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Summaty

Equity is a central principle in Irish health policy and there is increasing political interest in 

altering the health financing structures in order to improve equity in the system. However, 

investigations of equity in Irish health care financing are out-dated and there are also 

concerns that available analytic measures are not adequately capturing patterns of inequity 

that are occurring in practice. The objectives o f this thesis were to update and expand on 

previous analysis of equity in Irish health care financing by compiling more up-to-date 

data, developing and using alternative analytic methods, and identifying and modelling 

policy options for improving equity in the system.

To set the analysis in context, existing techniques for measuring equity in Irish health care 

financing were adopted from the literature. Progressivity measures were applied to each of 

the main sources o f Irish health care financing: income tax (and social insurance), indirect 

tax, private health insurance, and out-of-pocket payments. A combined index of 

progressivity for total health care financing was generated using a weighted sum of 

progressivity indices of each source o f finance. However, interpretation of the results for 

the private resources proved complicated. Ultimately the problems stem from analysing 

equity in one dimension of health care, financing, without taking into account the 

characteristics that govern what is happening in the space of health care delivery.

This suggested an alternative, whole systems, approach to investigating equity in health 

care financing where the characteristics of the health care financing and delivery systems 

are analysed within the one framework. This approach has been adopted here in the context 

of the Irish health care system. The methods for developing and populating a flow of funds 

framework for this whole systems approach were based on a range of existing analytic 

frameworks and techniques that were modified to the objectives of the analysis. Available 

data (in 2004 prices) were used to trace the flow of public and private health resources 

from individuals to financial intermediaries (e.g. Government, private health insurance 

companies), from there to health care providers and functions, and from there to 

individuals. The flow of funds was viewed through the lens of entitlement, categorising





individuals by health care entitlement status in the framework. Four entitlem ent groups 

were identified: the medical card group, the dual cover group (i.e. with both medical card 

and private health insurance), the non-covered group (i.e. neither medical card nor private 

insurance), and the privately insured group. This yielded a complex and detailed picture of 

resource flows in the Irish system that was assessed against broad equity principles.

The com plete resource flow for Ireland indicated a general pattern o f cross subsidisation 

from the two entitlem ent groups that on average have higher socio-econom ic and health 

status (privately insured and non-covered), to the two groups with lower incomes and 

poorer health (medical card and dual cover). M ore detailed assessment showed that the 

patterns of cross subsidisation are not straightforward, identifying a range of specific 

resource flows and interactions that are difficult to align with known ideological principles. 

The results were used to select and model the cost and distributional implications of policy 

options for improving equity in the system. These were assessed in terms of their 

contribution to improving equity, affordability, policy interactions, and international 

comparability. In particular, the option of expanding public coverage of primary care to the 

majority o f the population would remove one of the largest sources of libertarian values in 

the system, with a net cost equivalent to <8% of the total health care resource envelope. 

The exercise demonstrated the value of the flow of funds framework for investigating 

implications of alternative policies. The results further demonstrated the potential of the 

Irish analysis to provide an ‘early warning system ’ in an international context by 

highlighting potential problems that could also exist in other health systems.

The thesis demonstrated the need for, and the contributions of, an alternative complex 

systems approach to investigating equity in health care. M easurement of equity in health 

care financing is necessarily detailed and multi-dimensional in order to respond to the 

complexity of the underlying concept of equity. The complex systems approach provides a 

systematic methodology for navigating a health care financing system to yield valuable 

insights on equity, international lessons, and recommendations for policy changes to 

improve equity in the system.
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Chapter 1 Introduction 

Equity in Irish health care financing

1.1 Introduction to Chapter 1

Equity and efficiency are two key concerns for the discipline o f welfare economics 

although in practice there has been more focus in the general literature on the latter 

concept. W ithin the field o f health economics however, analysis of equity has been given 

increasing attention both in terms of theoretical definition (e.g. Culyer and Wagstaff, 1993, 

Culyer, 1995) and empirical measurement (e.g. Wagstaff and van Doorslaer, 2000).

The importance o f investigating equity in the context o f economic decisions on health care 

financing and delivery has been underlined in the literature. Hausman and McPherson 

(1993) emphasise the value of understanding the linkages between moral philosophy and 

economic concerns. Economic decisions in the context of health care are concerned with 

choices on how to raise and distribute scarce resources and thus, economists “ who work on 

such matters need to understand the strongly felt moral values that govern such choices and 

to form a sensible appraisal of these values”  (Hausman and McPherson, 1993: 677). As 

outlined by Williams (1988, 2001) publicly accountable decision makers, who are expected 

to provide justification for their actions, need to be clear on the ethical implications of each 

choice o f action.

The emphasis on analysing equity within the discipline of health economics is also 

consistent with policy emphasis on equity. Equity is espoused as a key priority in health 

care in national (e.g. DOHC, 2001b) and international (e.g. the World Health Organisation) 

policy objectives.

Thus, the economic investigation o f equity in the context of health is justified from both a 

theoretical and policy perspective. Specifically, the focus o f this thesis is on equity in 

health care financing, with application to the Irish context. The central aim o f this chapter



is to introduce the motivation for this specific focus and to provide a broad outline o f the 

methodological approach and expected contributions from the proposed analysis.

Section 1.2 outlines the motivation and key objectives for the study. Section 1.3 provides a 

broad introduction to the data and methodological approach to be followed in the analysis. 

Section 1.4 outlines the content o f the chapters o f the thesis and section 1.5 concludes.

1.2 Motivation and objectives

Lack o f up-to-date analysis provides a key motivating factor for investigating equity in 

Irish health care financing. Empirical analysis has investigated health equity in three 

domains: health status, health care delivery, and health care financing. In the Irish context, 

formal empirical analysis o f health equity has been limited, particularly in the domain of 

health care financing. National survey data have outlined important socio-economic 

gradients in health status and have identified specific groups at risk o f poor health status 

(e.g. the Travelling community) (Balanda and Wilde, 2003, DOHC, 2001b). Analysis of 

equity in health care utilisation has been undertaken using recent data from the Irish 

component o f the European Community Household Panel survey (Layte and Nolan, 2004, 

Layte, 2007). The most recent analysis o f equity in Irish health care financing refers to 

financing patterns o f the late 1980s (Nolan, 1993, Wagstaff et al., 1999) and until now, this 

has not been updated.

Thus, the gap in up-to-date analysis o f equity in Irish health care financing provides initial 

justification for the subject o f this thesis. There are two other factors that further reinforce 

the importance o f investigating this issue.

First, options for changing the structure of Irish health care financing have been debated 

throughout the political history o f the state (Commission on Health Funding, 1989, 

Barrington, 2000). Currently, there are intra- and inter- political party discussions on 

whether or not to replace existing health financing structures with a social health insurance 

based system (Labour Party, 2008). Yet these debates have been taking place in the



absence o f com prehensive Irish data on health financing patterns, and on the equity 

implications o f existing and new financing patterns. This thesis responds to the need for an 

up-to-date and detailed evidence base on health financing, and on equity in financing, in 

the Irish context, to underpin the current discussions. This is com patible with, and builds 

on, recent work by Thom as et al. (2006, 2008) who initiated the process o f updating the 

evidence base on Irish health care financing patterns.

Second, previous research on equity in health care financing and delivery has produced 

relatively benign conclusions about inequity in the Irish health care system which are at 

odds with common perceptions of widespread inequities in the system (e.g. Wren, 2(X)3, 

Tussing and W ren, 2006). The analysis of equity in health care delivery indicated pro-poor 

or neutral equity patterns in GP and hospital utilisation, and some pro-rich inequity for 

dental, optician and other am bulatory care (Layte and Nolan, 2004). Results from analysis 

of equity in health care financing have shown signs of progressive financing, indicating 

that richer people pay a higher proportion of their income towards health care financing 

relative to poorer people (Nolan, 1993, W agstaff et al., 1999).

Yet in practice, there are indications that preferential access to care is granted on the basis 

o f factors that are not related to health need. There is frequent reference to a two-tier 

system of acute care in the Irish health care literature (e.g. Tussing and Wren, 2006). There 

is a common perception that private health insurance confers preferential access to acute 

public hospital care (Nolan and W iley, 2000), and that privately insured patients receive 

higher quality care relative to patients without insurance (W ren, 2003). In primary care, 

there are concerns that exposure to full-price charges for GP care is rationing necessary as 

well as unnecessary health care (W ren, 2003). M ore than 70%  of the population are 

required to pay in full for GP care, and there is specific concern for those individuals 

earning incomes that are relatively low but not low enough to qualify for public 

subsidisation.

Thus, there are valid concerns that available analytic measures are not capturing patterns of 

inequity that are occurring in practice, thereby undermining the credibility of empirical



analysis and lim iting its contribution  to policy d iscussions on options for im proving equity  

in the system . This p rov ides im portant justification  not ju s t for exam ining and updating 

em pirical findings on equity  in Irish health care financing, but to assess the ex isting  

m ethodological approaches against the ultim ate objective o f understanding equity  in a 

health financing system , and to identify  options for im proving m easurem ent. The uneven 

patterns in health care financing and delivery can be linked to a com plex set o f  restrictions 

on entitlem ent to publicly  funded health care. This suggests that any analysis o f  equity  in 

health care financing in the Irish context needs to be undertaken in the context o f  these 

entitlem ent structures.

These justifica tions provide m otivation  for investigating equity  in the current Irish health 

care financing system  to fill im portant data gaps and to exam ine lim itations in available 

em pirical m easures. T his in turn provides m otivation for investigating  alternative 

m ethodological approaches to m ore accurately  capture equity  in Irish health care financing. 

U ltim ately this analysis can be used to inform  current policy debate on options for 

im proving equity in the system .

There are also in ternational justifica tions for analysing equity  in Irish health  care financing. 

The m ethodological approach to be adopted here offers valuable insight into a com plex 

health financing system  that provides im portant lessons for international health system s.

In light o f the above national and international justifications for analysing equity  in Irish 

health care financing, the fo llow ing sum m arises the specific objectives o f  this study:

To update previous analysis on equity  in Irish health care financing using new data 

(C hapter 4);

To expand the scope o f  previous analysis to include new data sources (C hapter 5-7);

To identify w ays fo r im proving analytic techniques for m easuring equity  in health  care 

financing (C hapter 4-7);

T o  develop and populate  a proposed alternative approach to analyse equity in the Irish 

health  care financing con tex t (C hapter 5-7);



T o identify  con tribu tions from  the analysis o f  equity  in the Irish health  financing 

con tex t fo r in ternational com parisons (C hapter 7);

T o  identify  and m odel possib le options for im proving equity  in the Irish health care 

system  (C hapter 7).

1.3 Data and methodological approach

C onsisten t w ith the literature, the m ain focus o f  this thesis is on identify ing equity in non

capital health  care financing, including public and private financing resources. There is no 

single source for health  care financing data  in Ireland (e.g. national health accounts) and 

data are draw n from  a range o f  public financial and statistical records, private health  

insurance reports, and available survey data. There is em phasis on draw ing together 

available secondary  data  that are curren tly  under-analysed in the Irish context to 

dem onstrate  their usefulness, and also  to h igh ligh t im portant gaps for future prim ary data 

collection.

The m ethodological approach is undertaken in stages. To set the analysis in context, 

ex isting  techniques for m easuring equity  in Irish health  care financing are adopted from  the 

literature. T hese are applied  to the m ost recently  available m icro-level health financing data 

using the 1999 H ousehold  B udget Survey (and som e lim ited analysis o f  the Irish 

com ponent o f  the 2004 w ave o f the European Survey on Incom e and L iving C onditions). 

The purpose o f  this analysis is tw ofold. F irst, the application o f  ex isting  m ethods to recent 

Irish financing data rep licates earlier analysis based on data from  the 1980s (N olan, 1993, 

W agstaff et al., 1999). T his provides the opportun ity  to  com pare changes in results over 

tim e, w ithin the given m ethodology. Second, the  contributions o f  the m ethodological 

approach are assessed in detail in light o f  the aim  o f  this thesis o f  understanding equity  in 

the Irish health  care financing system .

This assessm ent h igh ligh ts a num ber o f  com plications in the in terpretation o f the results. 

T hese com plications are particularly  visib le in a health financing system  that is 

characterised  by a com plex mix o f public and private financing, as illustrated by the Irish



case. It is concluded  that analysis o f  equity  in a health care financing system  requires jo in t 

assessm ent o f  the characteristics that govern both financing and delivery  (e.g. utilisation) of 

health care. A  w hole system s approach is suggested as an alternative fram ew ork w ithin 

w hich to investigate equity  in health  care financing. Thus, w hile the prim ary m otivation  of 

this thesis is to exam ine equity  in financing, the adoption o f a w hole system s approach 

w idens the scope o f  analysis to  include both financing and delivery system s.

The next stage in the m ethodological approach is to develop and populate a flow  o f funds 

fram ew ork. A vailable data (in 2004 prices) are used to trace the flow  o f public and private 

health  resources from  individuals to financial interm ediaries (e.g. G overnm ent, private 

health  insurance com panies), from  there to health  care providers and functions, and from 

there to individuals. As noted earlier, there are im portant linkages betw een entitlem ent 

structures and financing patterns in the system . The flow  o f funds is view ed through the 

lens o f  en titlem ent, categorising  individuals by health care en titlem ent status in the 

fram ew ork. T his yields a com plex and detailed picture o f  resource flow s in the Irish system  

that is assessed against broad  equity  principles. The final stage in the m ethodology 

identifies and m odels the costs and distributional im plications o f  a range o f  po licy  options 

for im proving equity  in the system .

1.4 Outline of chapters

C hapters 2 and 3 present the conceptual and practical contexts for this study. Equity  is the 

central analytic  concept in the thesis and it is im portant to define clearly  w hat is m eant by 

this concept. T his is not straightforw ard as there is no universally  agreed defin ition  o f 

equity  and C hap ter 2 undertakes a detailed discussion o f how  equity  can be defined and 

m easured in the context o f health . The practical context for the analysis o f equity  in health 

care financing  is the Irish health  system  and C hapter 3 outlines the organisational, policy, 

delivery, financing, and en titlem ent structures to the system .

C hapter 4 ou tlines the first stage in the m ethodological approach identified  above. W idely 

used analytic techniques for m easuring equity in health care paym ents are applied  to Irish



Household Budget Survey data (1999), with some additional analysis o f more recent data 

from 2004. Results are first discussed in the context of previous analysis using the same 

techniques based on data from the 1980s. However, the main focus o f the exercise, to 

interpret the results in light of the ultimate objective of understanding equity in the Irish 

health care financing system, identifies a number of problem s in interpretation. The 

motivation for a whole systems approach to analysing equity in health care financing is 

introduced.

Chapters 5 and 6 outline the second stage o f the methodological approach which is to 

analyse Irish health care financing using a fiow of funds framework (i.e. whole systems 

approach). A range of data and methods are required to develop and populate the flow of 

funds and these are outlined in Chapter 5. The purpose of Chapter 6 is to present and 

interpret the results from the flow o f funds framework. The emphasis is on identifying the 

detailed resource flow patterns in the framework rather than on generating summary 

measures.

The analysis in Chapter 6 produces a complex map of the complete flow of resources in the 

Irish health care system. The key lessons from this analysis are drawn together in Chapter 7 

to discuss their implications for assessing equity in financing. These lessons are used to 

provide insights and com parisons in an international context. Chapter 7 also undertakes the 

final stage in the methodological approach, which is to identify and model policy options 

for improving equity in the Irish health care financing system. Costs and distributional 

implications o f a set of alternative policy options are modelled using the data from the flow 

of funds framework. Policy options are assessed in terms of their contribution to improving 

equity, affordability, policy interactions, and international comparability.

Chapter 8 presents an overview of the results and discussion and highlights key 

conclusions from the study.
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1.5 Summary and conclusions for Chapter 1

There are im portant theoretical and policy justifications for investigating equity  in health  

w ithin the discip line o f  econom ics. The focus o f  this study is on equity  in health  care 

financing, in the Irish health  care system . There are national and international m otivations 

for this focus.

A t the national level, there is no up-to-date analysis o f  equity  in Irish health  care financing. 

T his is even m ore im portant in light o f  current policy debates on changing the structure o f 

the health care financing system  and there is need to update and expand on the evidence 

base for policy decisions in this area. H ow ever, w idely used analytic techniques have 

produced interesting results on inequity  that do not fit with perceptions o f  w idespread 

inequities in the Irish system . At the international level, the Irish contex t provides an 

exam ple o f  a com plex financing system  and offers valuable lessons and insights for o ther 

health  financing system s.

The objectives o f  this thesis are therefore to update and expand on previous analysis of 

equity  in Irish health  care financing by com piling  m ore up-to-date data, developing  and 

using alternative analytic m ethods, with the ultim ate focus on identifying and m odelling 

policy  options for im proving equity  in the system .



Chapter 2 Defining equity in health care

2.1 Introduction to Chapter 2

T he focus o f  this thesis is on equity  in health  care financing in the Irish context. It is 

im portan t to clearly  define w hat is m eant by equity  before considering  how  it can be 

m easured  in a health  financing system . H ow ever, this is com plicated  by the fact that there 

is no universal agreem ent w ithin the field o f m oral philosophy on how  to define equity, 

w ith obv ious im plications for w hat is m eant by equity  in health  care. The aim  o f this 

chap ter is to  identify  the various defin itions o f  equity  in health  care, in the context o f the 

b roader ph ilosophical d iscussions on d istribu tive justice . This provides the conceptual 

background  for assessing  equity  in national health policy goals, health system s, and 

em pirical investigations o f  equity  in health care, in both the international and Irish setting. 

T he em phasis is on provid ing  contextual understanding for the central concept in this thesis 

ra ther than form ally  com m enting  on, or contributing  to, the theoretical literature in this 

area.

As d iscussed  in C hap ter 1, the im portance o f investigating  equity  in the context o f  health 

econom ic decisions is underlined by H ausm an and M cPherson (1993) w ho em phasise the 

value o f  understanding  the linkages betw een m oral philosophy and econom ic concerns. 

H ealth econom ists are concerned with choices on how  to raise and distribute scarce health 

care resources and thus need to understand and appraise the m oral values that govern those 

choices (H ausm an and M cPherson, 1993).

This is particu larly  im portan t because d ifferent perspectives on equity  conflict w ith one 

another. A s G illon (2001) points out, even decisions that are regarded to be relatively 

equitable, “are likely  to leave residual m oral d issatisfaction” (G illon, 2001: 17) because it 

is not possib le  to  satisfy all the com peting m oral objectives. W ith these conflicts in m ind, 

W illiam s (1988, 2001) stressed the need for health  policy m akers to be clear on the 

ideological princip les that underpin policy decisions and priorities. Publicly accountable 

decision m akers, w ho are expected  to provide ju stifica tion  for their actions, need to be clear



on the ethical im plications o f  each choice o f action. In fact, W illiam s went further to argue 

that it is not enough for decision m akers to list everything they have taken into account in a 

decision, but they also need to indicate the w eight they gave to each and he proposed trade

o ff scenarios as one m ethod to  generate these w eights (W illiam s, 2001).

At a practical level, equity  is espoused in m any national health policy  statem ents and has 

been investigated  em pirically  in a num ber o f countries, including Ireland (e.g. van 

D oorslaer et al., 1993, N olan, 1993, Layte and N olan, 2004). The structure o f  the Irish 

health care system  has a num ber o f  unusual features that distinguish  it from  o ther health 

system s. Layte and N olan (2004) describe as “com plex” (2004: 111), the response o f  the 

Irish health  care system  to the central question o f  how  a health service should be financed, 

w ho should have access to it, and at w hat price. In light o f this the authors note with 

surprise the lack o f conceptual w ork on defining equity  in health care in the context o f  this 

com plex system .

This chapter fram es the focus on equity in Irish health  carc financing w ithin the broader 

discip line o f  investigating equity  in health, and its u ltim ate links to ideological perspectives 

on equity. Section 2.2 outlines key philosophical theories on d istribu tive justice . Each of 

these theories can be identified  in m ore recently developed theoretical perspectives on how  

equity  is to be defined in health and health care. In practice, equity  is defined in various 

ways in national health  care policy  statem ents. Section 2.3 presents these theoretical and 

policy perspectives on equity  in health. Section 2.4 investigates the ideological principles 

underly ing the structures o f  health care system s and section 2.5 outlines the em pirical 

approach that has been taken to investigate equity  in health care. Section 2.6 explores 

equity  in Irish health care from  each o f  these policy, structural, and em pirical perspectives. 

Section 2.7 sum m arises and concludes.

2.2 Definition of equity

M any discussions o f  equity  in health  care draw on concepts from  well know n philosophical 

theories on distribu tive ju stice . There is no universally  accepted theory  o f  d istribu tive
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ju stice . It is therefore not surprising that there is no w idespread agreem ent on how  to define 

equity  in health  care. To shed ligh t on the inherent d ifficu lties in reaching such an 

agreem ent for health  care equity , it is valuable to set out the m ain princip les o f  som e of 

these underly ing  ideologies, and to highlight the ir differences. T his sets the con tex t for 

m ore detailed  d iscussion on the d ifferen t conceptions o f  equity  in health  care. A s noted 

above, the purpose here is not to  undertake a forensic com m entary  on philosophical 

theories on equality . R ather it is to set the contex t for investigating  equity  in health  care, to 

dem onstrate  that d iscussions o f  equity  are com plex, that d ifferent view s refiect 

recognisab le ideologies, and that it is im portant to understand  the basic features and 

conflicts betw een such ideologies.

T he fo llow ing  outlines the features o f  five philosophical theories that are m ost frequently  

referred  to (both im plicitly  and explic itly ) in the literature on equity  in health  care: 

libertarian  theory , utilitarian theory, R aw ls’ theory o f  d istribu tive justice , equality  o f  

opportunity , and S en ’s theory o f  equality .

L ibertarianism  is a deontological theory , focusing on the rightness or w rongness o f  rules 

rather than on the consequences o f actions fo llow ing those rules. L ibertarians claim  that if 

it is assum ed that everyone is entitled  to the goods they possess, then a ju s t d istribution  is 

w hatever d istribu tion  results from  p eo p le ’s free exchanges o f  those goods. T he only 

legitim ate governm ent in tervention  is to raise revenues to m aintain the background 

institu tions that are required  to protect the system  o f free exchange (e.g. police and ju stice  

system ).

O ne exam ple o f  libertarianism  is g iven by N o zick ’s ‘Entitlem ent T h eo ry ’ (K ym licka, 

2002). T he central tenet o f  N ozick ’s theory  is that all individuals have rights and society 

m ust respect these rights. T he m ost im portant right is em bodied  in the concept o f  self

ow nership  (i.e. the right to oneself). T hus, an individual ow ns his ow n self, his talents, and 

anything he produces w ith those talents. In this context, the G overnm ent has no right to 

interfere in the m arket, to tax the fru its o f  one person’s labour to redistribute to another, as 

this w ould violate ind iv iduals’ self-ow nersh ip  rights.
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M any criticism s o f  this theory  have been raised. In particular, there is d isagreem ent w ith 

the claim  that ind iv iduals’ rights to self-ow nership im ply a right to all property  arising  from  

that self-ow nership . A m ore liberal position m aintains that the initial d istribution o f talents 

am ongst individuals is d riven  by pure chance and thus “their rights over the ir talents do not 

include the right to accrue unequal rew ards from  the exercise o f  those ta len ts” (K ym licka, 

2002: 109). In this case, there is justification  for the G overnm ent to engage in som e degree 

o f  redistribution  in the m arket.

The link betw een self-ow nersh ip  and property-rights is also problem atic for o ther reasons. 

Individuals exercise their talents on external resources (e.g. land) and exchange goods and 

services in the m arket on the basis o f these actions. A ccording to N ozick ’s theory , if an 

individual is to be entitled  to the rew ards from  m arket exchanges, he/she needs to be the 

legitim ate ow ner o f both h is/her talents, and o f  the external resources. U ltim ately  this 

requires going back to w hen all natural resources were orig inally  created, before they were 

ow ned by anyone, and determ ining  the legitim acy w ith w hich these resources were 

d istributed am ongst individuals. Yet history gives m any exam ples w here natural resources 

were taken by use o f  force, w hich, as K ym licka com m ents “ is a rather em barrassing  fact 

for those who hope N o zick ’s theory  will defend existing  inequalities” (K ym licka, 2002: 

111).

In practice, libertarian view s a re  not w idespread even am ongst right-w ing political parties. 

In fact m any right-w ing parties accept the principle o f ad justing  for unequal circum stances 

(in contrast to libertarianism ), rather they dispute the size o f  the inequalities, and the 

success o f  a w elfare sta te  in rem edying  them  (K ym licka, 2002).

U tilitarian  theory  dates back  to the 1700s and is m ost com m only  associated  w ith the works 

o f B entham , J.S . M ill, S idgw ick , and m ore recendy, H arsanyi (R aw ls, 1971). U tilitarianism  

is a consequentia list theory, ju dg ing  actions to be right or w rong by assessing  the likely 

consequences (i.e. the im pact on  total utility) o f  the actions. The central idea o f classical 

utilitarian  thought is that the m orally  correct action is the one w hich produces the greatest 

am ount o f  happiness for the society  (K ym licka, 2002). The theory  proposes that a ju st
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society  is achieved w hen the m ajor institu tions are arranged  to yield the g reatest net 

balance o f  satisfaction sum m ed over all individuals in the society (R aw ls, 1971).

T heorists have focused on tw o parts o f  u tilitarian  thought. T he first part concerns the 

defin ition  o f  the hum an w elfare/u tility  that is to be m axim ised  (e.g. happiness/satisfaction  

etc.). U tility  has been defined in term s o f  pleasure sensation  (e.g. B entham ), m ental states, 

h igher and low er pleasures (e.g. J.S. M ill), or in term s o f  preference satisfaction  (Sm art, 

1973, K ym licka, 2002).

T he second part concerns the m axim isation  o f  u tility  (how ever defined) w here equal 

w eight is given to each perso n ’s utility. A utilitarian society  requires each person to do for 

each man affected  by his actions, w hat he w ishes w ere done for him  if  he w ere in the o ther 

perso n ’s situation  (H are, 1982). In o ther w ords, equal w eight is to be given to the interests 

o f  everybody, and the interests o f everyone are best served by m axim ising  the total benefits 

over the en tire  population.

U tilitarian ism  can be seen as the background against w hich o ther theories have to  defend 

them selves (K ym licka, 2002). For exam ple, a key objective o f  R aw ls’ theory  on 

d istribu tive ju stice  was to provide an alternative to utilitarian  thought (R aw ls, 1971). 

W illiam s (1973) points to undesirable features o f  u tilitarian ism  that follow  from  its 

consequentia list focus.

O ne o f  the m ain criticism s o f utilitarian theory is that it is not concerned w ith equality , that 

it does not m atter how  the sum  o f u tility  is d istributed am ongst individuals. R aw ls referred 

to  this as one o f  the m ost striking features o f the  utilitarian  view  o f ju stice  (1971: 26). 

U tilitarianism  has been accused o f treating individuals as a m eans rather than an ends: that 

the only in terest is in an ind iv idual’s level o f u tility  and once this has been calculated (and 

sum m ed over all individuals), there is no further in terest in any o ther inform ation about 

that individual (Sen and W illiam s, 1982). It is argued that this is the case even if  actions are 

undertaken that increase total utility but involve sacrifices m ade by som e individuals (e.g. 

slavery) (O lsen, 1997). W hile it is acknow ledged that the u tility  p rincip le  does not
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necessarily yield equality in the resulting distribution, utilitarians have argued that there are 

in fact two important reasons why a high degree of equality will be sought (Hare, 1982). 

First, diminishing marginal utility of all commodities and money ensures that approaches 

towards equality will tend to increase total utility. Lerner argued that in the context of 

diminishing marginal utility of income, where the aim is to maximise total satisfaction in 

society, the “rational procedure is to divide income on an equalitarian basis” (Lemer, 

1947: 32, italics in original). Second, inequalities tend to produce unfavourable experiences 

(e.g. envy, hatred, m alice etc.) that would lead to disutility and are therefore avoided.

Rawls’ developed a theory o f social justice that he labelled ‘justice as fairness’ (Rawls, 

1971). This theory views a just society as one where the principles of social justice have 

been agreed to in an initial position that is regarded to be fair. There are two parts to the 

theory. The first describes a hypothetical ‘original position’ in which individuals choose 

the principles to govern distribution in society and the second describes the proposed 

principles that would be agreed to in that original position. Rawls’ accepts that critics may 

agree with one part of the theory while rejecting another part and em phasises that he has 

deliberately designed the initial position to give rise to non-utilitarian principles (Rawls, 

1971).’ The concept of the original position has in fact been commended (e.g. by the 

utilitarian Harsanyi, 1975) as a very powerful analytical tool for clarifying a definition of 

justice while at the same time the specific decision rule adopted by Rawls has been rejected 

in favour of another.

The essential features o f the original position are that no-one knows his place in society 

(e.g. social status) and no-one knows his fortune in the distribution of natural assets and 

abilities (e.g. intelligence, strength etc.). All individuals are equal, rational and self- 

interested, and the principles o f justice are to be chosen behind this “veil of ignorance” 

(Rawls, 1971: 12). Rawls proposes that individuals in this original position would choose 

principles that can be summarised as follows: “all social primary goods -  liberty and

' Rawls observes that “once the princip les o f  ju stice  are thought o f  as arising from  an orig inal agreem ent in a 
situation o f  equality , it is an open question  w hether the principle o f utility w ould be acknow ledged” (R aw ls, 
1971: 14). He argues that it is unlikely that people would agree to a principle that m ight involve worse 
situations for som e in o rder to increase the sum  o f advantages enjoyed by others, thereby d irec ting  his 
criticism  at the apparent lack  o f  concern  with equality  in utilitarian theory.
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opportunity, income and wealth, and the bases of self-respect -  are to be distributed equally 

unless an unequal distribution o f any or all o f these goods is to the advantage o f the least 

favored”  (1971: 303). Thus, the justice as fairness theory has a consequentialist component 

where the unequal distributions of social primary goods are assessed in terms of their 

consequences for the least advantaged individuals in society (Hausman and McPherson, 

1993). W ithin this summary principle, the distribution o f liberties has priority over the 

distribution of other primary goods.

The basic idea is that in the original position, no-one knows what position they w ill occupy 

in society (e.g. very rich, very poor etc.). Everyone w ill require certain primary goods to 

enable them to lead a good life and Rawls defined two types o f primary goods. Social 

primary goods are distributed by social institutions and include income, wealth, 

opportunities, rights, liberties and others. Natural primary goods (e.g. health, intelligence, 

natural talents) can be affected by social institutions, but are not directly distributed by 

them (Kymlicka, 2002). Behind the veil o f ignorance, each person w ill agree to principles 

that ensure that he/she each has the best possible access to those primary goods that are 

distributed by social institutions (i.e. the social primary goods). The so-called ‘difference 

principle’ , which ensures that all inequalities are judged in terms o f securing the benefits 

for the least advantaged person in society, w ill be adopted. Rawls argues that this is the 

natural choice for rational, self-interested individuals who each face the risk o f being that 

least advantaged person. Thus, a central feature o f this theory is the creation o f a theoretical 

context in which individuals who are driven by self-interested motives w ill agree on 

principles for distribution that are collectivist.

One criticism o f interest for the subject matter o f this chapter is directed at the distinction 

between social and natural primary goods. Rawls’ theory maintains that people’ s claim to 

social goods is not dependent on natural endowments (e.g. the talented do not deserve 

greater income, the sick do not deserve less income). The difference principle “ ensures that 

the well endowed do not get more social goods just because of their arbitrary place in the 

distribution o f natural assets, and that the handicapped are not deprived o f social goods just 

because of their place”  (Kymlicka, 2002: 71). However, the well endowed still get to
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benefit from the natural good of their endowment. He/she may have the same bundle of 

social goods as the handicapped person and yet the latter faces extra medical and transport 

costs and the difference principle does not remove that burden. Kymlicka suggests that this 

is because the worst off position in society is defined in terms of individuals’ possession of 

social primary goods only. According to the difference principle, people who are bom  into 

a disadvantaged social class should not be denied social benefits, and in fact should be 

compensated for the lack of advantage. Kymlicka argues that the same reasoning should 

apply to people who are bom with specific natural disadvantages (e.g. handicapped), 

specifically that these people should also be compensated for their disadvantage. The 

criticism directed at Rawls’ focus on social primary goods in determining disadvantage is 

also taken up in Sen’s discussions of equality (e.g. Sen, 1992).

Others have expressed surprise that health is not included as a social primary good (Olsen, 

1997). To the extent that health care (delivered by social institutions) determines health 

status, it could be argued that health should be included as a social primary good.

Rawls also contrasted his principles of justice with the idea of ‘equality of opportunity’. 

This is described as the prevailing justification for economic distribution in our society 

(Kymlicka, 2002). It could be argued that with Rawls’ focus on the distribution of the 

social primary goods, rather than on what the goods do to/for people (Olsen, 1997), the 

theory fits with an equality o f opportunity perspective. The basic premise o f this 

perspective, described by Baker et al. (2004), is that people should not be “advantaged or 

hampered by their social background and that their prospects in life should depend entirely 

on their own effort and abilities” (2004: 25). According to this principle, inequalities in 

income, power and other domains are justified if there was fair com petition in achieving 

the positions that yielded those benefits. Inequalities are unfair if people are 

disadvantaged/privileged by arbitrary and undeserved differences in their social 

circumstances (Kymlicka, 2002). People’s fate is thus determined by their choices rather 

than by their initial circumstances (e.g. race, class, sex).
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W ithin this school of thought, there is disagreement as to how to ensure fair opportunity. 

Som e advocate equal legal rights to education and em ploym ent while others argue for more 

hands-on intervention in the form of specific support programmes targeted at 

disadvantaged groups (e.g. ‘early start’ educational program mes in disadvantaged schools, 

Newman, 2005).

The main criticism of this ideology is its instability. It tackles undeserved social 

inequalities but does not handle undeserved inequalities in natural talents and endowments. 

Rawls also discusses the importance o f social conditions, such as the family, for 

encouraging or otherw ise the developm ent of natural capacities and it would be impossible 

in practice to secure equality in these spheres. He argues that the principle of equal 

opportunity “can only be imperfectly carried out, at least as long as the institution of the 

family exists” (Rawls, 1971: 74).

Sen proposes that a central question for ethical analysis is “equality o f what?” (Sen, 1992: 

12), and claim s that a common characteristic of most ethical theories is that they seek 

equality o f some thing. Pure libertarians demand equality of rights and liberties, classical 

utilitarians assign equal weights to everyone’s utility, R aw ls’ theory requires equal liberty 

and equal distribution of social primary goods. Similarly, income-egalitarians require equal 

incomes, welfare egalitarians demand equal welfare levels. Thus, all o f these theories can 

be seen to be egalitarian in some form. This suggests that the disputes between the different 

schools of thought can be looked at in terms of what they each “take to be the central social 

exercise in which equality is to be dem anded” (Sen, 1992: ix). The common approach to 

view the battle between theories as being between those in favour of and those against 

equality misses the point.

Rather, Sen proposes that each theory argues for equality in a specific space and it is that 

space that should become the focus of attention. This is because demand for equality in one 

variable requires the theory in question to accept that it may have to be non-egalitarian in 

another variable. If all people were identical, equality in one space (e.g. income) would be 

congruent with equalities in other spaces (e.g. health, well-being, happiness). A
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consequence of human diversity is that equaHty in one space tends to go with inequaHty in 

another. A libertarian dem anding equality of rights cannot subsequently demand equality of 

welfare. Conversely, if a given inequality in some space is to be defended as right, the 

argument needs to show that this inequality is a consequence of equality in some other, 

more important, space. The crucial issue, to Sen, is about the reasonableness of this ‘base’ 

space that is chosen. The answer to the question ‘equality of w hat?’, endorses equality in 

that chosen space, but will also have far-reaching consequences on the distributional 

patterns (including necessary inequalities) in other spaces. According to Sen, the question: 

‘“ Equality of w hat?’ is indeed a momentous -  and central - question” (Sen, 1992: 21).

Sen’s theory of equality is developed on the basis of his own answer to that momentous 

question and requires equality in the space of people’s freedoms to achieve valuable beings 

and doings, ‘functionings’, that make up their well-being. This proposal can be traced to 

Aristotelian reasoning (Sen, 1992). Sen takes as a point of departure Raw ls’ focus on the 

role of social primary goods. W hile utilitarianism is concerned only with actual 

achievements, Rawls challenged this focus and moved the attention onto the distribution of 

primary goods, recognising their importance as a means to achieve end goals rather than 

focusing on the goals themselves. Sen acknowledges this development but argues that it 

does not go far enough as individuals vary in their ability to convert those primary goods 

into functionings because o f internal characteristics, such as handicaps (Hausman and 

M cPherson, 1993). Two people may have identical incomes and other primary goods and 

resources but one may be entirely free to avoid undernourishment while the other is not 

(e.g. different metabolic rates, exposure to diseases, climatic environm ent etc.) (Sen, 1992).
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In Sen’s theory, the focus is on achieving equahty in capabilities, interpreted as the 

freedom to achieve alternative sets o f functionings. These functionings are made up of 

beings and doings that contribute to well-being and range from elem entary items such as 

adequate nourishment and being in good health to more complex items of happiness, self- 

respect, com m unity participation. The focus of this theory is on the space of freedoms to 

achieve, not the means to achieve (Rawls) or the achievements them selves (utilitarian). 

“Capability is, thus, a set of vectors o f functionings, reflecting the person’s freedom to lead 

one type of life or another” (Sen, 1992; 40).

2.3 Definition of equity in health/health care 

2.3.1 Theoretical definitions

The proposal by Sen to focus on ‘equality of w hat’ provides a useful framework from 

which to look at equity in the area o f health policy. Culyer and W agstaff (Culyer and 

Wagstaff, 1993, Culyer, 1995) adopt this approach and investigate the implications for 

health of securing equality in a range of alternative domains. These include equality of: 

rights, needs, access, and health.

Although not directly addressed in their analysis, each of the goals investigated by Culyer 

and W agstaff has conceptual links with the above philosophical perspectives on justice and 

equality. Focus on equality in rights and allowing health care to be purchased in the market 

according to individuals’ willingness to pay fits with the libertarian perspective (Culyer, 

1995). Distribution of health care according to need can be linked with utilitarian or 

Rawlsian theory depending on how need is defined.^ A utilitarian perspective would place 

equal weight on the health of everyone and would seek to achieve the maximum level of 

health in the society. W here need is defined in terms of capacity to benefit, the utilitarian 

might seek distribution o f resources in favour of those with the greatest capacity to benefit

 ̂ T he principle o f  distributing according to need  is a lso  consistent w ith a M arxist v iew  (W agsta ff and van 
D oorslaer, 2000).
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from  that care.^ A R aw lsian perspective is assum ed to be concerned with the health o f the 

w orst o ff individual. A pplying the ‘d ifference p rincip le’, if  need is defined as initial health 

state, the R aw lsian policy  m aker w ill d irect resources to those w ith the w orst health in the 

society (O lsen, 1 9 9 7 )/ E quality  o f  access to health care fits with the general p rincip le  of 

equality  o f  opportunity . E quality  o f  health  can be linked with S en’s theory. W here health  is 

an im portant functioning in a p e rso n ’s capability  set, pursuit o f equality  in the d istribution  

o f  health will be an im portan t goal. S trictly  speaking, S en ’s theory is ultim ately concerned 

w ith pursuing equality  in capabilities to function rather than equality  in the functioning 

itself. H ow ever, it has been noted that applied work in the context o f S en ’s theory  has 

focused on equality  in actual ach ievem ents (i.e. functionings) rather than on capabilities to 

function (W agstaff and van D oorslaer, 2000).

T w o central conclusions from  C ulyer and W agstaff’s analysis are that the above equity  

principles are not m utually  com patib le  and can conflict with each other (C ulyer and 

W agstaff, 1993), and that there is a “possib ility  o f  quite b izarre inequalities in health 

arising  from  the pursuit o f  apparen tly  egalitarian  resource d istribution  policies” (C ulyer, 

1995: 19). O bserved conflicts betw een policies that pursue equality  in d ifferent health- 

related spaces are consistent w ith S en ’s (1992) analysis o f  conflicts betw een philosophical 

perspectives w here pursuit o f  equality  in one ideological space requires acceptance o f 

possib le inequalities in others.

A llow ing health  care to be d istributed according to w illingness to pay risks it being 

concentrated  in the hands o f  those who are rich enough to pay fo r it, regardless o f  their 

health  status. The resulting d istribu tion  o f  health will only be equal if  everyone has the 

sam e initial health endow m ent, equal w illingness to pay, and equal capacity  to benefit from  

health  care. W here people are not identical in every way, pursu it o f equal rights and

 ̂ A lthough utilitarians w ou ld  argue that becau se o f  d isutility  from seein g  other peop le ill, this w ou ld  adjust 
the a llocation s and w ould  not lead to as unequal a distribution o f  health as m ight be exp ected  from  pure 
utilitarian, health m axim isation  goa ls.

A lthough R aw ls has a ck n ow led ged  so m e d ifficu lties  w ith applying the ‘d ifferen ce  prin cip le’ to  health and 
so m e authors have argued that this d istributive theory cannot be applied to health (e .g . D an ie ls in O lsen , 
1997).
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allow ing health care to  be d istribu ted  accord ing  to w illingness to pay is likely to  conflic t 

w ith the o ther princip les such as equal health , equal access.

D istributing health care accord ing  to need em bodies tw o equity  concepts, horizontal and

vertical. H orizontal equity  requires equality  in the treatm ent o f  those w ith equal needs 

w hile vertical equity  looks fo r unequal treatm ent o f  unequals.^ D istribu ting  health  care 

according to need thus has d ifferent im plications for the resultant d istribu tion  o f  health 

status depending on how  need is defined. T w o people m ay have the sam e initial health 

status but one has m ore capacity  to benefit from  health  care than the other. W here need is 

defined in term s o f  initial health  status (i.e. degree o f ill-health), d istribu tion  according to 

need betw een these tw o ind iv iduals em ploys the horizontal equity  princip le (equal care for 

equal need) and the resu lting  health  d istribu tion  is equal. H ow ever, w here need is defined 

as capacity  to benefit from  health  care, d istribu tion  according to  need in this exam ple will 

em ploy the vertical equity  princip le  w here unequal care is required to  m eet unequal 

capacity  to benefit. In this case the resu lting  health  d istribution betw een the tw o individuals 

w ould be unequal. T h e  exam ple dem onstra tes that application o f  the princip le o f 

distributing  according to need can give rise  to d ifferent d istribu tions o f  health  depending on 

how need is defined (C ulyer and W agstaff, 1993) and will also not necessarily  yield

equality  in o ther spaces such as health , rights, access.

Ensuring equality  o f access to  health  care  has a lso  been proposed as an im portant equity  

principle. This stem s from  an ideological concern  for equality  o f  opportunity . Y et w here 

access is defined in term s o f  cost o f  utilisation  or the m axim um  attainable consum ption o f 

health care, equality  in access will not autom atically  g ive rise to an equal health 

distribution (C ulyer and W agstaff, 1993). A llow ing  everyone the sam e costs o f utilisation 

does not guarantee that each person w ill use the am ount o f health  care required  to yield an 

equal d istribution o f health . P ursu it o f  equality  in access does not guarantee equality  in the 

other spaces investigated here.

T o  clarify, vertical equity is con cern ed  with ensuring that w here tw o p eop le  have unequal needs for health  
care, the treatment w ill be a p p ro p r ia te ly  unequal (i.e . the individual w ith greater need  for health care w ill 
receive m ore treatment than Ihe individual w ith a low er need  for health care).
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For each o f  the d istribu tion  principles outlined, unless people have equal health  

endow m ents, equal w illingness to pay, and equal capacity  to benefit from  health  care, 

acceptance o f equality  in one space (e.g. rights, needs, access) will potentially  lead to 

inequality  in the o ther spaces, including the health distribution. As long as the underly ing 

ideology o f  the d istribu tion  princip le is acceptable, an unequal d istribution  o f  health 

outcom es is not necessarily  inequitable.

C ulyer and W agstaff advocate instead for the equal d istribution o f health  to be a central 

goal, and that resources should be distributed  so as to achieve equality  o f  health. In this 

sense, dem and for equity  in health  care is derived from  the dem and for equality  o f  health 

(C ulyer and W agstaff, 1993). T hey  base this argum ent on A ristotelian reasoning that w here 

‘health  is norm ally a necessary  condition for a person to be able to flourish as a hum an 

being and, if  such opportun ities for flourishing are to be m ade equitable, so then should  the 

d istribution  o f  health” (C ulyer, 1995: 18). This also has resonance w ith S en ’s focus on 

seeking equalities in capabilities to function (Olsen, 1997, W agstaff and van D oorslaer, 

2000). There are som e cond itions to this approach and the authors allow  that o ther factors 

m ight also be considered in the d istribution o f  health resources and in the strategies chosen 

to achieve equality . T hey w ould not be indifferent to seeking equality  in health  by 

dam aging the health  o f  the healthy. It is also not necessary that all aspects o f health  care, 

such as ‘ho te l’ benefits p rovided by hospitals, be the object o f  equity principles. T hese may 

be d istributed according to w illingness to pay w ithout m any objections from  an equity  

perspective (C ulyer and W agstaff, 1993).

W illiam s agrees w ith this consequentia list view point and that the answ er to the ‘equality  of 

w hat?’ question in health  policy should be health. Specifically, W illiam s adopts the ‘fair 

inn ings’ principle w hich defines health as peop le’s w hole lifetim e experience o f health  (i.e. 

an aggregation o f their actual history  so far and their prospect from  now  on) (W illiam s, 

1998). He argues that to focus equity  policy  on som ething other than health  ou tcom es (e.g. 

resources, u tilisation, access) is to accept a m ore unequal d istribution  o f  peop le’s lifetim e 

experience o f health  (W illiam s, 2005).
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T he concept o f  a fa ir innings reflects the b ib lical idea th a t the years o f  our life are  three 

score and ten. A nyone who achieves or exceeds this is regarded  to have had a fair innings, 

w hile anyone dying  at an earlier age is thought to have died  tragically  young/cut o ff  in their 

prim e. W illiam s argues that if  “reducing  inequalities in lifetim e health is a w orthy social 

objective, it w ill lead us to be w illing  to do  m ore to enab le  young people to survive than we 

are w illing  to  do to enable old people to su rv ive” (W illiam s, 1997: 111). To take into 

account the fact that som eone w ho lives to the age o f  80 after a life tim e o f pain and 

d isab ility  canno t be seen to  have had a fa ir innings, the p referred  concept is that o f  a fair 

innings in the num ber o f quality  adjusted  life years.

In contrast to the consequentia list focus o f  W illiam s, C ulyer, W agstaff and others, Le 

G rand focuses on choices that lead to given health  outcom es. The space in w hich equality  

is sought is in term s o f choice sets. Le G ran d ’s position  draw s on argum ents by N ozick that 

our judgem ents about the equity  o f  a situation  take into account the history o f  the situation  

and how  it cam e about (Le G rand, 1984). In this position , the degree o f  inequity  in a 

situation depends on the ex ten t to w hich that situation is judged  to be the outcom e o f 

individual choice. T he underly ing ideological concepts are m ore closely  linked w ith 

equality  o f  opportun ity  schools o f  thought (and to som e ex ten t libertarian thought), than 

w ith the o ther ideo logies outlined earlier.

If an ind iv idual’s ill-health  resu lts from  factors beyond h is/her control (e.g. genetic illness), 

then the situation is inequitable, if  it results from  factors w ithin h is/her control, it is 

equitable (Le G rand , 1991). T o  illustrate w ith an exam ple, a drunk person driv ing late at 

night, speeds around a com er and knocks dow n a pedestrian  out w alking his dog. Both are 

rushed to hospital and both require urgent m edical attention  and an intensive care bed. 

Only one bed is availab le and a decision  needs to be taken on w ho it should be given to. Le 

G rand’s p rincip le  reasons that it w ould be inequitable to deny the pedestrian  the bed, given 

that he/she is in need o f health care due to factors beyond his/her control. In form al term s, 

the factors beyond an ind iv idual’s control are defined  as constraints. T hese constrain ts lim it 

the range o f possib ilities over w hich an individual can m ake choices. A choice set gives the 

set o f possib ilities that are bounded by the ind iv idua l’s constrain ts. Le G ran d ’s principle
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thus states that “a situation is equitable if it is the outcome of individuals choosing over 

equal choice sets” (Le Grand, 1984: 47).

In practice, there are examples (see below) where definitions of equity in health care draw 

on Le G rand’s proposals about the importance of choice. It is useful to set out here some o f 

the key reactions to Le G rand’s approach. Criticisms have been directed at the central 

concept of the theory, arguing that the contribution of behaviours to health inequalities is 

relatively small. The onset o f ill-health is commonly regarded as an act of fate, rather than 

the outcome of a person’s choice. In fact, most health specialists now agree that individuals 

have some degree of control over their health (Le Grand, 1991). At a more fundamental 

level, critics question the degree of autonomy in people’s preferences and choices in the 

first place. Even if choice were found to have an impact on health outcomes, the degree of 

autonomy in making that choice can be questioned. Many preferences are the product of 

social and biological forces that are beyond an individual’s control and it could be argued 

that information on the background social condition (e.g. disadvantaged/poor family 

background/sudden bereavement etc.) could soften tiie view of the negligent driver in the 

above example. Le G rand’s (1991) response is that to accept this alternative view would be 

to completely deny the existence of free will.

Culyer and W agstaff (1993) direct criticism at the practical application of Le G rand’s 

approach to the health care system and priority setting. Le Grand argues that if two well- 

informed, otherwise identical, individuals have different health statuses just because one 

smokes and the other doesn’t, then this health disparity is viewed as equitable. Yet in the 

case of health care, each should be treated the same in the health care system (receiving 

required treatment, free at the point of use) and it is in the finance of health care that such 

health-related behaviour ought to be taken into account. Le Grand points out that not all 

smokers develop lung cancer and therefore those who do are victims not just o f their own 

behaviour, but also of an element o f bad luck. It would be considered inequitable for the 

smokers who fall ill to be charged the full cost of their treatment given the role of chance in 

determining whether or not they fall ill. Rather, all smokers should pay an annual premium
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to cover the expected costs of treatment and those who require treatment should then 

receive the sam e access to treatment as non-smokers.

This is criticised by Culyer and W agstaff: “It is surely inconsistent to claim, on the one 

hand, that it is equitable for health differences to exist where they are the result of different 

choices made from the same choice set and, on the other, that people who damage their 

health through their own actions nonetheless have the same rights to health care as those 

who look after their health” (1993: 450). The authors argue that if health differences 

between smokers and non-sm okers are equitable, then treatment to restore the health of 

smokers should surely be inequitable.

2.3.2 International policy definitions

The current definitions of equity in health and health care adopted by the W orld Health 

Organisation (W HO) were originally outlined by W hitehead (1990). The definition of 

equity in health proposes that “ideally everyone should have a fair opportunity to attain 

their full health potential and, more pragmatically, that no one should be disadvantaged 

from achieving this potential, if it can be avoided” (W hitehead, 1990; 7). On the basis of 

this definition, the aim for policy on equity in health is outlined: “not to eliminate all health  

differences so that everyone has the same level and quality o f  health, but rather to reduce 

or eliminate those which result fro m  factors which are considered to be both avoidable and  

unfair” (W hitehead, 1990: 7, italics in original).

The principles underpinning the policy goal involve much of the same concern with choice 

as in Le G rand’s principle. A distinction is made between inevitable/unavoidable 

‘inequalities’ and unnecessary/unfair ‘inequities’ in health (W hitehead, 1990). Health 

inequalities due to biological variation or to chosen health damaging behaviours would not 

be classified as inequitable, while inequalities due to exposure to unhealthy living and 

working conditions would. Thus, the W HO accepts that inequity in health refers to health 

differences that are not just unnecessary and avoidable, but are considered to be unfair and 

unjust. Adopting the Le Grand perspective, the W HO states that a central criterion for
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ju d g in g  an inequality  to be unfair and unjust is  the degree o f  choice involved (W hitehead, 

1990).

T he W H O  defin ition  o f  equity  in health care has three parts: equal access to available care 

fo r equal need; equal u tilisation  fo r equal need; and equal quality  o f care for all 

(W hitehead, 1990). Thus, the defin ition  focuses on the princip le o f  horizontal equity  in 

access and in need.

T he robustness o f  the W H O  defin itions can be investigated in light o f  the foregoing 

d iscussion o f  philosophical equality  theories, and of the applications o f  equality  theory  in 

health , and a num ber o f  inconsistencies in the  W HO defin itions are identified. First, the 

conceptual progression leading to the initial definition o f  equity  in health  is not specified. 

Second, it is not clear how  the policy  goal fo r equity in health (i.e. seeking e lim ination  of 

‘un fa ir’ inequalities) logically  follow s the focus of the initial defin ition  (i.e. fairness o f  

potential). The initial defin ition  focuses on potentials/opportunities w hile the policy  goal 

focuses on consequences/outcom es. Third, the choice criterion for ju dg ing  the degree of 

inequity  in observed inequalities in health  has been subject to criticism  (see above).

Fourth, it is d ifficult to identify  the conceptual link betw een the goals for equity  in health 

and for equity  in health care (e.g. w hy should fair opportunity  to attain  health  potential 

require equal utilisation for equal need?). Fifth, there is internal inconsistency in the 

defin ition  o f  equity  in health  care. A chievem ent of equal access for equal need w ill not 

necessarily  be consistent w ith equal utilisation for equal need. In fact, the requirem ent o f 

equal utilisation for equal need is qualified  by W hitehead (1990) noting  that d ifferences in 

utilisation  m ay not necessarily  be view ed as inequitable (e.g. w here people  exercise  a right 

not to avail o f  health  services). R ather, W hitehead suggests that “w here use o f  services is 

restricted by social or econom ic disadvantage, there is a case for aim ing for equal 

u tilization  rates for equal need” (W hitehead, 1990: 9). This suggests an im plicit priority 

w ithin the defin ition  for the pursu it o f  the first goal (equal access) relative to the second 

goal (equal u tilisation). S ix th , the concept o f  need in the defin ition  o f  health  care is not 

specified and as show n earlier, th is can be defined in a num ber o f  ways. T he general
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definition o f equity in health focuses on people’s health potential which suggests a concern 

for people’s capacity to benefit from health care rather than their initial health state. 

Finally, the definition on equity in health care does not indicate the principles for health 

care financing.

These brief criticisms show how difficult it can be to generate definitions of equity in 

health and in health care that reflect clearly identifiable ethical principles, are internally 

consistent, and permit identification of pragmatic policy goals. Sim ilar problems have been 

raised in the context of policies in European systems, leading to difficulties in comparing 

health system performance across countries. D ifferent countries pursue different objectives, 

and as Oliver et al. comment; “more confusingly, conflicting objectives are often adopted 

within countries” (2005: S3, italics in original). Examples of such conflicts are found in 

countries seeking to reduce inequalities in access on the one hand, while also seeking to 

reduce inequalities in health outcomes on the other (Oliver et al., 2005).

The presentation of key philosophical perspectives on equity, o f the definitions of equity in 

the context of health, and o f generic examples of policies on equity in health provide the 

necessary background for assessing the equity principles in national health policies. The 

Irish health care system is frequently compared with systems in the UK, Canada, Australia, 

Sweden, and the US. The policies governing these systems are examined in more detail 

here.

The core objective of the English National Health Service is to ensure equal access for 

equal need. There are other objectives to improve health outcomes, narrow health outcomes 

inequalities and others, but com m entators describe these as secondary to the overriding 

objective of securing equal access for equal needs (Oliver, 2005). Yet the focus on access 

in the core objective conflicts with goals for outcomes in the secondary objectives.

Equity is one of the central core values on which the Canadian system is based and there is 

a strong emphasis on universal access, and on ensuring distribution o f care on the basis of 

need rather than any other factor (e.g. wealth, region etc.) (Commission on the Future of
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Health Care in Canada, 2002), although need itself is not defined. As outlined in theory, 

ensuring equal access to care can conflict with efforts to distribute care according to need.

Equity is also a central goal o f the Australian health care system (European Observatory, 

2006). Assessment of the key policy priorities suggests that the main focus for equity is on 

equalising health outcomes. The central vision of the Australian’s Dept, of Health and 

Ageing seeks “Better health and active ageing for all Australians” (Dept, of Health and 

Ageing, 2007) and there is also focus on improving the health of specific disadvantaged 

groups (e.g. Aboriginal and Torres Strait Islander peoples).

A central goal of the Swedish health care system is to ensure good health for the whole 

population and for care to be provided on equal terms. The 1982 Health and Medical 

Services Act specifies that priority is given to those whose need for care is greatest 

(Ministry of Health and Social Affairs, 2003), but need is not defined. However, another 

source indicates that the vision for the Swedish health care system is that of equal health 

for all (European Observatory, 2005b) which differs from the focus on distributing care 

according to need (however defined). Variations in translations into English are likely to 

contribute to these inconsistencies and the example again demonstrates that care is needed 

in the use of equity terms in policy documents (and in translations).

In other countries, it is more difficult to identify the principles underpinning the health care 

system. In the US, there has been less obvious commitment to equity compared with other 

OECD countries (W agstaff and van Doorslaer, 2000). However, in more recent debates 

there is increasing concern with growing inequalities in access to care. The US Dept, of 

Health and Human Service expresses a specific concern with those who are worst off, and 

identifies its mandate as “protecting the health of all Americans and providing essential 

human services, especially for those who are least able to help them selves” (US Dept, of 

Health and Human Service, 2008). A central priority within this mandate is to ensure 

access to basic health insurance at an affordable price for the whole population which is 

consistent with an equality o f opportunity perspective.
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2.4 Implications for health system s

T he ideological principles underpinning health  po licy  (i.e. the w ay in w hich equity  is 

defined) have d ifferent im plications for the structure o f  the health care system . A health 

system  can be described in a num ber o f ways. T his thesis adopts a financial perspective o f 

the system  and focuses on the flow  o f health  care resources from  the point o f initial 

co llection  (e.g. taxes, out-of-pocket paym ents) to their ultim ate d istribution across 

ind iv iduals (see C hapters 5-7).

In a system  governed by libertarian princip les, health  care is d istribu ted  in the private 

m arket according to w illingness to pay (i.e. out-of-pocket or private health insurance 

funds), in the context o f  m edical need.® A ccess to health  care in this context is considered 

to be a part o f the libertarian socie ty ’s rew ard system  and individuals can use their 

incom e/w ealth  to gain as m uch o f this rew ard as they wish (W agstaff and van D oorslaer, 

2000). In this case there is a d irect link betw een  the generation and d istribution  of 

resources. Individuals purchase health care and have exclusive rights to consum e the health 

care that they have paid for.

A lternative, non-libertarian  ideologies give rise to non-m arket orien ted  system s w here 

consum ption  o f health care is separated from  paym ent for that care. In these system s, 

health  care is publicly  provided, funded to som e degree from  pooled revenues collected 

from  the public. Each o f the non-libertarian  ideologies discussed in this chapter can be seen 

to  require som e degree o f  governm ent intervention. Ideologies relying on public provision 

have been loosely labelled ‘eg alita rian ’ theories, defined in term s o f  breaking the link 

betw een ability  to pay and access to health care (W illiam s, 1988).^

® W illin g n ess to pay for health care is com p lex  and w ill vary depending on the ser io u sn ess o f  the health care 
need  (e .g . i f  an individual is not ill, there is no im m ediate need for health care, and w illin g n e ss to pay for 
health care w ould  thus be low ).
 ̂ T he use o f  the term ‘egalitarian’ to group the non-libertarian princip les d iscu ssed  earlier in the chapter does  

not quite fit w ith S e n ’s proposal that all theories o f  ju stice  (i.e . including libertarian) are concerned  with  
equality in som e or other space . H ow ever, it is used in this context in order to d istin guish  betw een  libertarian  
and non-libertarian approaches to health system s for co n sisten cy  w ith W illia m s’ d iscu ssio n  on the issue.
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C haracterisations o f  in ternational health  system s often take the public /private  d istinction as 

a reference point for identify ing d ifferent archetypes (e.g. M cPake and N orm and, 2008), 

im plicitly  adopting the sam e broad d ichotom y betw een libertarian and egalitarian  

view points that is proposed by W illiam s (1988). In practice, it is d ifficult to identify  a 

system  that is purely private (libertarian) or pure ly  public (egalitarian) and m ost involve a 

mix o f public and private financing, and there are various w ays in w hich these tw o 

ideologies can be com bined in a health system  (W illiam s, 1988).

W ithin  a single system  w ith m ixed m otives, egalitarian  principles direct the provision o f 

som e aspects o f  the system  (e.g. w here need determ ines health care priorities) and 

libertarian  principles d irect other aspects o f  the system  (e.g. w here w illingness to pay 

determ ines priorities). A ccess to hospital treatm ent m ight be delivered  on the basis o f  need, 

w hile access to prim ary care is determ ined by w illingness to pay. W illiam s identifies 

problem s w ith this arrangem ent driven by the in ter-linkages betw een the tw o levels o f  care 

(e.g. prim ary care cases attending hospital em ergency  departm ents; prim ary carers acting 

as gatekeepers to secondary  care). H e argues that a sensible system  w ould be d ifficult to 

achieve if  each level o f  care w ere run on a d ifferent principle. A lternatively , C ulyer and 

W agstaff (1993) give som e exam ples w here d ifferent principles can operate w ithin a single 

system . T heir concern w ith ensuring that health care is organised  so as to yield an equal 

d istribu tion  o f health does not im ply that this princip le need apply  to all aspects o f health 

care. C om plem entary  services provided by hospitals (e.g. ‘ho te l’ benefits o f  private/sem i

private  room s) could be allocated on a libertarian  basis. H ow ever, W illiam s (1988) 

anticipated  such an argum ent w ith the w arning that separating am enity  aspects o f  care from  

the clinical aspects o f  care is com plicated. T o  illustrate, nursing care could be defined as 

partly  am enity  and partly clinical. W illiam s concludes that trying to cope w ith conflicts like 

these “ in a single organisation  w ould seem  to be ra ther a horrific task” (1988; 180).

A n alternative system  could ex ist with tw o independent system s operating alongside each 

other. The success o f  such a system  will depend to  som e degree on w ho is required to 

con tribu te  to the costs o f the public system  and w ho uses the public system . R icher people 

w ill opt out o f  the public system  if  standards in the private system  are higher. M edical
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professionals may have an incentive to ensure that standards in the public system are kept 

relatively low i f  they can make more money in the private system. Consumers in the 

private system may also wish to keep standards in the public system low (in order to 

minimise their contributions) i f  they don’ t intend to use the public system. Although 

characterised as a parallel system, the two are inter-linked and the existence of one system 

has implications for the functioning o f the other. It is d ifficult to find examples o f such 

systems. Many Latin American countries have large private sectors operating alongside 

public (and social insurance) systems. In practice however, in many cases the profit motive 

o f the private system leads to cream-skimming such that the two systems are not 

completely independent and the most complex and expensive cases are shifted back onto 

the public system (McPake and Normand, 2008).

A third alternative mixed system allows one system to predominate with the other 

permitted a minor role. According to W illiams (1988), most health systems gravitate 

towards this type o f system. In this case, a predominantly private system w ill “ moderate the 

ruthlessness of the ‘ i f  you can't pay, you can’ t have’ rule by organising a small public 

system to take care o f the poorer people”  (1988: 181). The US system has similarities with 

this approach. A large part o f the health care system is driven by market forces but there 

are publicly funded schemes in place to provide care for the very poor, and for the elderly. 

A predominantly public system may allow a small private system to function in order to 

allow richer people to be able to purchase health care that is not available in the resource- 

constrained public system (e.g. a faster service; a non-essential procedure; a more 

expensive treatment). The UK National Health Service is publicly funded from which 

everyone is entitled to seek care. There is also a small parallel market for private health 

care catering for those who are w illing to pay privately for specific services (European 

Observatory, 1999).

Williams has stressed the importance o f clarifying which ideological perspective has been 

adopted in the design o f a health care system (Williams, 1988). The international literature 

has focused on the distinction between libertarian based systems and more broadly defined 

egalitarian systems. Assessment of the public/private mix o f a health system is thus
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im portant given the d ivergence in their respective underlying ethical principles. In those 

system s that fit w ithin the egalitarian view point, further investigation can identify  the 

specific ideology fo llow ed (e.g. utilitarian, R aw lsian etc.). U sing S en ’s term inology, it is 

im portant to clarify  the ‘w h a t’ in the ‘equality  o f  w h at? ’ question regarding the egalitarian  

ideology underpinning the observed health  care financing and delivery  system .

2.5 Empirical investigation of equity in health care

D espite the difficulties in defin ing equity , there is much focus in the literature on 

investigating inequities in the context o f  health. Inequalities in health status by socio 

econom ic, dem ographic, and other factors are analysed in m any countries. Specific analytic 

techniques have also been developed to em pirically  test for equity  in health and in health 

care.

The m ost w idely recognised  approach is that developed by the European C om m unity  

C O M A C  H ealth Services Research Program m e on Equity, know n as the EC uity  project. 

The principle aim  o f the E C uity  project has been to com pare inequality  and inequity  in 

health and health care across countries. In particular, a com m on m ethodology was applied 

to m icro household-level data  in each participating  country** (including Ireland) to com pare 

inequity  in their respective health  care financing and delivery system s (van D oorslaer et al., 

1993, W agstaff et al., 1999, van D oorslaer e t al., 2000).

The E C uity m ethodology provides the starting  point for the analytic approach o f this thesis 

and the m ethods and results o f  the project are described in m ore detail in C hapter 4. H ere 

the focus is on the underly ing  equity  princip les that the EC uity techniques aim  to analyse. 

The techniques have been applied  to three d ifferent spaces in the ‘equality  o f  w h a t? ’ 

dom ain covering health , health care financing, and health care delivery.

“ Participating countries at d ifferen t stages o f  the project have included B elg iu m , D enm ark, Finland, France, 
G erm any, G reece, Ireland, Italy, the N etherlands, N orw ay, Portugal, Spain, S w ed en , Sw itzerland, U nited  
K ingdom , U nited States.
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In the first space, the techniques loot: for inequalities in health status that are related to 

socio-econom ic inequalities (e.g. van D oorslaer and K oolm an, 2004). T h is reflects a 

pragm atic version o f  the ideological p rincip le that is concerned w ith ach iev ing  an equal 

d istribu tion  o f  health (consistent w ith S en ’s theory o f  equality). In practice, it would be 

im possib le to equalise  health status over all the  varied characteristics o f individuals. Policy 

m akers often  focus on equalising  across individuals in term s o f  specific characteristics, 

such as socio-econom ic status.

In the second space, analysis looks for inequalities in health care paym ents across the 

socio-econom ic d istribution  (W agstaff et al., 1999). Inequalities in paym ents are assessed 

in term s o f the vertical equity  principle that people o f  unequal ability  to pay should pay 

unequal am ounts. D ifferent ideologies will im pose d ifferent requirem ents on how  unequal 

the paym ents should be betw een individuals o f  unequal ab ility  to pay. A libertarian 

perspective assum es that people o f  greater ab ility  to  pay are entitled  to pay as m uch as they 

are w illing for the good/service in question. A u tilitarian  perspective, concerned with 

m axim ising  utility, focuses on the extent to w hich unequal paym ents affect the generation 

o f  overall utility. W ith d im inishing m arginal u tility  o f  incom e, the u tilitarian  perspective 

m ay favour a paym ent structure w hereby those w ith higher incom es pay a higher 

proportion  o f their incom e for health care relative to those w ith low er incom es. Thus, the 

techniques for analysing equity  in health care financing can be used to investigate equity  as 

defined by both libertarian and egalitarian princip les. It turns out that this has im portant 

im plications for how  the results from  such analyses are to be interpreted. T his fact is o f 

central interest to  this thesis and provides m uch o f the m otivation fo r an alternative analytic 

approach adopted in C hapter 5.

In the third space, the techniques have been used to investigate inequalities in health  care 

u tilisation across the socio-econom ic and health  status d istribu tions (e.g. van D oorslaer et 

al., 2000). Specifically , analysis focuses on the horizontal p rinciple that people  o f equal 

health  need (defined as ill-health  status) should have equal u tilisation  o f  health care 

services. This analytic focus is firm ly w ithin the egalitarian  school o f  thought as a 

libertarian theorist would be unconcerned w ith the d istribution  o f outcom es such as
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utilisation. A utilitarian might be indifferent about uneven utilisation patterns between two 

individuals of equal health status unless the horizontal inequity gives rise to disutility. A 

Rawlsian perspective would be concerned to remove the inequality in utilisation between 

two people of equal need and unequal socio-economic status to the benefit o f the worst off 

(poorer) individual. Sen’s theory would be concerned with the horizontal principle to the 

extent that it leads to inequality in capability to function.

There is some debate about the focus on the horizontal equity principle in this third space 

of health care delivery. W hile there have been some attempts to measure vertical equity in 

health care delivery (e.g. Sutton, 2002) it is more difficult to measure and most of the 

literature has focused on horizontal equity. The definition of need is also very important 

and if need is defined both in terms of need and capacity to benefit, securing the horizontal 

principle of equal treatment for equal need will apply to very few situations (Olsen, 1997).

Health equity theorists have more frequently debated the choice of utilisation rather than 

access as the outcome of interest. A series of literary exchanges in the early 1990s between 

Culyer et al. (1992) and M ooney et al. (1991, 1992) summarises the key arguments. The 

latter argued that it is access, rather than utilisation, that is the focus of many health policy 

statements on equity. The horizontal equity principle of equal access for equal need would 

provide individuals with the opportunity to use needed health care services. The actual 

distribution of utilisation will not necessarily be equal as a result, as individuals can choose 

their level of compliance with treatment. Mooney et al. (1991) concluded that because the 

principle does not rely on coercion and is not elitist, the pursuit o f equal access for equal 

need is “the superior equity criterion; not only that, but that a policy based on utilisation is 

unworkable” (1991: 479). Culyer et al. (1992) disagreed and argued instead that “a concern 

about access to health care stems from a concern about utilisation of health care, which in 

turn stems from a more fundamental concern about health itse lf’ (1992: 209). W hile the 

rules determining access play an important role in achieving an equitable distribution of 

health care, other factors such as preferences, decisions taken by policy makers and other 

actors, affect the treatment received by individuals. Focusing on access would therefore 

only provide partial assessment o f equity in health care delivery.
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However, in more recent empirical investigations of equity in health care delivery, there is 

less call for criticism  that the wrong thing is being measured. Using newly developed 

‘decom position’ techniques, van Doorslaer and M asseria (2004) com m ent that in such 

analysis the access versus utilisation difference now seems “fairly innocuous” (2004: 9). 

The decom position techniques (see Chapter 6) investigate the role of access factors (e.g. 

education, private insurance status) as well as health need factors in assessment of socio

economic related health inequalities (van Doorslaer et al., 2004, van Doorslaer and 

Masseria, 2004). This acknowledges the fact that once differences in health need have been 

controlled for,^ residual inequalities in utilisation can be due to other factors that are likely 

to be linked to access.

Assessment of equity in health care in two separate spaces of financing and 

utilisation/access is a central feature of the ECuity approach. Separate analytic methods, 

each based on concentration curves and indices, are required for each space within the 

general ECuity approach (W agstaff, 2002b). The separation is consistent with an 

egalitarian perspective on health care. The egalitarian perspective, and hence the separate 

analytic approach, is based on an assessment of available empirical studies and the goals of 

policymakers by W agstaff and van Doorslaer (1993). Despite the problems highlighted 

earlier in identifying clear definitions of equity in national health care policies, the 

researchers observed widespread support for two broad principles that im ply an egalitarian 

objective, nam ely that health care should be distributed according to need (rather than 

ability to pay), and financed according to ability to pay.

The foregoing sections provide an outline of the general theoretical, policy, institutional, 

and empirical perspectives on equity in health care. These provide useful baselines from 

which to view equity in the Irish health care system in the following section.

A s w ill be d iscu ssed  in C hapter 6, this analysis ob serves the average relationship  b etw een  health utilisation  
and health status. T he overall lev e l o f  unmet need is not captured by these m easures.
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2.6 Irish health care system

2.6.1 Equity in Irish health policy

Com mitment to equity has been an important element of Irish health policy. The 1986 

national health policy interpreted equity as “the distribution of available health services 

over the population on the basis of need and an equitable sharing of the cost of providing 

such services” (quoted in Nolan, 1993:136). This closely resembles the two principles 

identified by W agstaff and van Doorslaer (1993) above.

Equity is also a central principle in the current national health strategy. The purpose here is 

to identify the ideological principles underpinning the definition of equity that is adopted in 

the current policy. The policy is structured around a central vision. Supporting this overall 

vision are four key guiding principles. The vision and the guiding principles give rise to 

four national goals, which in turn shape specific objectives, leading to specific action 

requirements.

The vision is outlined as follows: “A health system that supports and empowers you, your 

fam ily  and community to achieve your fu ll  health potential; A health system that is there 

when you need it, that is fair, and that you can trust; A health system that encourages you 

to have your say, listens to you, and ensures that your views are taken into account. ” 

(DOHC, 2001b: 8, italics in original). The focus on empowering people to achieve their 

full health potential suggests a concern with equality o f opportunity/access, as in the WHO 

definition above. However, the focus on achievement of everyone’s full health potential 

also suggests a concern with maximising health status and the vision could therefore be 

interpreted from a utilitarian perspective. The health system is to be available to all 

individuals when needed, and is to be fair. Need is not defined, and the criteria for fairness 

is not specified.
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T he supporting principles are assum ed to provide fu rther clarification  o f the concepts 

em bodied  in the vision. Equity is included in the four supporting  principles'®  and the W H O  

defin ition  o f equity  is adopted. As above, this defin ition  is confusing, suggesting  a concern  

w ith fair opportun ity  to achieve full health potential on the one hand, w hile concerned w ith 

d isparities in actual health  ach ievem ents on the other. T here  is no reference to the criterion  

required  to d istinguish  betw een fair and unfair d ifferences in opportunity  or in health 

status, although the verbatim  adoption o f the W H O  defin ition  im plies that it has also 

adopted Le G rand’s choice criterion. It is d ifficu lt to settle  on one ideological principle that 

underpins this defin ition , but it is m ore straightforw ard to elim inate specific candidates, for 

exam ple libertarianism . The concern w ith achieving a ‘fa ir’ opportun ity  for achieving 

health  potential, and avoiding disadvantages in this opportunity , suggests som e level o f 

governm ent in tervention  and is unlikely to be supported  by the strictly  libertarian 

philosophical view point.

T he D O H C ’s ow n in terpretation o f the equity  defin ition  is given in w hat is intended as a 

sum m arising  statem ent but w hich in fact outlines a particu lar in terpretation o f  the 

definition: “Equity  m eans that: health inequalities are targeted; people are treated fairly  

according to need” (D O H C , 2001b: 17). T he first part o f  the statem ent im plies a concern 

w ith an equal d istribution  o f health in the population, but this does not necessarily  fit with 

the second part o f  the statem ent, that people are treated accord ing  to need.

T here is further reference to a concern w ith reducing inequalities in health  status that are 

linked to socio-econom ic status (i.e. an ou tcom es perspective), but again  in the sam e 

sentence there is reference to a com peting concern  fo r equity  in access based on need: 

“E quity  will be central to  develop ing  policies (i) to reduce the d ifference in health status 

currently  running across the social spectrum  in Ireland; and (ii) to ensure equitable access 

to services based on need” (D O H C, 2001b: 18). The aim  to reduce socio-econom ic 

inequalities in health status is observed a num ber o f  tim es in the strategy. It is stated that 

the health  strategy “m ust prioritise supporting the d isadvantaged to im prove their health 

sta tus” (D O H C , 2001b: 36) and carries a clear m essage “about m aking Ireland a health ier

T he other three principles include peop le-centred  service; quality o f  care; clear accountability .
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nation and m aking sure that good health is enjoyed m ore equally  across society” (2001b: 

39). This has resonance w ith the R aw lsian concern w ith im proving the status o f  those who 

are least advantaged  in society.

Yet at the sam e tim e, the strategy also m akes frequent reference to fairness in access, 

w hich is in tended to “ im prove health  by ensuring that people know  w hat services they are 

entitled to and how  to get those services and that there are no barriers, financial or 

otherw ise, to receiv ing the services they need” (D O H C, 2001b: 18). It is further stated that 

one o f the key concerns o f  the strategy “is to prom ote fair access to services, based on 

objectively  assessed need, rather than on any other factor such as w hether the patient is 

attending on a public or private basis” (2001b: 43). Rem oval o f  socio-econom ic 

d isadvantage is also  referred to in this context o f  access/opportunity , w here one objective is 

aim ed at “ensuring  that d isadvantaged  groups get the help and support they need to ensure 

that everyone in society  has an equal chance to achieve his or her full health poten tia l” 

(2001b: 61).

To sum m arise, equity  is a central p rincip le in the Irish national health care strategy. Y et the 

defin ition  is unclear, inconsistent, and varied and thus cannot be uniquely aligned w ith any 

one philosophical ideology. The answ er to S en ’s ‘equality  o f  w h at?’ question varies 

throughout the docum ent. At one point the strategy is concerned w ith equality  in access 

and opportun ity  (to achieve full health potential), at another it is concerned w ith equality  in 

health status, and at yet ano ther it is concerned w ith d istribution  o f  resources according to 

need.

As a first recom m endation  the defin itions o f  w hat is m eant by equity  in health, and in 

health care, need to be revisited  in Irish national health  policy.

2.6.2 Equity in the Irish health system

The w ay in w hich a health  system  is structured is expected to reflect the principles

espoused in policy. In broad term s, w hile the defin ition  o f  equity  in Irish health policy  is
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difficu lt to align w ith a specific ideological perspective, w ithin the libertarian /egalitarian  

d ichotom y it is aligned w ith the latter perspective. This section assesses the structure  o f  the 

Irish system  to determ ine the extent to w hich it fits w ith a recogn isab le  ideological 

perspective.

As outlined in m ore detail in C hapter 3, the Irish health care system  is characterised  by a 

m ix o f public and private provision and financing. T he m ix in public and private  financing 

varies across health care services and across individuals giv ing rise to a com plex  structure 

w here libertarian  and egalitarian  principles operate for d ifferent peop le  and for d ifferent 

services. These com plexities are investigated in detail in C hap ter 6 o f  this thesis. Thus, the 

system  resem bles the ‘m ixed m o tives’ system  described by W illiam s (1988).

T he structure o f  entitlem ents to publicly  funded health  care services is p resen ted  in C hapter 

3. M edical cards are issued to individuals on a m eans-tested basis (and to  all individuals 

aged 70 and older), entitling  the holders and their dependents to free prim ary and public 

hospital services. For public hospital services, individuals w ithout a m edical card  are 

required to m ake co-paym ents. Independent private hospitals function alongside the public 

system  and those w ho are w illing to pay m ore can seek private  care fo r specific  services. 

W ithin public hospitals, som e services are provided on a w illingness to pay basis (e.g. 

p rivate/sem i-private accom m odation).

At the prim ary care level, general p ractitioner (G P) services are provided in the private 

m arket. Individuals w ithout a m edical card are required to pay 100% o f the private  charge 

for G P services and to m ake large co-paym ents for prescrip tion m edicines.

E xam ples o f  both libertarian and egalitarian  (broadly defined) princip les operate  in this 

m ixed public /private  system . In hospital care, the baseline level o f  service is structured on 

an egalitarian  m otive w hile libertarian princip les apply to services over and above that 

baseline (i.e. ‘ho te l’ benefits etc.). In prim ary care, egalitarian  p rincip les apply  only to a 

proportion  o f  the population  and the m ajority  are exposed to a libertarian , m arket-oriented 

system .
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It is not hard to see how  this system  contains m any o f  the features described  as ‘horrific ’ by 

W illiam s (1988). A s predicted , differential pricing structures fo r d ifferent parts o f the 

health care system  give rise to varied incentives that can lead to com plicated  patterns o f 

u tilisation and unintended interactions betw een the d ifferent levels o f  health care. This has 

potentially  negative im plications for efficiency and effectiveness in the way in w hich 

health care services are used. The role o f incentives and their im plications for resource 

allocations is discussed elsew here in this thesis (see C hapters 6-7) w here the focus is on 

how  the health  system  is im plem ented in practice.

It is also im portan t to note that the focus o f  this discussion is on the principles underlying 

the structure o f the Irish health care system . This does not suggest that actual 

im plem entation o f  the system  follow s these princip les. T here are m any exam ples in health 

care system s, in Ireland and other countries, w here practical im plem entation contrasts with 

intended structures, giving rise to further com plications in the ideological principles o f 

system s as operated  in practice.

The presence o f  libertarian  values im plies that the underly ing ideological p rincip le o f  the 

Irish system  cannot be a concern for equal health status (e.g. S en ’s view  on equality  o f  

health) in society. T he existence o f the private system  indicates respect for the view  that if 

people are w illing  and able to pay m ore for m ore health care, they have a right to do so. 

Y et even if  a private system  did not exist in Ireland, there is no law preventing an 

individual w ho is w illing to pay for it, to travel abroad to seek additional health care over 

and above w hat is available at hom e. Thus, unless there are specific law s preventing 

purchase o f  private health  care, libertarian princip les will operate to som e extent in m ost 

countries today.

W hat is m ore interesting  in the Irish system  is that libertarian princip les apply not ju s t to 

parallel private services, and non-essential ‘ho te l’ benefits, but also, for specific 

individuals, to basic prim ary care services. T he ideological princip les governing prim ary 

care are im portan t given its gatekeeping ro le to the rest o f  the system . For those individuals 

required to pay out-of-pocket for G P care, their use o f  G P care is influenced (am ongst o ther
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factors) by their ab ih ty /w illingness to pay for it and the structures suggest that policy is 

indifferent to how  m uch they d o /d o n ’t purchase.

T he adoption o f  egalitarian  princip les in part o f  the prim ary care system  calls for 

investigation  o f  the objective o f  the egalitarian  approach (i.e. equality  o f ‘w hat’). 

Separation o f  d irect paym ent for prim ary care into those w ho pay nothing and those who 

pay full costs suggests a concern w ith equalising  access betw een those w ho are financially  

inhibited  from  prim ary care and those w ho aren ’t. This w ould be consistent w ith an 

underly ing  ideology concerned with equality  o f  opportunity , w here access is defined in 

term s o f  the direct costs o f  utilisation. E lig ib ility  fo r a m edical card is m ainly determ ined 

on the basis o f a m eans test. T he group includes the w orst o ff in society in socio-econom ic 

term s w hich suggests a concern w ith prom oting health care access for the poorest in the 

population , consisten t with a R aw lsian perspective.

H ow ever, m edical cards can be granted on the basis o f  ill-health , and are also issued to all 

those w ho are aged 70 and over. A lthough the m edical card group does capture those with 

the low est incom es in the population , the full incom e range is not restricted to the very 

poor. G iven the linkage betw een low socio-econom ic status and poor health , and betw een 

o lder age and poor health , low health status m ight be a characteristic  that m ost m edical 

card holders have in com m on. Rem oval o f the d irect costs o f  u tilisation for this group 

suggests a concern w ith im proving access for those w ho have a high capacity  to benefit 

from  health  care, w hich can be consistent w ith a u tilitarian  perspective. W ithin the m edical 

card holder category, the underly ing principle m ay be one o f equalising  access for those 

with equal need, defined e ither as ill-health  or capacity  to benefit. H ow ever, it is unlikely 

that the criteria  for m edical card elig ib ility  are sufficiently  sophisticated  to div ide the 

population  into tw o in ternally  hom ogenous groups, those w ith equally  low  health 

status/h igh capacity  to benefit and those w ith equally  high health status/low  capacity  to 

benefit. It is thus d ifficult to identify  the ‘w hat’ that the egalitarian  approach in prim ary 

care is seeking to equalise. The sam e line o f  reasoning can be applied  to the egalitarian 

approach in public hospital care.
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To summarise, the general structures of the Irish health care system operate on a mix of 

libertarian and egalitarian principles. Libertarian principles apply both to non-essential and 

parallel private services, but also, for some people, to basic primary care services that are 

not provided elsewhere in the system. Public finance is directed at specific services and at 

specific groups in the population, indicating some level of concern for inequality that 

justifies a role for government intervention in the system. Yet it is difficult to identify 

which inequality is the focus of attention. Access is improved (by removal of direct costs) 

for those who are socio-economically deprived, those in very poor health, and the elderly. 

This suggests a concern to increase access (but not necessarily utilisation) for those who 

are most deprived in health and economic terms, or those with greater capacity to benefit 

from health care. There are elements o f Rawlsian and utilitarian ideologies here but neither 

are fully consistent with a known ideological principle. It is also not clear why the mix of 

libertarian and egalitarian principles differs between the primary and secondary levels of 

health care.

2.6.3 Empirical analysis of equity in Irish health system

Undl recently, rigorous empirical analysis on equity in Irish health care was lacking and 

the main contributions were conducted in the late 1980s/early 1990s using data from the 

1980s (e.g. Tussing, 1985; Nolan 1991).

Assessment of equity in the space of health status has predominantly relied on descriptive 

analysis of survey data. The results from these investigations of socio-economic 

inequalities in health status in Ireland are presented in detail in Chapter 3. Recent 

econometric analysis o f data from the Living in Ireland Survey confirm the inverse 

relationship between socio-economic position and health status where those in lower socio

economic groups are more likely to have a worse health status as measured by self-assessed 

health (Layte, 2004).

Equity has been investigated in both financing and udlisation spaces in the Irish system as 

part of the ECuity project (Nolan, 1993, W agstaff et al., 1999, Layte and Nolan, 2004). The
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results from  these investigations are outlined in C hapters 4 and 6-2. H ow ever, as d iscussed 

earlier, the E C uity  m ethodology proceeds on the assum ption that w here egalitarian 

principles govern the health system , it is reasonable to undertake independent assessm ents 

o f  the financing and utilisation patterns. It follow s that w here libertarian  principles 

dom inate or play an im portant role in a health system , as seem s to be the case in the Irish 

health  care system , this may cause problem s for the EC uity  m ethodology. This is discussed 

in detail in C hapter 4 w here it will be argued that interpretation  o f  equity  in the space o f 

health care financing in the Irish health  care setting m ust be undertaken in the context o f 

the space o f  health  care delivery. S im ilarly , Layte and N olan (2004) acknow ledged that 

analysts o f  equity  in Irish health  care u tilisation  “cannot avoid” (2004: 114) a discussion of 

the costs involved in accessing health  care, and how  these vary across the socio-econom ic 

d istribution .

2.7 Summary and conclusions for Chapter 2

To conclude, there is no universal agreem ent on a theory  on d istribu tive ju stice  that should 

govern interactions in society. A situation m ay be considered equitable according to the 

principles o f  one ideology but not o f  another. Pursuit o f  specific objectives on the basis o f  a 

given set o f  principles m ay conflict w ith the required  objectives to m eet an alternative set 

o f principles. This presents difficulties for defin ing and assessing  equity  in the conte.xt o f  a 

specific field, such as health and health care.

M any in terpretations o f  equity  in health  and health care have their orig ins in well know n 

ideological theories on equity. This discussion has outlined these underly ing theories, and 

their conflicts, to prepare the ground for understanding the conflicts that can arise betw een 

pursuit o f  d ifferen t health equity  principles.

In practice, m any health policy statem ents include equity  as a key objective, Ireland 

included. Yet b rie f assessm ent o f  the defin ition  o f  equity  adopted by the in ternationally  

representative body, the W H O , against the theoretical discussions highlighted  a num ber of
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inconsistencies in the w ording. S im ilar problem s arose in assessm ent o f  the equity 

objective in the current Irish and o ther in ternational health care policies.

C om m itm ent to an equity  objective in health  care has im plications for the structure o f  the 

health care system . N otw ithstanding  the problem s in in terpreting the policy defin ition  of 

health care equity , the structure o f  the Irish health care system  is d ifficult to place w ithin a 

d istinct ideology and em bodies both libertarian  and egalitarian  principles. It is also noted 

that actual im plem entation  o f  the system  m ay diverge from  the intended structure. W hen 

evaluating features o f  health  system  perform ance, such as resource flow s (the focus o f this 

thesis), it is im portant to keep in m ind the benchm arks against w hich these are being 

assessed. In the Irish case, this is a com plex issue w hereby im plem entation m ay differ from  

intended structures, w hich in turn m ay diverge from  intended policy, w hich in itse lf is 

difficult to  interpret.

Em pirical investigations o f  equity  in health  care have focused on three spaces o f inequality: 

health; financing (vertical inequity); and u tilisation/access (horizontal inequity). Separate 

analysis o f  equity  in financing and u tilisation  relies on an assum ption that the m echanism s 

for paym ent for, and receipt of, health  care are not linked in a system  governed by som e 

form o f egalitarian  ideology.

This poses problem s in system s w here libertarian  principles operate to an im portant degree, 

and this is exam ined in detail in C hap ter 4. C hapters 4-7 undertake em pirical investigation 

o f  equity  in Irish health care financing. C hapter 4 applies w idely  used techniques for 

m easuring equity  in health  care financing to recent Irish data. Fo llow ing  an assessm ent o f 

the results in light o f the com plications suggested  here, subsequent chapters discuss and 

develop a w hole system s approach to track ing  resource flow s in the Irish health care 

system .

The d iscussion in this chapter has underlined  the com plexity  o f  the equity  concept, w ith 

im plications for inconsistencies in stated policy  com m itm ents to equity , as illustrated in the 

Irish national health policy. T he em pirical analysis o f  equity  in Irish health care financing
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in this thesis proceeds in the context outlined here that there is no clearly defined equity 

principle against which actual implementation can be assessed. Rather, the approach can be 

to identify the equity principles that are being pursued in practice, and to assess these 

against principles espoused in other countries. It is also important to remem ber that equity 

need not be the only principle in a country’s health policy and may compete with other 

principles to shape the health system. In the Irish case, equity, however interpreted, is 

pursued along with the principles of ensuring a people-centred service, quality of care, and 

clear accountability (see also Chapter 3).
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Chapter 3 The Irish health system

3.1 Introduction to Chapter 3

C hapter 2 outlined and defined the theoretical context for the focal concept o f  this study, 

equity. Specifically , the central concept o f  equity  is analysed in the context o f the Irish 

health care system . Thus, it is im portant to also outline the practical context for the study 

and this is the aim  o f this chapter.

T he chap ter is divided into tw o parts. The first part describes the key structures and policies 

that govern the Irish health  care system . W ithin  the broad structural focus, specific features 

o f  the system  require m ore detailed attention because o f  their im portance for the analysis o f 

equity. T he second part o f  the chapter introduces and analyses these issues, outlin ing their 

linkage w ith investigations o f  equity. In each part, the descrip tions draw  on the m ost up-to- 

date inform ation available and w here relevant, there is also reference to the year 2004 as 

this is the year on which m uch o f the equity  analysis in later chapters is based.

As will becom e clear th roughout this chapter and analysis in subsequent chapters, there are 

a num ber o f  com plexities in the Irish system  that are unusual in an in ternational context. It 

is em phasised  in the literature that know ledge o f the historical background to the Irish 

health system  provides im portant insight into the current shape o f  the financing, delivery, 

and en titlem ent structures. T he history behind the Irish health care system  has been 

described in detail by B arrington (2000) and W ren (2003) and is not re-presented  here. 

R ather, it is im portant to view  the system  from  an inform ed perspective that recognises that 

m any o f  the current com plexities and unusual structures have evolved from  a long history  

o f  po licy  decisions. The policy  process has been influenced at d ifferent stages by a w ide 

range o f  econom ic”  and non-econom ic factors, as well as by specific institutions and 

individuals (e.g. the C atholic hierarchy, m edical p rofessionals).'^

"  Fiscal shortages in the late 1980s had negative im pacts on acute hospital care in term s o f  long w aiting lists 
and bed c losures. H ospitals gained additional revenues by adm itting  private patients, and hospital bed
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Part one of the chapter is presented in sections 3.2 - 3.6, which describe the organisational 

structures of the system (3.2), national policies and priorities (3.3), delivery structures 

(3.4), key financing structures (3.5), and health care entitlements (3.6). Part two of the 

chapter focuses on the characteristics of different entitlement groups in the system (3.7) 

and introduces key challenges, related to equity, that are observed in the system (3.8). 

Summary and conclusions are presented in section 3.9.

3.2 Organisational structure

The Irish system underwent substantial organisational reform in 2005 and is now adjusting 

to new managerial structures. The central aim of the reform was to improve the availability 

and quality of health care services by improving the planning, management, delivery, and 

evaluation of services and their respective accountability arrangements (Health Service 

Reform Programme, 2006).

The key bodies in the reformed system include a re-structured Department of Health and 

Children (DOHC), a new Health Service Executive (HSE), and a new Health Information 

and Quality Authority (HIQA). Figure 3.1 oudines the main areas of responsibility for 

these three institutional bodies.

c losu res w ere concentrated on  pub lic rather than private beds (W ren, 2 0 0 3 ), w hich  in turn contributed to a 
grow in g  dem and for private care.

At various points in history proposals w ere m ade to introduce a system  o f  national health insurance to  
provide free primary care to the w h ole  population but these w ere repeatedly rejected , in particular by a strong  
a llian ce b etw een  the C atholic hierarchy and the m ed ical profession  (Barrington, 2 0 0 0 ) .

- 4 7 -



Figure 3.1 Reformed stru c tu res  and roles in the Irish health care system

Health Inforniation & 
Quality A uthority  (HlOA)

Information and Quality 
Leadership ♦

♦

Health Service 
E xecutive  (HSE)

M anage and Deliver 
Health Services

R estru c tu red  Dept, o f 
Health and C hildren  (DQHC)

Strategic Policy/Planning, 
A nalysis

Source: Health S erv ice  R eform  Program m e (2 0 0 6 )

The DOHC performs a stewardship function for the sector and provides support to the 

M inister for Health and Children, who is politically accountable for the health service. The 

department is responsible for strategic policy and planning, evaluation of resource 

allocations, and development o f an effective legislative and regulatory framework for the 

system.

The HSE came into operation on 1*‘ January 2005 to manage the operation of the health 

service’̂  and is comprised of four directorates including the National Hospitals Office 

(NHO); Primary, Community and Continuing Care (PCCC); Population Health; and the 

National Shared Services Centre.

The NHO manages acute hospital services on a national basis, incorporating 52 acute 

public hospitals. The PCCC directorate provides health and personal social services

T he H SE rep laces ten region ally -b ased  H ealth Boards that w ere resp onsib le  for d aily  adm inistration o f  
public health serv ices. H ealth B oards operated in: D ublin , Kildare and W ick lo w  (Eastern R egional H ealth  
A uthority; and in the M idlands, M id -W est, N orth-E ast, N orth-W est, South-E ast, South, and W est.
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through health  facilities and com m unities, includ ing  prim ary and m ental health care, 

d isability , child , youth and fam ily, com m unity  hospital, continuing care and social 

inclusion services. T hese services are co -ord inated  by 32 Local H ealth O ffices throughout 

the country. T he Population H ealth directorate is responsib le for p rom oting and protecting  

the health  o f  the population  and target groups by influencing health  strategy and policy, 

and through im plem entation  o f  im m unisation and o ther program m es. N ational Shared 

Services are responsible for a range o f  functions including hum an resources, finance, 

p rocurem ent, and inform ation and com m unication  technology.

T he H IQ A  was fully established in 2007 and is responsib le for prom oting quality  and 

safety in Irish health  and social care services.

T he above descrip tion  o f  the organisational and m anagerial structures in the system  is b rief 

desp ite  the fact that the recent organisational reform s have a high profile  in current health 

policy  d iscussions. In practice, these reform s have had little/no im pact on central health  

policy priorities, or on the structures for how  health care is financed and delivered  in 

practice. It is these latter issues that provide the m ore im portant contextual background for 

analysing  equity  in the system  and these are focused on in m ore detail in the fo llow ing 

sections.

3.3 National policies and priorities

The aim s and objectives o f  the health  system  are outlined in the curren t national health 

strategy, ‘Q uality  and Fairness -  A H ealth System  for Y o u ’ (D O H C, 2001b), w hich draw s 

on princip les developed in earlier policies (e.g. 1986, 1994).

As outlined in C hapter 2, equity  is one o f four guiding principles, together w ith quality  o f 

service, accountability , and people-centredness, that underpin the curren t strategy. H ealth 

expenditure  is regarded by the strategy as a valuable investm ent that leads to im proved 

health  and w ell-being w ith social and econom ic benefits for the population  and the 

econom y.
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Four national goals are identified to pursue the vision (see Chapter 2) and guiding 

principles of the sector. The first goal aims to achieve better health for everyone (e.g. 

promotion of well-being, reduction of health inequalities) and the second focuses on 

providing fair access in the system. The third aims to ensure that care is responsive and 

appropriate to the needs of the patient and the fourth is concerned with improving quality. 

The strategy also outlines key structural reforms required to meet these goals, including 

bed capacity expansion in the hospital sector, human resource and organisational reforms, 

and reform of the primary care sector.'"^

The national primary care strategy, ‘Primary Care: A New Direction’ (DOHC, 2001a) sets 

out the blue prints for revisions to the structure of primary care. The reforms are aimed at 

strengthening this level of care, recognising its potential for meeting 90% - 95% of all 

health and personal social services needs (DOHC, 2(X)lb). The new structures provide for 

inter-disciplinary primary care teams, capable of delivering a range of services from one 

location. In practice, implementation of this strategy has been slow. Ten primary care 

teams have been piloted but there has been no formal evaluation of these projects by the 

DOHC (Tussing and Wren, 2006). There is also no confirmation that plans to increase the 

number of primary care teams to 200 (DOHC, 2006d) have been initiated.

Other important documents have contributed to the current shape of the health system. 

Commissioned consultative reports have reviewed specific issues within the health system 

and these have been used to inform policy decisions. The report by the Commission on 

Health Financing (1989) is particularly remembered for its acknowledgement of inequities 

in accessing public hospital care. The 1989 Commission recommended introducing a 

common waiting list for public and private patients to ensure treatment on the basis of 

priority rather than ability to pay. Instead of a common waiting list, the policy response 

w'as to introduce a bed designation system (described below) that is in place today (Nolan

A ctiv ities w ithin the sector are also governed by issue specific  strategies such as the 2006 Strategy for 
C ancer C ontro l, the National S trategy for A ction on Suicide Prevention (2005-2014), the 2004 National 
H ealth  Inform ation  S trategy, the C ard iovascu lar Strategy (1999), the N ational H ealth Prom otion  Strategy 
(2000-2005), the N ational C h ild ren 's  S trategy (2000) and the National Drugs S trategy (2001-2008) (D O H C , 
2008a). Plans for capital developm ent are incorporated in the governm ent-w ide N ational D evelopm ent Plan 
(2008).
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and W iley, 2000). Although mandated to look at health care financing, the report 

concluded that the central problem at the time was not one funding but one of 

administration. Recommendation for the establishm ent of a national executive (i.e. the 

HSE) thus dates back to the late 1980s (O'Hara, 1998).

The recent organisational reforms were specifically guided by three consultative reports, 

referred to as respectively, the Prospectus Report on structures and functions (Prospectus, 

2003), the Hanly Report on staffing (National Task Force on Medical Staffing, 2(X)3), and 

the Brennan Report on financial management (Commission on Financial M anagement and 

Control Systems in the Health Service, 2003). The latter highlighted the accountability and 

planning problems in the sector, with fragmented management and control mechanisms 

leading to poor cost forecasting and budget overruns. The Brennan report recommended 

moving away from historical-based budgeting to activity-based costing and management, 

and the im provem ent of accountability frameworks throughout the public system.

3.4 Health care delivery s tructures

This section identifies the main primary and secondary health care delivery structures in 

the system. The distribution o f health care resources to health care providers is discussed in 

detail in Chapter 6 and thus this section provides an important overview of these providers, 

public and private.

Primary care is delivered by private general practitioners (GPs). GPs act as gatekeepers for 

hospital treatment, providing letters of referral to secondary care for patients in their care 

(Nolan and Nolan, 2004a). GPs are located in the community in single/multi-person 

practices although the trend for single-handed practices is declining (O ’Dowd et al., 2006). 

There are approx. 2,47?'^ GPs practicing in Ireland (O'Dowd et al., 2006)'^ and this 

translates to approximately 0.61 GPs per 1,000 population. This is low compared with

In the year 2005.
This is low er than an estim ate  by an independent consultancy o f  2 ,700 for the year 2003 (Indecon, 2003), 

and higher than the O E C D  estim ate o f  2,101 practicing G Ps for the year 2004 (O EC D , 2006). T he latter does 
not include the sm all proportion  o f doctors who are not registered with the Irish C ollege o f  General 
Practitioners and is by defin ition  an underestim ation.
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other European countries (e.g. 1.7 per 1,000 in France), including the UK (0.7 GPs per 

1,0(X) population) (OECD, 2006). The majority of GPs hold a contract with the 

Government to provide primary care services to individuals who are eligible for state- 

subsidised care (see below) (O'Dowd et al., 2006).

Primary care is also provided by a range of other health professionals including public 

health nurses, health care assistants, home helps, midwives, occupational therapists, 

physiotherapists etc. Under the national primary care strategy, there are plans to formally 

integrate the work o f these and other professionals into the proposed primary care teams 

and wider network structures (DOHC, 2001a).

Acute health care services are delivered in public and private hospitals. There are three 

broad types o f public hospital in Ireland: Health Service Executive (HSE) public, voluntary 

public, and private hospitals. HSE public hospitals are owned and funded by the HSE. 

Voluntary public hospitals may be owned by autonomous institutions (e.g. religious orders) 

but in fact for many years have received most of their funding from the Government. There 

are 52 acute public hospitals (HSE and voluntary) under the supervision of the NHO (HSE, 

2007a), including specialist (e.g. orthopaedic) and maternity hospitals. These have been 

divided into eight groups on a regional b a s i s . T h e  hospitals range in size from relatively 

small county-based (<100 in-patient beds) to large teaching hospitals (>800 in-patient 

beds) (Tussing and W ren, 2006).

There are 14 private hospitals (Tussing and Wren, 2006), including private psychiatric 

hospitals, and these are independent and receive no direct state grant f u n d i n g . T h e  private 

hospitals operate in parallel to the public hospitals but there are some services that are not 

available in the private sector (e.g. complex treatments'^ etc.).

D ublin  M idlands; D ublin  South; M id W estern; North East; North Eastern; South Eastern; Southern; 
W est/N orth  W estern (H SE , 2 0 0 7 b ).

T hey m ay rece ive  other types o f  state funding, for exam p le from charges for p ub lic  patients who.se 
treatment is paid for by state funds under the N ational T reatm ent Purchase Fund.

E .g, liver transplants.
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T here are a range o f public and private facilities that p rov ide non-acute long-term  health 

care. Public long-stay units include geriatric  hospitals and hom es, district and com m unity  

hospitals, and H SE w elfare hom es. Private facilities re fer to private nursing hom es (Layte 

et al., 2007).

3.5 Health care financing

3.5.1 Introduction to financing structures

A s d iscussed  in C hapter 1, the central objective o f  this study is to investigate patterns o f  

equity  in Irish health care financing. This section  provides im portant inform ation on the 

financing  structures that will be draw n on in the equity  analysis in later chapters. The 

com position  o f financing in the Irish health care system  is outlined, together w ith details on 

trends and international com parisons. T he rules govern ing  the allocation  o f public and 

private resources to health care providers and functions are d iscussed. In light o f  its high 

profile , a separate section describes how  the private health  insurance m arket operates in the 

system .

3.5.2 Composition of financing

T he Irish health  system  is financed by a m ix o f public and private  expenditure. F igure 3.2 

show s the breakdow n o f total non-capital health expenditure  by public and private sources 

from  1980 to 2004. Public resources accounted for 78%  o f the total health  resource 

envelope in 2004.^“ Public expenditure is m ainly funded from  general taxation , including 

social insurance contributions. A small am ount o f  general taxation  is earm arked 

specifically  to health in the form  o f a 2%  health  levy.

Private health  expenditure includes direct out-of-pocket paym ents by households (13%  o f 

the total), and claim s expenditure (8.8% ) by private health  insurance com panies on behalf 

o f  their m em bers.

See C hapter 6-1 for m ore detail.
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3.5.3 Trends in financing

The proportions of public and private expenditure are relatively stable over the years 

although there have been different patterns in the rate of growth o f expenditure, particularly 

in public expenditure. Trends in Irish public health expenditure since the 1980s have been 

described as a “story o f two halves” (W iley, 2005: S171).

From 1982 to 1989, public health expenditure declined reflecting problems in the wider 

macro-economic situation at the time. Restraint in public expenditure was an important 

element in measures taken to bring down high debt levels (Haughton, 2000). Net non

capital public health expenditure fell by more than 11% in constant terms (see Table 3.1). 

This corresponds with the decline in the share of public expenditure in total health 

financing in the late 1980s (Figure 3.2).

With the improvement in the economy during the ‘Celtic T iger’ years, public expenditure 

started to rise again. From 1990 to 2002, net current public health expenditure increased by 

114% in real terms. The greatest increase occurred in the period 1996-2002. Between 

2002-2006, real net current public expenditure has increased by more than 20%.

However, the initial growth was not reflected in an increase in the share o f public health 

expenditure in GNP as the economy was growing at an even faster rate. In fact the share of 

public health expenditure in GNP^' fell over much of the 1990s but has started to increase 

in more recent years (Table 3.1).

Out-of-pocket expenditure on health includes spending on GP and other professionals’ fees 

(e.g. dentists, opticians etc.), net outlays on medicines, other medical equipment and 

services, and net hospital charges. The proportion of out-of-pocket resources in the total 

resource envelope has remained stable over time although it is noted that data on private 

health expenditure in Ireland are imprecise and need to be interpreted with caution 

(Tussing and Wren, 2006), and this will be further discussed in Chapter 6. The majority of

In v iew  o f  the large proportion o f  profit repatriation out o f  the country by foreign  com p an ies, G N P  is held  
to be a more reliab le m easure o f  national incom e for Ireland (N olan  and N olan , 2 004b ).
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the population are required to pay out-of-pocket for primary care and private health 

insurance has not typically provided cover for this level of care. However, products 

providing out-patient coverage are now increasingly being offered (Colombo and Tapay, 

2004) and out-of-pocket expenditure on GP visits may see a decline in future years.

Private insurance was initially intended to serve the wealthiest proportion of the population 

(approx. 15%) but demand has now grown to more than 50% of the population (Insight 

Statistical Consulting, 2005). Despite this growth in demand, private health insurance has 

consistently contributed to less than 10% of the total health care resource envelope.

Figure 3.2 Percentage breakdown of non-capital health expenditure in Ireland 

(1980-2004)22

1980 1982 1984 1986 1988 1990 1992 1994 1996 1998 2000 2002 2004

□  public re so u rces  □  private health  in su rance I out-of-pocket re so u rces

Sources: DOH, 1981, DOH, 1983, DOH, 1984, DOH, 1985, DOH, 1986, DOH, 1987, DOH, 1988, DOH, 

1989, DOH, 1990, DOH, 1991, DOH, 1992, DOH, 1993, DOHC, 1999a, DOHC, 2002b, DOHC, 2005a.

Excludes non health ‘social’ spending by the Dept, o f Health and Children.
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Table 3.1 Net non-capital public health expenditure in current and constan t term s 

and a s % o f  GNP (1980-2002)

Year
Current

€000
Constant*

€000(1995=100)
Constant 

(annual % change)
Current as % 

of GNP
Current as % 

of GDP

1980 908,498 2,509,662 7.25 7.01
1982 1,236,852 2,677,169 4.86 7.07 6.63
1984 1,425,281 2,620,002 1.49 6.90 6.26
1986 1,590,601 2,603,275 0.00 6.67 6.04
1988 1,615,107 2,307,295 6.11 6.01 5.37
1990 1,908,470 2,511,144 5.72 5.96 5.27
1992 2,379,118 2,718,992 4.84 6.68 5.93
1994 2,793,251 2,931,008 6.22 6.70 6.02
1996 3,049,038 2,998,071 0.59 5.88 5.19
1998 3,885,535 3,472,328 7.52 5.66 4.95
2000 5,422,700 4,180,956 10.03 6.07 5.17
2002 7,933,400 5,374,932 9.21 7.45 6.09
2004 9,642,283 5,557,512 0.88 7.65 6.47
2006 12,010,414 6,516,774 7.65 7.88 6.77

“ Constant expenditure calculated using the Government health deflator provided by the Central Statistics

O ffice.

Sources; DOH, 1981, DOH, 1983, DOH, 1984, DOH, 1985, DOH, 1986, DOH, 1987, DOH, 1988, DOH, 

1989, DOH, 1990, DOH, 1991, DOH, 1992, DOH, 1993, DOHC, 1999a, DOHC, 2002b, DOHC, 2005a, 

DSFA, 2005, DSFA, 2006, Dept, o f Finance, 2006, Dept, o f Finance, 2007.

The difficulty in iioiding healtii expenditure constant has long been recognised by 

policymakers. W iley discusses how “the inherent tendency of many of the key influences 

on health expenditure levels is to exert pressure for expansion” (Wiley, 1998: 78). These 

key influences include public sector pay levels, advances in medical technology, 

demographic developm ents and changes in consumption patterns over time. Public sector 

pay is the single most expensive input, accounting for approximately 66% of public health 

expenditure (W iley, 2001). Technological and pharmaceutical advances can lead to a direct 

increase in the volume of services consumed, thereby raising health expenditure. The 

increase in the volume o f day care experienced in the Irish system, with no concomitant 

decline in demand for other acute care, has been triggered in part by technological 

improvements that have enabled a number of procedures to be shifted from an in-patient to

- 5 6 -



a day care setting (Wiley, 1998).^^ The population in Ireland has been growing since the 

1960s and is projected to reach more than 5 m illion by 2021 and this is expected to 

increase demand for health care services (Morgenroth, 2008).

The extent to which the increases in public expenditure in recent years have yielded 

improved outputs/outcomes has been debated and the health sector has been described as a 

‘Black Hole’ (Wren, 2004). Wren (2004) argues against the existence o f this Black Hole. 

Given the period o f under-investment during the 1990s, the reversal of the trend in health 

expenditure is justifiable although problems o f inefficiency, triggered by limited absorptive 

capacity and other issues, are acknowledged (Wren, 2004). W iley (2(X)1) points out that 

irrespective of any disagreement on the existence or otherwise of a black hole in 

expenditure efficiency, there has been widespread discontent with Irish health services and 

argues for systematic health-economic analysis o f the sector.

3.5.4 International comparison

Comparison with other countries is complicated. Public health expenditure in Ireland funds 

a range of social services that in an international context are not categorised as health 

expenditure. Adjusting for non-health expenditure, public current health spending per 

capita increased from 60% of the EU 15 average in the 1960s to 94.4% of the average in 

recent years (Tussing and Wren, 2006). Despite the strong growth in public expenditure in 

the 1990s, Irish per capita expenditure is still lower than the EU average and might be even 

lower i f  further deductions are made for non-health specific programmes (Tussing and 

Wren, 2006). These deductions are discussed in more detail in Chapter 6 as part o f the flow 

of funds analysis.

By contrast, public capital health expenditure (not adjusted for social projects) exceeds the 

EU per capita average by over 200% (Tussing and Wren, 2006). This is in direct contrast to 

previous decades o f low investment in health capital. Public capital expenditure reached a

The number o f day cases reported to the Hospital In-patient Enquiry (HIPE) increased from 65,402 in 1992 
to 314,768 in 2001 accounting for more than 30% o f total discharges in 2001 (ESRI, 2006).
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low o f 38% of the EU per capita average in 1990 and remained below the EU average until 

the mid-1990s (Tussing and Wren, 2006). Much of the high level of investment in public 

health capital in current years can thus be justified by the need to replace/upgrade 

depreciated health infrastructure (e.g. equipment, facilities etc.).

As discussed in Chapter 2, most health systems are funded by a mix of public and private 

sources (M cPake and Normand, 2008) and countries can be grouped according to 

similarities in the proportional mix. Ireland is part of the group of countries with 

predominantly tax-financed health systems, including the UK, Finland, Denmark and Italy 

(M ossialos and Dixon, 2002). The group of countries with high proportions o f social 

insurance funding includes the Netherlands, France and Germany, although some of these 

systems are supported by substantial tax-based subsidies by the Government. At the other 

extreme, a sm aller number of countries rely on high proportions of private sources (private 

health insurance, out-of-pocket expenditures) to fund the health system, including the US, 

Switzerland, South Africa, Brazil (McPake and Normand, 2008).

Evidence suggests linkages between financing mix and health expenditure levels. 

Predominantly tax-financed health systems tend to have the lowest levels o f per capita 

health expenditure, followed by social insurance systems. Systems with large proportions 

of private financing show the highest levels of per capita health expenditure relative to 

other countries. There is no conclusive evidence that the financing mix has a direct 

causative effect on health expenditure. Nevertheless, it is widely believed that there is a 

strong correlation between tax-financing and expenditure control (M cPake and Normand, 

2008). Not surprisingly, concerns about under-funding are often heard in tax-financed 

health systems, while in social insurance based systems, concerns about cost containm ent 

and efficiency have been the driving factors behind a number of recent reforms (Saltman, 

2004).
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3.5.5 Resource allocation

The HSE holds budgetary responsibility for public health resources. Budget allocations 

within the sector have been based on historical expenditure trends rather than on strict 

formulae (W iley, 2005) and the Brennan report (2003) identified an absence of systematic 

evaluation of baseline expenditure. In recent years, there has been an attempt to introduce 

more formal activity-based budgeting. A proportion (30%) o f budget allocations to 37 

public acute hospitals are now adjusted for casemix calculations and there are plans to 

expand the scope of the casemix adjustments over time (DOHC, 2006a).

The non-capital public health budget is allocated via the HSE to hospital, primary and 

com m unity health services (including mental health, disability services etc.).

In primary care, public resources are allocated to private GPs for care provided to patients 

under the medical card scheme. Eligibility for the medical card scheme is described below 

(medical card holders receive free primary and secondary care at the point of use). 

Resource allocation to GPs under this scheme has changed over time. Prior to 1989 the 

participating GPs were paid by the Government on a fee-for-service basis for the medical 

card patients. The response of medical practitioners to different reimbursement 

mechanisms has been widely investigated. Based on evidence of demand inducement^”* 

found by Tussing (1985) in the 1980s the method of GP reimbursement for medical card 

patients was changed to one of capitation and this remains in place today.

Supplier-induced  dem and occurs w here a m ed ical professional, acting as an agent for the patient, induces 
more dem and than is necessary  (M adden et al., 2 0 0 5 ).

A  sm all num ber o f  G Ps con tinu e to be paid under the o ld  fee-fo r-serv ice  system  for m edical card patients.
U sin g  m ore recent data M adden et al. (M adden et al., 2 0 0 5 )  did not find strong ev id en ce  o f  supplier- 

induced dem and. N olan  and N olan  (N olan  and N olan , 2 0 0 4 a ) agreed with these find ings and suggest that 
in cen tives tow ards over-u tilisa tion  o f  G P serv ices ex ist m ore on the part o f  patients rather than o f  providers.
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Under the contract, GPs receive a capitation fee in respect of each medical card holder 

registered with their practice, regardless of whether or not the patient attends for 

consultation in that year. The capitation fee is made up of three elements:

Standard capitation fee (adjusted for patient’s age, sex and distance from doctor’s 

surgery)^’;

Additional fees for outside hours work (e.g. home visits);

Additional fees for certain services (e.g. suturing of cuts, influenza vaccination, 

Hepatitis B vaccination).

In 2001, eligibility for the medical card scheme was extended to all individuals aged 70 

years and above (regardless of income). The policy change was implemented without first 

agreeing on fees for GPs (who faced a reduction in private income as a result of the 

decision). Negotiations led to higher rates being paid to GPs for services provided to the 

previously ineligible 70+ year olds. In 2001, the standard capitation fee for medical card 

holders aged 70 years and over, who had previously been eligible for a medical card on the 

basis of a means test, ranged from €95.43 to €171.33. In contrast, the capitation rates for 

the newly eligible, non means-tested 70+ medical card holders ranged from €462.16 to 

€669.79^^ (Commission on Financial M anagement and Control Systems in the Health 

Service, 2003). Both the standard rates and the special rates for the 70+ medical card 

holders are increased over time. These capitation structures provide important information 

that is used to guide the modelling and discussion of policy options for improving equity in 

the system in Chapter 7.

Published estimates o f GP charges for private patients range from €35 to €36 (Indecon, 

2003). However, anecdotal estimates are much higher than these. GP out-of-hours co

operatives in the Dublin area charge €50 per visit suggesting this is closer to the average 

GP charge, at least in Dublin.

Ranged from €38.8  to €190.1 in 2004 (GM S (Payments) Board, 2004b).
The higher payment was granted in respect o f  patients in a private nursing home.
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Also at primary care level, payments are made to pharmacists who dispense prescriptions 

under the medical card scheme and other government drug schemes (e.g. Drugs Payment, 

Long Term Illness etc.). The payment rates vary across these schemes. For the medical 

card scheme, the retail pharmacist receives reim bursem ent for the drugs, medicines and 

appliances dispensed on a cost of ingredients basis, plus an additional dispensing fee. For 

the Drugs Payment and Long Term Illness schemes, the pharmacist receives the ingredient 

cost, a 50% mark-up on the ingredient cost, plus a dispensing fee (PCRS, 2006).

In secondary care, acute hospitals command the highest proportion of public health 

resources although their share has declined over time from 53.8% in 1980 to 46%  - 48% in 

more recent years (W iley, 2005^^). M ore than half of the additional funding to public health 

services in the late 1990s was directed to continuing care services, including services for 

people with disabilities, older people, and children (DOHC, 2001b). The detailed 

presentation in Chapter 6 of the health care resource envelope for one specific year can be 

seen against this general trend of the shift away from hospital resources.

Consultants working in public hospitals are paid a fixed salary by the state under a 

common contract. In addition to this salary, the consultant is permitted to attend to private 

patients (in public and private hospitals), for whom they receive paym ent on a fee-for- 

service basis (usually from the relevant insurance company). Although contracted to spend 

a specified number of hours fulfilling their public duties, there is currently no mechanism 

for monitoring the activities of co n su ltan ts .N eg o tia tio n s  have been underway since 2005 

to revise the common contract and this would provide for a new public only contract under 

which consultants would work full time in the public hospital system (DOHC, 2007c).^' 

Public hospitals also receive payment in respect of the use of a private bed within the

C hapter 6 estim ates that acute hospitals account for less than 44%  o f  total public  resources using 2004 data 
that have been adjusted  to be in line with the O EC D  defin ition  o f health  care.

W ren (2003) describes how  the Irish M edical A ssociation accepted the con tract only after they received 
assurance that there was no intention to m onitor exactly  how  m uch tim e the consu ltan ts w ould spend in 
m eeting their contractual ob ligations to the public health sector. As W ren sum m arises “ so im precise was the 
contract in what it required o f consultants for their state salaries that the D epartm ent [o f H ealth] urged its 
review , alm ost before the ink was d ry ” (W ren, 2003: 61).

The new contract w ould provide for two types o f  consultants. Public only consu ltan ts would not engage in 
any privately rem unerated  professional m edical practice. T he second type o f con tract w ould perm it a lim ited 
volum e o f  private practice that w ould be m onitored (D O H C , 2007c).
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hospital. T hese structures give rise to financial incentives favouring the treatm ent o f  private 

patients w ithin the public hospital system . T he influence o f these and other incentives are 

d iscussed in detail in C hap ter 7.

In both prim ary and acute hospital care, publicly  financed and privately  financed care is 

very often  adm inistered  by the sam e staff, using the sam e facilities. In prim ary care, all 

GPs are private. In secondary  care, there are separate public and private hospitals, but 

w ithin public hospitals, consultants are perm itted to treat patients on a private basis. 

Public /private  in teraction in the Irish health  care system  is one o f the key issues to be 

exam ined as part o f  the analysis o f equity  in this thesis. The m ain difference is the m ethod 

o f re im bursem ent. Care for private patients is reim bursed on a fee-for-service basis while 

care for public patients is largely reim bursed on a fixed paym ent basis. W ren (2003) points 

out that w hile T ussing identified signs o f  supplier-induced dem and in G P care his 

recom m endations w arned against a structure w herein G Ps are paid by capitation  for som e 

patients and not for others. Such a situation creates two classes o f  care and doctors 

therefore have an incentive to refer public patients m ore quickly on to o ther services.

T he overlap  betw een public and private care in the public hospital system  is supported in 

governm ent policy. The integrated system  is defended in term s o f perm itting  public 

hospitals to retain the services o f  top m edical specialists and therefore to have them 

available to care for public patients. T he national strategy explicitly  states that the current 

public /private  m ix o f beds in the public hospital system  is in tentional in order to ensure that 

the tw o sectors can share resources, clinical know ledge, skills and technology (D O H C, 

2001b).

3.5.6 Private health insurance

Private health insurance was introduced in Ireland in the late 1950s w ith the establishm ent 

o f the statu tory  health insurance body, the V oluntary  H ealth Insurance (V H I) Board. The 

m arket was opened to com petition  in the 1990s and BU PA  Ireland (now  Q uinn H ealthcare) 

entered in 1997, follow ed in 2004 by V IV A S H ealth. VHI H ealthcare continues to
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dom inate the m arket w ith an approxim ate 75%  share o f  the custom er base in 2007 (V H l 

H ealthcare, 2007).

G overnm ent policy supports the existence o f this m arket and the national health strategy 

describes it as a “ strong com plem ent to the publicly  funded system ” and a vital part o f the 

“overall resourcing o f  health care in this country” (D O H C , 2001b: 111). In practice, the 

G overnm ent actively supports the m arket by subsid ising  the cost o f  private health 

insurance. Tax relief (at the standard rate) is allow ed on health insurance prem ium s, and is 

estim ated to have cost the exchequer €190.6  m illion in revenue foregone in 2003 (Revenue 

C om m issioners, 2005).

The private health insurance m arket is governed by principles o f  com m unity  rating, open 

enrolm ent and lifetim e cover (Y H EC, 2003). T hese m easures are intended to  shape the 

private health insurance m arket to be in line w ith governm ent ob jectives (Y H EC, 2003). 

C om m unity  rating requires that the sam e prem ium  is charged for a particu lar product to all 

individuals, regardless o f  individual characteristics (e.g. age, sex, health status). Open 

enrolm ent ensures that health insurance m em bership  is open to any individual under the 

age o f  65 who applies, and lifetim e cover obliges the insurance com pany to renew  the 

insurance contract on an annual basis (provided the individual has not conducted fraud 

under the insurance contract). The H ealth Insurance A uthority  was estab lished  in 2001 to 

oversee the m arket and to im plem ent a risk equalisation  schem e to support com m unity 

rating. U nder risk equalisation, funds are transferred  w ithin the m arket to com pensate 

com panies for less favourable risk profiles. The G overnm ent announced that risk 

equalisation paym ents w ould be activated w ith effect from  1®‘ January  2006 (VHI 

H ealthcare, 2007). This process proved controversial and led B U PA  Ireland to take legal 

action and subsequently  to exit the m arket in 2007, transferring  ow nersh ip  to Quinn 

H ealthcare. To date, no risk equalisation  paym ent has been made.

As indicated earlier, the initial aim  o f private health insurance was to  provide cover for the 

w ealthiest proportion o f the population (approx. 15%) who at the tim e w ere required to  pay 

in-patient bed charges, consultan t treatm ent costs for in-patient care, and out-patient
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charges, in public hospitals (see below for further details on eligibility categories). Demand 

for private health insurance was buoyant and expanded beyond the top 15% of the income 

distribution even when entitlement to free consultant treatment in public wards of hospitals 

was later extended to the richest earners in the population. The proportion of the population 

with supplementary private health insurance grew from 4% in 1960 to 35% by 1987 and 

has now exceeded 50% (Nolan, 2005, Insight Statistical Consulting, 2005).

The reasons behind this growth have not been fully understood. The growth occurred 

despite the extensions in eligibility to public hospital care, despite substantial increases in 

health insurance premium s and a reduction in tax relief on premiums from the marginal to 

the standard tax rate. Econometric analysis indicates that a large proportion o f the increase 

in demand remains unexplained even after controlling for income and price changes 

(Nolan, 2005). Attention has turned to attitudinal surveys which strongly suggest that 

perceptions of greater access to hospitals and o f greater quality of private versus public 

care, are key drivers underpinning the observed demand for health insurance (Nolan, 

2005). Other reasons include ensuring good treatment, direct consultant care, and avoiding 

large hospital bills (Nolan and Wiley, 2000).

The majority o f health insurance cover is for hospital care although private health 

insurance companies have recently begun to offer primary care benefits, usually with high 

deductibles (Colombo and Tapay, 2(X)4). For hospital care, the insurance company 

reimburses the hospital and the medical consultant on behalf of the insured patient. This 

applies in public and private hospitals. In the case of public hospital charges, for many 

years these hospitals charged only the costs associated with the ‘hotel’ facilities of using a 

private room (Nolan, 2005).
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3.6 Health care entitlements

3.6.1 Eligibility categories

Entitlement is a key factor in any health care system, identifying who is eligible to benefit 

from publicly funded health care goods and services. As w ill be outlined in Chapter 4, 

entitlement provides a valuable perspective from which to investigate equity in the Irish 

health care system. It is therefore important to set out in detail the entitlement structures for 

the system.

E lig ib ility  for public health services in Ireland has changed over time. E lig ib ility  for certain 

services have been gradually extended to the entire population (although subject to nominal 

charges) while others remain restricted. Proposals for providing free (at the point o f use) 

health services to the entire population have been considered and debated at various 

junctures throughout the history o f the state but have never been fu lly  implemented (Lynch, 

1998, Barrington, 2000). As recently as 2006, the Adelaide Hospital Society commissioned 

a report investigating options for introducing a system of social health insurance in Ireland 

(Thomas et al., 2006).

By 1987 three e lig ib ility  categories were identifiable:-

1. Eligible for free public hospital and primary care services;

2. Eligible for public hospital care with charges for per-night and out-patient services;

3. Eligible for public hospital care with charges for per-night, out-patient and 

consultant services.

Categories 2 and 3 were required to pay out-of-pocket for all primary care services. 

E lig ib ility  was determined primarily on the basis o f income and Category 3 was restricted 

to the top 15% earners in the population. In the late 1950s, all but the top earners were 

entitled to public hospital care without charge. The establishment o f private health 

insurance was thus in itia lly motivated to encourage these unprotected high-eamers in the 

equivalent o f Category 3 to protect themselves from their in-patient maintenance and 

consultants’ costs (Nolan and Wiley, 2000).
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In the early 1990s, further changes to eligibility led to the abolition of Category 3 and the 

population is now divided between Categories 1 and 2 although there have been some 

recent changes in eligibility for primary care. Table 3.2 outlines the entitlements of each of 

these groups in detail.

Individuals in Category 1 are issued with a medical card under the General Medical 

Services (GM S) scheme. The full medical card grants the recipient (and dependents) free 

access to public in-patient and out-patient hospital services, GP and pharmaceutical 

services, dental, ophthalmic and aural services, medical appliances, maternity and infant 

care services and a maternity cash grant on the birth of a child. In 2005 a second, more 

limited medical card was introduced. The ‘GP (family doctor) V isit’ medical card grants 

the recipient (and dependents) access to free GP services, not including prescriptions or any 

other primary/secondary care.

Individuals in Category 2 are liable for statutory in-patient and out-patient charges for 

public care in public hospitals. The standard daily charge for public in-patient care is €60 

up to an annual maximum of €600 (DOHC, 2007a). The out-patient charge is €60, 

including attendance at an Emergency Department, except where a referral letter is 

provided. Individuals in this category can also avail of a range o f public assistance 

schemes. The Drugs Payment Scheme reimburses prescription costs above a specified 

monthly threshold (currently €85 per month). The Long Term Illness Scheme covers the 

costs o f prescription medicines for specified long-term illnesses (e.g. diabetes). The High- 

Tech Drugs Scheme covers the cost of very expensive high-technology medicines that are 

usually only prescribed/initiated in hospital (e.g. anti-rejection drugs for transplant patients 

or medicines used in conjunction with chemotherapy or growth hormones). Category 2 

individuals are also granted free GP maternity and infant care services.
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Table 3.2 Eligibility for health services in the Irish health care system

GP
Prescription
medicines

Public Hospital Care
Community 

care & 
personal 

social services

OthersAcute hospital 
in-patient

Acute hospital 
out-patient 

(inc. emergency 
department)

Category 1 Free Free
Free Public 
Care Free Public Care Free

Various 
entitlement to 
dental, 
ophthalmic, 
aural care 
(e.g. free 
treatment for 
children in 
state schools); 
other benefits.

Category 1 
(GP Visit only)

Free

Reimbursennent 
above €85 per 
month €60 per night 

(annual max 
€600)

Free »/ith referral Various - 
depends on 
availability 
and HSE area

Free for Long Term 
Illness
(e.g. diabetes)

€60 vi/ithout 
referral

Category II

Private GP 
charge

Reimbursement 
above €85 per 
month €60 per night 

(annual max 
€600)

Free with referral
Various - 
depends on 
availability 
and HSE area

Free GP 
maternity and 
infant care 
services

Free for Long Term 
Illness
(e.g. diabetes)

€60 without 
referral

Source: Compiled from DOHC (2007a)

Elig ib ility for a full medical card is granted to those earning an income below a specified 

threshold level and the medical card covers the individual and his/her dependents. The HSE 

also has the discretion to issue medical cards on the basis o f ill-health. Since 2001, all 

people aged 70 years and over are entitled to a medical card (not including dependents), 

regardless of income (Government of Ireland, 2001). E lig ib ility  for the GP V isit medical 

card is determined by a means test where the income threshold is higher than that for a full 

medical card.

3.6.2 Population composition

Many people in Category 2, and a small proportion o f those in Category I, purchase 

supplementary private health insurance. Thus, the population can be categorised into four 

broad entitlement groups; medical card only with no supplementary insurance ( ‘medical 

card’ ); privately insured only with no medical card ( ‘privately insured’ ); individuals with 

both medical card and private health insurance ( ‘dual cover’ ); individuals with neither 

medical card nor private health insurance (i.e. ‘non-covered’). For ease of presentation the
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four groups are referred to in the text of this thesis as follows: medical card, privately 

insured, dual cover, and non-covered.^^ It is noted that the public/private dichotomy in 

health care that was outlined earlier, does not necessarily define entitlement status. An 

individual in a specific entitlem ent group may be categorised as a private patient at one 

level of care, and a public patient at another. To illustrate, a non-covered individual pays 

privately for GP care, but may be more likely to be treated as a public patient at the 

secondary level (paying public hospital charges). An individual with dual cover is eligible 

for publicly funded GP care, but is more likely to be treated as a private patient in hospital 

(i.e. with the cost of care covered by private insurance). This distinction is important for 

understanding the incentive structures in the system to be discussed in Chapter 7.

Table 3.4 presents the breakdown of the population by these entitlement groups from the 

late 1970s to the present day. The size of the medical card group has fallen in absolute 

terms from 1.22 million to 1.03 million over the period 1977-2005, representing a fall in 

the proportion of the population from 37% to 25%. A further 3% (approx. 0.12 million) of 

the population has dual cover from a medical card and private health insurance. The fall in 

the number of medical card holders has attracted criticism and has been blamed on the 

failure o f income thresholds to have kept pace with rising incomes over time (W ren, 2003). 

The Government acknowledges, in the current national health strategy, that existing 

eligibility thresholds “do not adequately reflect the levels at which ‘hardship’ or financial 

barriers to accessing the necessary care arise”) and should be reviewed (DOHC, 2001b: 

47). Government pledges of the numbers of new medical cards to be made available often 

fail to distinguish between those issued on the basis o f a means test, and those available 

under the 70+ age criterion, thereby exaggerating claims of lowering financial barriers. As 

outlined below, the dual cover group is expected to include a high proportion of those 

granted a 70+, non means-tested, medical card and the increase in the size o f this group 

since 2001 coincides with the introduction of the new policy.

A n a ly sis  in this thesis draw s on data from  the year 2 0 0 4 , prior to the introduction o f  the G P  V isit m edical 
card. Future an a lysis w ill need  to lake into account this n ew  entitlem ent category.



As outlined earlier, the number o f people holding private health insurance shows a 

consistent increase over time reaching more than 49% in 2005 (2.02 million), excluding 

those with dual cover. The number o f people without additional cover from a medical card 

or from private insurance shows the opposite trend and declined as a proportion o f the 

population from 45% in 1977 to 23% in 2005 (0.95 million).

These patterns vary by region and the proportion o f medical card holders is lower in the 

Eastern region relative to the rest o f the country (GMS (Payments) Board, 2004a)^^

Figure 3.3 Population by entitlement status 1977-2005 (number)

4.500.000 '
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3.500.000

3.000.000
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2.000.000

1.500.000 

1,000,000

500,000
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I medical card □ dual co\er □ non-covered a  privately insured

Sources: NESF, 2002; Amarach Consulting, 2003; Insight Statistical Consulting, 2005; PCRS, 2005; Central 

Statistics Office, 2007.

Regional data on private health insurance coverage are not available.
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3.7 Characteristics of entitlement categories

The above sections have described  the central structures o f  the Irish health care system , 

focusing in particu lar on features that are im portant in the context o f  analysing equity  in the 

system . M ore detailed  analysis o f specific features is also required  to inform  the 

forthcom ing analysis o f  equity  and these are presented  in this part o f  the chapter.

Exam ination  o f equity  from  the perspective o f  health care en titlem ent status form s an 

im portant part o f  the analysis in C hapters 5 - 7 .  F our entitlem ent groups have been outlined 

above. In this section, data  from  the 2001 w ave o f  the L iving in Ireland (LII) Survey 

(ESRI, 2001) are used to sum m arise the dem ographic and socio-econom ic profiles o f these 

d ifferent en titlem ent groups. T hese data have been re-w eighted to ensure represen tation  o f 

the population  o f individuals living in private households.^'*

The age d istribu tion  varies by entitlem ent although there are overlaps (Figures 3.4 and 3.5). 

N on-covered individuals have the low est m ean age (<35), follow ed by those w ith private 

health insurance (40.5). Individuals w ith a m edical card are o lder (52.7) and the m ean age 

for those w ith dual cover is 61. The m edian age for the latter group is 71 indicating  that this 

group is largely m ade up o f  individuals w ho hold the m edical card specifically  a llocated  for 

the age group 70+.

See Chapter 5 for more details on the LII Survey.
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Figure 3.4 Box plot of age by entitlement status

non-covered privately insured medical card dual cover

Source: ESRl, 2001

Figure 3.5 Age distribution by entitlement status
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The sex profile of the entitlement categories is consistent with the age patterns. A higher 

proportion of the medical card and dual cover groups are female, consistent with the older 

age profile o f these groups (Figure 3.6).

Figure 3.6 Proportion of m ales and fem ales by entitlem ent s ta tu s

M edical c a rd  D ual cover N o n -co \« red  P rivately in su red

I □  m a le  ■  fem ale

Source: ESRI, 2001

The Living in Ireland Survey permits investigation of a range of socio-economic variables 

by entitlem ent status. The socio-economic profiles are best summarised by income, 

employment, and education status.

Table 3.3 and Figures 3.7 - 3.8 present the net^^ income distribution by entitlem ent status. 

At the two extremes, the medical card group has the lowest mean net income while the 

privately insured have the highest mean net income and these are significantly different (t = 

-42.5, p<0.000). The mean net incomes of the dual cover and non-covered groups are 

located in between these extremes and are significantly higher than those of the medical 

card group (p<0.000), and significantly lower than those of the privately insured (p<0.000).

T hroughout the thesis, net/d isposable  incom e refers to incom e after taxes and social insurance con tributions 
are deducted . Pre-tax incom e refers to gross incom e before  taxes and social insurance con tributions are 
deducted . T his follow s the practice adopted  in the literature in this area.
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The mean net income of the non-covered is higher than that of the dual cover group but this 

is not statistically significant in this Living in Ireland sample. Table 3.3 also presents mean 

pre-tax income which shows a similar distribution across entitlem ent. The mean pre-tax 

income of the non-covered group is significantly higher than that of the dual cover group 

(p<0.01). As illustrated in Figures 3.7 and 3.8, there is a lot of overlap in the income 

profiles of the entitlement groups and there are outliers in each.

Table 3.3 Mean net and pre-tax incomers by entitlement s tatus (% share and €)

Medical card Dual cover N on-covered Privately
insured

Total m ean

Mean net incom e (€) 153.62 227.00 249.46 336,17 966,25
% sh a re 15,90 23.49 25,82 34.79 100,00

Mean pre-tax incom e (€) 161.33 237.09 284,07 396,68 1,079.18
% sh a re 14.95 21.97 26,32 36,76 100,00

Source; ESRI, 2001

Weekly, equivalised income.
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Figure 3.7 Box plot of net income (equivalised) by entitlement status

O
o  • 
cj’

0)
E
ooc

■ s § -o j -  >
D
O’
(D

medical card dual cover non-covered privately insured

Source: ESRI, 2001

Figure 3.8 Distribution of net Income by entitlement status
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Other measures o f socio-economic status more clearly draw distinctions between the 

groups with and without a medical card. More than 70% of the medical card and dual cover 

groups are economically inactive and over 6% o f the medical card group are unemployed, 

consistent with the lower socio-economic and older age profiles o f these groups. By 

contrast, the majority o f the non-covered and privately insured are engaged in employment 

(Figure 3.9).

Figure 3.9 Employment status by entitlement

Medical card Dual co\«r Non-co\«red Privately insured

■ employed □ unemployed □ not economically active

Source: ESRI, 2001

The education profiles further distinguish the medical card from the other three groups 

(Figure 3.10). More than 81% of the medical card group has an education attainment of 

lower secondary/primary schooling. This compares with 53.4% - 57% for the non-covered 

and dual cover groups respectively, and less than 27% for the privately insured group. The 

privately insured group has the largest proportion o f third level graduates (37.9%).
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Figure 3.10 Education by entitlem ent s ta tu s

N on-co\ered Privately insuredMedical card Dual co \e r

O primary □  lower secondary  ■  upper secondary  a  third level

Source: ESRl, 2001

Basic deprivation in Irish poverty analysis is measured by eight non-monetary deprivation 

indicators which assess the extent to which individuals lack an item/activity due to lack of 

resources (W helan et al., 2003). These items/activities are measured in the Living in 

Ireland Survey and include the following: 

warm waterproof overcoat; 

two pairs o f strong shoes; 

meal with meat/chicken/fish every second day; 

roast meat joint once a week; 

new, not secondhand clothes; 

household in debt to meet ordinary expenses; 

gone without heating in the last year due to lack of money; 

gone without substantial meal due to lack of money in the last two weeks.

Detailed results are not presented here but the descriptive patterns are summarised. On each 

of the above measures, the proportions of individuals indicating deprivation are less than 

10% across the whole survey sample. By entitlem ent status, a higher proportion of
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individuals reporting deprivation on these measures are found in the medical card group 

relative to the other groups but the proportion remains under 10%. The proportions are 

smallest for the privately insured (less than 1 % on most indicators), followed by the non

covered (<2% on most indicators), and the group with dual cover (<4% on most 

indicators).

To summarise, these descriptive statistics show a marked distinction in the socio-economic 

status of the medical card group vis-a-vis the other entitlement groups. The privately 

insured group shows consistently higher socio-economic status relative to the others. In 

between these two extremes, the non-covered group is more economically active and has a 

higher mean income relative to the group with dual cover. The measures o f deprivation 

suggest slightly higher levels of deprivation in the latter group. Overall, the entitlem ent 

groups can be broadly ranked in terms of socio-economic status from the medical card 

(lowest) to the privately insured (highest) but overlaps in the various measures of 

deprivation and socio-economic status suggest that these do not describe mutually 

exclusive socio-economic categories.

Given the link of low socio-economic status and older age with poor health status, the 

above patterns suggest a poorer health status amongst the two medical card groups. This is 

supported in the Living in Ireland data. There are three standard types of health status 

measurement in the literature including: medical measures, functional measures, and 

subjective measures (Layte and Nolan, 2004), and these are all represented in the LII 

questions. The medical measure focuses on the presence or absence of illness (“Do you 

have any chronic, physical or mental health problem, illness or disability?” (ESRI, 2004: 

49)). The functional measure investigates the extent to which illness has interfered with the 

tasks of normal living (“ [...] did you have to cut down on any of the things which you 

normally do about the house, at work or in your free time due to illness or injury?” (ESRI, 

2004: 50). The subjective measure focuses on the individual’s own perception of his/her 

health rated on a scale from very good to very bad (“In general, how good would you say 

your health is?” (ESRI, 2004: 49)).
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Figure 3.11 presents the share of ill health of each entitlement category, as captured by 

each of these three measures. The medical card group has the largest share of ill health in 

the sample and this is proportionately higher than the group’s share of the population. 

Similarly the share of the dual cover group is larger relative to its population share. The 

non-covered and privately insured groups are relatively healthier than the two medical card 

groups. The pattern is consistent for all three morbidity measures.

Figure 3.11 Share of ill health by entitlement status (%)

Non-co\«red Privately insuredMedical card Dual cover

Q chronic illness ■  limited by illness □  le ss  than 'good' se lf -a sse ssed  health

Source: ESRl, 2001

3.8 Key challenges for Irish health care 

3.8.1 Health inequalities

As discussed in Chapter 2, some theorists argue that the ultimate concern o f health policy 

makers is to ensure an equal distribution of health in society. It is thus important to 

consider the general indicators of health status, and of inequalities in health status, in 

Ireland.
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Irish life expectancy at birth has improved over time. Over the period 1990 to 2002, life 

expectancy at birth increased from 72.3 years to 75.1 for males and from 77.9 to 80.3 for 

females (DOHC, 2007b). Since the mid 1980s, age specific mortality rates for 50 and 60 

year olds have fallen by 50%, and by 33% for 80 year olds (M orgenroth, 2008).

Nevertheless, Irish life expectancy rates perform poorly in an international context (Nolan 

and Nolan, 2004b, Tussing and Wren, 2006), as outlined in Table 3.4. In 2002, life 

expectancy at birth in Ireland was lower than that for the pre-accession 15 European 

countries, and the gap was larger for life expectancy at age 65.

Table 3.4 Life expectancy in Ireland and the EU (at birth, and age 65) in 2002

At birth At age 65
Males Females Males Females

Ireland 75.1 80.3 15.4 18.7
EU 15 75.8 81.6 16.3 19.9
EU 25 74.8 81.1 16.0 19.6

Source; Tussing and Wren (2006)

Diseases of the circulatory system and cancer are the two largest causes of death in Ireland 

accounting for almost 65% of deaths every year, followed by respiratory diseases, and 

injuries and poisonings (DOHC, 2007b, Figure 3.12). Death rates from circulatory diseases 

and cancers have been consistently higher than the EU average over the last 20 years 

(Wren, 2003). The relative contribution of cancer to overall mortality has been increasing 

over time (DOHC, 2001b).
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Figure 3.12 Deaths by principal causes, Ireland (2005)
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Socio-economic inequahties in health status have been well-documented in Irish literature 

(Layte, 2004). Recent survey data indicate that unemployed individuals are 57% less likely 

to be free o f limiting long-term illness than those who are employed. Individuals who lack 

educational qualifications are 50% less likely than those with third level education to have 

excellent/very good health. Low income earners are 50% less likely than high earners to be 

very satisfied with their health (Balanda and W ilde, 2003). These findings are consistent 

with earlier reports on health inequalities by socio-economic status (e.g. Barry et al., 2001, 

Cook, 1990).

O ’Shea (2003) highlights the differential impacts of mortality at different ages. A measure 

of mortality that reflects years o f potential life lost illustrates the importance o f deaths due 

to injury and poisoning as these tend to occur more frequently in younger people. Using 

data from the 1980s and 1990s, O ’Shea observed a higher rate of years of potential life 

years lost amongst the lower status unskilled manual occupations relative to the 

professional categories with an increase in this gap over time. Thus, while injury and 

poisoning may not be the most frequent causes of death in Ireland, these results illustrate
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that the burden o f  these causes m ay be faUing d isproportionately  on the less w ell-o ff socio

econom ic groups in society, w ith significant loss in years o f  potential life fo r those 

individuals.

Specific groups w ithin the population are identified as being particularly  d isadvantaged. 

T hese include the T ravelling  com m unity , the hom eless (and the young hom eless in 

particular), d rug  users, asylum  seekers/refugees, p risoners, the elderly , people w ith m ental 

health  problem s and people w ith disabilities (D O H C , 2001b). D ata from  the 1980s indicate 

that life expectancy at birth  fo r men in the T ravelling  com m unity  was 9.9 years less than 

for the  general population and 11.9 years less for fem ales (D O H C , 2001b).

T o investigate possible causal factors o f  socio-econom ic inequalities in health , Layte 

(2004) explores the effects o f  disadvantage in early  life, current m aterial circum stances, 

social support, and health behaviours on health outcom es (as m easured by self-assessed 

health) using data from  the 2000 w ave o f the LII Survey. R esults support the inverse 

relationship  betw een socio-econom ic position and health status and indicate that early  life 

exposure to social d isadvantage and deprivation are the strongest predictors o f  current adult 

health status. Layte suggests that policies to im prove adult health need to focus m ore on 

interventions for early  life stages (e.g. im proving childhood living conditions) than on 

trying to im prove educational perform ance, occupational attainm ent, m aterial conditions or 

health behaviours in adulthood (Layte, 2004).

3.8.2 Waiting lists and two-tier serv ices

O ne o f the strategies used by public health care system s to ration lim ited health  care 

resources is to allow  w aiting  lists to operate. H ow ever, the length o f  w aiting tim es for 

surgical p rocedures and initial ou t-patien t consultant appointm ents in the Irish system  have 

attracted w idespread concern  and critic ism  because o f  their im plications for equity  (e.g. 

W ren, 2003).
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To respond to the waiting list problem, the National Treatment Purchase Fund (NTPF) was 

established in 2002. The NTPF secures private surgical treatment for public patients who 

have waited extended periods of time on the public waiting list. The private treatment is 

received either in participant private hospitals in Ireland (95% of cases) or abroad (NTPF, 

2006a). Since 2002, the NTPF has purchased treatment on behalf of more than 54,000 

patients and the number o f patients treated each year has been increasing (NTPF, 2006a).

The NTPF has succeeded in reducing waiting times for public surgical patients (Tussing 

and W ren, 2(X)6) although it is difficult to assess the trends over time because of changes in 

reporting methods. The most recent records indicate that 24% - 27% of patients on public 

surgical waiting lists have been waiting more than 12 months (NTPF, 2007), compared 

with 39% in 2003 (Tussing and W ren, 2006).

However, problems persist with regard to waiting times. First, a patient is not defined as 

being on a public waiting list until he/she has waited more than three months for a 

procedure (Tussing and Wren, 2006). Second, waiting lists for public specialist out-patient 

appointments are an important source of inefficiency in the system. Until a patient secures 

an initial appointment with a consultant, they cannot go on an official waiting list for 

further procedure (Tussing and W ren, 2006). Reports have identified waiting times of up to 

five years for an initial appointm ent with a consultant (NTPF, 2006a). The NTPF is now 

extending a pilot initiative aimed at arranging out-patient consultations and to date almost 

30,000 people have been offered out-patient appointments (NTPF, 2006a). Third, while the 

NTPF has brought about improvements in surgical waiting times, there is no policy in 

place to tackle waiting lists for patients awaiting medical admissions.

The waiting list issue is particularly controversial because it signals a wider concern about 

tw o-tier access to acute public health services. There is a large gap in the waiting times 

experienced by public and private patients. Survey data in 2001 indicated that 35% of adult 

patients with private health insurance waited less than 1 month for in-patient care, 

com pared with 14% of patients with a medical card, and 17% of patients with neither 

private insurance nor medical card. Conversely, just 13% of privately insured patients
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w aited  m ore than 1 year for treatm ent com pared  w ith 25%  o f m edical card holders, and 

39%  o f ‘non -covered’ patients (T ussing and W ren , 2006). S im ilar divergences w ere 

observed  for ou t-patien t consultations and day case procedures (T ussing and W ren, 2006).

T he public /private  gap in w aiting tim es cannot be fu lly  explained by the fact that privately  

insured patients can m ake use o f private services to  avoid queues for lim ited public 

services. R ather, approxim ately  ha lf o f all p rivately  insured hospital care takes place w ithin 

the public hospital system  (V H I H ealthcare, 2003), using the sam e staff, equipm ent and 

o ther resources as are used for public patients. T his is partly  due to the fact that a num ber 

o f  treatm ents are not available w ithin the private sector, but also because o f  incentives that 

favour the treatm ent o f  private patients w ithin the public system . The gap in w aiting tim es 

thus supports the public perception that p rivately  insured care receives priority  w ithin the 

public hospital system . A study on liver transp lan tation , a service provided by the public 

system  (w ith no parallel private provision), found that patients w ith private health 

insurance w ere tw ice as likely as patients w ithout health  insurance to receive a transplant 

(M cC orm ick  et al., 2004).

Public hospitals are required  to im plem ent a bed designation  system , intended to safeguard 

the access o f public patients to hospital care. A pproxim ately  20%  o f in-patient non

em ergency  hospital beds are designated  fo r private  patients and the rest are nom inally  

restricted to public patients. In practice how ever, data on in-patient adm issions and 

discharges indicate that this system  is v io lated  (W iley, 2001). T he increase in day case 

activity  in public hospitals has fu rther confused  the situation and internal reports by the 

D O H C acknow ledge that the bed designation  system  has not succeeded in contro lling  the 

level o f  private activ ity  w ithin public hospitals (T ussing  and W ren, 2006). T hese concerns 

are not new. A s already noted, the C om m ission  on H ealth  Funding  (1989) recom m ended 

the in troduction  o f  a com m on w aiting list fo r public hospital adm ission such that cases 

w ould be taken in order o f  m edical priority  regard less o f  public /private  status (N olan and 

W iley, 2000).
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In addition to two-tier access to hospital services there is concern that there is two-tier 

quality of care. Typically, privately insured patients (privately insured and dual cover 

groups) expect and receive care directly provided by the consultant while public patients 

(e.g. medical card group) are more likely to receive consultant-led care (i.e. care by more 

junior professionals under the supervision of a consultant) (Wren, 2003, Tussing and Wren, 

2006). This has also been recognised in policy and there is a goal to reform the skill-mix in 

the delivery of acute health services. The ratio of consultants to non-consultant hospital 

doctors in public hospitals has increased from 1:1.95 in 1990 to 1:2.22 in 2006 (DOHC, 

2 0 0 7 b ) .T h is  has given rise to a range of problems including too many medical trainees, 

limited availability of senior clinical decision-making and difficulties in the level of 

medical cover (National Task Force on Medical Staffing, 2003). A key recommendation of 

the Task Force on M edical Staffing was for the development of a consultant-provided 

service to replace the existing consultant-led service, describing it as the “only way to 

ensure high quality safe patient care” (2003: 42, bold in original).

3.8.3 Overcrowding

There are concerns about capacity constraints within the public acute hospital sector. The 

number of acute in-patient beds in public hospitals has been decreasing over time despite 

increases in activity levels. The ratio o f beds per 1,000 persons fell from 5.13 in the early 

1980s to 3.04 in 2005, and this compares unfavourably with an OECD average of 4 acute 

beds per 1,000 persons (Tussing and Wren, 2006).

The increase in activity despite the fall in the number of beds has led to occupancy rates
38above recommended levels (DOHC, 2002a). High occupancy has been observed to cause 

problem s for overcrowding in Emergency Department services, cancellation of elective
39procedures, and limits the scope for controlling hospital based infections such as MRSA.

It is noted that in absolute terms the numbers o f consultants and non-consultant hospital doctors have both 
been increasing. From 1997-2006 the numbers increased by more than 60% (DOHC, 2007).

There is international agreement that occupancy rates in excess o f 85% can limit the ability o f hospitals to 
respond to emergency demand (DOHC, 2002a).

M ethicillin-resistant Staphylococcus aureus
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In response to these problems a range of reports have estimated the number of additional 

beds required to meet demand in the acute sector. The 2002 national bed capacity review 

estim ated the need for an additional 3,000 acute beds and this was pledged in the national 

health strategy (DOHC, 2002a, DOHC, 2001b). An updated national bed capacity review 

estim ates that an additional 8,162 public hospital beds would be required by 2020 (PA 

Consulting Group, 2007a) under existing care practices.'*® A separate exercise conducted by 

the Economic and Social Research Institute (ESRI) estimated the need for between 1,821 

and 3,280 additional acute beds over the period 2007-2013 (M orgenroth and Fitzgerald, 

2006).

It is also noted that steps can be taken to reduce pressure on acute bed capacity from the 

demand side. Improvements in long-term care facilities for the elderly and in rehabilitation 

services could reduce the number of bed days lost due to delayed discharge (DOHC, 

2002a). A review o f acute hospital bed use in 37 hospitals identified 13% of patient 

adm issions and 39% of hospital days as inappropriate. Patients could potentially have been 

treated elsewhere if appropriate alternatives were made available (e.g. non-acute beds, 

hom e-based patient care etc.) (PA Consulting Group, 2007b). The report recommended: 

improvements in management of chronic illness to reduce demand on acute care; capacity 

expansion in community based services to facilitate earlier discharge from hospital; and 

improvements in internal organisational factors within hospitals to influence length of stay 

and bed utilisation (PA Consulting Group, 2007b).

Lack of government progress on expanding bed capacity in line with pledges has been 

criticised (e.g. Tussing and Wren, 2006). The Government intends for part of the additional 

capacity to be provided in the private sector and tax incentives for the construction of 

private hospitals were introduced in 2002 (Tussing and W ren, 2006). A hospital ‘co- 

location’ plan has been initiated which permits the construction of private hospitals 

(supported by public capital allowances) on the grounds of public systems. A central aim of 

this policy is to free up capacity in public hospitals through the transfer of private patients

A lternatively , the report forecasts a d eclin e  in the total num ber o f  public hospital beds over  tim e if  care 
w ere to be increasing ly  accom m odated  w ithin  primary and com m u n ity  care se rv ices, day ca se  b ed s and su b 
acute fa c ilit ies  (PA  C on su ltin g  G roup, 2007a).
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out o f  public hospitals into private hospitals. P lans are underw ay for private hospitals on 

eight public hospital sites (H SE, 2007c). The opportun ity  cost o f  the tax incentives in this 

area has been questioned, w ith estim ates that for every  €100 m illion invested in private 

hospital construction , the G overnm ent p rovides approx. €40  m illion in tax re lief (Tussing 

and W ren, 2006). This further highlights the im portance o f  understanding  the patterns o f 

public/private in teraction and the im plications for equity  in the Irish health  care system.'*'

3.9 Summary and conclusions for Chapter 3

The first part o f  this chapter has described the key features o f  the Irish health  care system  

in term s o f organisational structure, policies and priorities, health  care delivery , financing, 

and health  care entitlem ents. Equity is identified  as one o f  four guiding principles in the 

current national health care strategy.

The Irish system  underw ent organisational reform  in 2005, aim ed at im proving the 

planning, m anagem ent, delivery, and evaluation  o f services. T he system  is now structured 

around three central bodies: a re-structured D epartm ent o f  H ealth and C hildren , the Health 

Service E xecutive, and the Health Inform ation and Q uality  A uthority . H ow ever, it is 

im portant to note that these organisational reform s have had little im pact on the structures 

for actual delivery  of, and entitlem ent to, health care in the system .

H ealth care is delivered by a mix o f  public and private providers in secondary  and prim ary 

care, although w ithin prim ary care, G P services are delivered  exclusively  by private 

practitioners. There is also a public/private m ix in the financing o f  health  care services, 

consisten t w ith in ternational com parisons. Public resources accoun t for the largest 

proportion  o f  the health resource envelope, fo llow ed by out-o f-pocket and private health 

insurance expenditures, and health expenditure  has been expanding since the 1990s.

E lig ibility  for publicly  funded health services in Ireland has changed  over tim e and the 

population  can be categorised into four broad en titlem ent groups: m edical card only  with

H ow ever, it is noted that capital resources are not included  in the analytic focu s o f  this thesis.
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no supplem entary  insurance ( ‘m edical ca rd ’); privately  insured only  w ith no m edical card 

( ‘privately  in su red ’); individuals w ith both m edical card and private  health  insurance ( ‘dual 

cover’); ind iv iduals w ith neither m edical card nor private health  insurance ( ‘non-covered’).

T he second part o f  the chapter has presented som e detailed analysis on features w ithin the 

broad structures that are o f  relevance to the investigation o f  equity. Survey data have been 

used to identify  the dem ographic and socio-econom ic characteristics o f the four entitlem ent 

groups. In broad term s, the en titlem ent groups are ranked in term s o f socio-econom ic status 

from  the m edical card (low est) to the privately insured (h ighest), and health  status is 

relatively low er in the m edical card and dual cover groups. T here are also a num ber o f 

specific challenges facing the Irish health  care system  that can be linked w ith equity 

concerns, in particu lar relating  to long w aiting lists, capacity  constrain ts, and o ther issues.

Subsequent analysis o f  equity  in Irish health financing in C hapters 4-7 m akes reference to 

the policies governing the system , the delivery and financing  structures, health  care 

entitlem ent structures, constrain ts, and other features o f  the system  that have been outlined 

here. Thus, the detailed  descrip tion and analysis o f  the features o f Irish health care in this 

chapter provide an im portant factual background for this study.
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Chapter 4 Measuring equity in Irish health care financing

4.1 Introduction to Chapter 4

As outlined in C iiapter 2 tiiere is no universally  agreed defin ition  o f equity. In light o f  this, 

em pirical research has adopted a pragm atic approach to investigating equity  in health  care 

and assesses financing and delivery  against broad egalitarian principles. The focus o f  this 

thesis is on equity  in health  care financing and the m ost w idely used analytic techniques for 

m easuring equity  in health  care financing have been developed by the aforem entioned 

ECuity project. This provides an im portant starting point for assessing equity  in Irish health 

care financing.

The central objective o f  this chapter is thus to assess the contributions m ade by the E cuity  

m ethodological approach to understanding equity  in the Irish health care financing system . 

To do this, the E C uity techniques are applied  to the m ost recently  available data, updating 

analysis conducted  on data from  the 1980s. Sensitivity analysis for the resu lts is also 

conducted  using alternative index m easurem ent.

In the E C uity  m ethodology, health  care paym ents are assessed against the general principle 

that health  care should  be financed according to ability  to pay (W agstaff and van D oorslaer 

1993). It is in teresting  that w hile this principle was espoused in the 1986 Irish health  care 

policy, requiring “an equitab le  sharing o f  the cost” o f  health care provision (quoted in 

N olan, 1993:136), there is no reference to financing equity  in the current national health  

strategy (D O H C , 2001b). T his is despite  the fact that equity  is a central principle in that 

strategy. There is therefore, no w ritten policy  intention on financing against w hich to assess 

actual im plem entation  and the reasons fo r this absence from  policy are not clear.

Section 4.2 in troduces the concepts used in the ECuity m ethodology  and sum m arises the 

results on equity  from  the E C uity  project. Section 4.3 outlines the data and m ethodology 

for m easuring equity  in health  care financing in the Irish setting and section 4 .4  presents 

the results. Section 4.5 in terprets the results from  section 4.4. O n the basis o f  this



interpretation, subsequent analysis is conducted and presented in section 4.6. Sections 4.7 

and 4.8 present the discussion and section 4.9 concludes.

4.2 Measuring equity in health

4.2.1 General approach -  the concentration index

The analytical approach adopted by the ECuity research team employs concentration 

curves and indices to explore equity in the three spaces o f health, health care delivery, and 

health care financing. This section introduces a general characterisation of the 

concentration curve and its properties. This is followed by an outline of how the approach 

is used to measure equity in financing, and a brief summary o f findings from empirical 

applications of these methods.

Similar to a Lorenz curve, a concentration curve plots the cumulative proportion of the 

population on the x-axis, ranked in increasing order o f socio-economic status (e.g. by 

income, wealth etc.). The cumulative proportion o f health/health care/health payments is 

plotted on the y-axis (Figure 4.1).

Figure 4.1 Concentration curve
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Taking the example of health, if all health is distributed equally across the population, the 

health concentration curve would coincide with the 45 degree line in Figure 4.1. If health is 

distributed unevenly, where the health of poorer individuals is lower (higher) relative to the 

average population health status, the curve falls below (above) the diagonal. To summarise 

this socio-economic related inequality, the concentration index is calculated from the 

concentration curve, in the same way as a Gini index (G) is calculated from a Lorenz curve.

The concentration index (Cl) is measured as twice the area between the concentration 

curve and the diagonal and is defined as:

(4.1) C l = 1 - 2 (u (p )d p

where Lh(p) denotes the concentration curve for the variable of interest h (O 'Donnell et al., 

2007).

For large sample size (n), equation (4.1) can be re-written as:
n

(4.2) C I=  1 -  X hi(l-R i)
n.^ i=i

where hj is individual health, and (i is mean health. Ri is the individual’s relative rank in the 

socio-economic distribution.'*^ Thus, hj/n|i represents the individual’s health as a share of 

mean health. This is weighted by the twice the com plem ent of the individual’s relative rank 

2(1-Rj). The C l equals one minus the sum of these weighted health shares and ranges from 

-1 to -1-1. This differs from the range for the Gini index (0 to 1) because, unlike the Lorenz, 

the concentration curve can lie above, as well as below, the diagonal.

A wide range of measures have been em ployed to investigate inequalities in health. 

W agstaff et al. (1991) outlined three key minimal requirements that an appropriate measure 

needs to meet. The measure needs to: reflect the socio-economic dimension of inequalities 

in health; be sensitive to changes in the distribution o f the population across the socio-

R elative rank is equal to i/n w here i =  1 for the poorest individual.
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econom ic groups; and reflect the experiences of the entire distribution (e.g. not just 

changes at the extremes of the distribution). In a review of six o f these measures (e.g. 

range, index of dissimilarity, slope index of inequality etc.), W agstaff et al. (1991) 

concluded that the concentration index was one of only two out of the six to satisfy these 

requirements.

The index has a number of important technical properties. This is a relative measure of 

inequality, capturing the extent to which individual health/health care/financing deviates 

from the mean. The measure is invariant to proportional transformation (e.g. C l of y = Cl 

of by),  but is not invariant to linear transformation (e.g. C l of h is not equal to C l of a + h). 

Concentration curves and indices are calculated from survey data and are subject to 

sampling error. It is thus important to take note of the standard errors for the indices.

A zero C l can be achieved even if the concentration curve does not coincide with the 

diagonal. If the curve crosses the diagonal, inequality favouring the rich in one part of the 

distribution may be fully compensated in the measure by inequality favouring the poor in 

another part of the distribution. It is therefore important to complement the analysis of 

concentration indices with visual inspection of the underlying concentration curves. Where 

curves appear to be crossing, or if there is interest in comparing the position of one 

concentration curve relative to that of another (e.g. comparing across two countries), 

dominance testing can be used. Dominance tests look for significant differences between 

curves o f interest using standard errors for the differences between curve ordinates. These 

tests provide useful complements to the summary indices.

Like all summary indices, the concentration index can be shown to embody a specific set of 

implicit value judgem ents about aversion to inequality. The index involves the sum of 

weighted health/health care/health financing shares. The weights attached are based on the 

individuals’ fractional rank in the socio-economic distribution. These weights are not 

uniform. The weight 2(1-Rj) attached to the health share of the least well off person is close 

to 2 and this declines to almost zero for the richest individual. Thus, the concentration
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index places greater em phasis on deviations from mean health/health care/iiealtii financing 

that occur for poorer individuals than for richer individuals.'*^

4.2.2 Application of general approach - measuring equity in financing

If the focus is on equity in the space of health care financing, the h variable in equation 

(4.2) refers to health care payments. A concentration curve for health care payments 

illustrates inequality in payments across the distribution but does not say anything about 

inequity.

To assess equity in ability to pay, the ECuity project focused on the concept of 

progressivity. The researchers concentrated on vertical equity in financing, where people of 

unequal ability to pay (measured by pre-tax income), pay unequal amounts. This captures 

the idea that rich people should pay more towards health care than the poor. M easuring the 

progressivity o f financing investigates this further by looking at how much more the rich 

are (or could be) paying. Progressive financing involves health care payments rising as a 

proportion of income as income rises. Regressive financing occurs where payments fall as 

a proportion o f income as income rises. Payment is proportional where individuals pay the 

same proportion of their income on health care regardless of their level of income.

One way to assess the progressivity of a specific source of health expenditure is to compare 

the share of the total financial burden borne by each income group with their share of total 

income. A progressive source of finance is one where the share of total health care 

payments borne by lower income groups is less than their share of total income. Thus, 

progressivity can be observed from the relationship between a concentration curve for 

health paym ents and the Lorenz curve for income.

This is demonstrated in Figure 4.2 for one of the main sources of health care financing, tax 

contributions. As in Figure 4.1, the cumulative proportion of the population, ranked in

W agsta ff dem onstrates an exten d ed  version  o f  the concentration  index that maices ex p lic it  the differing  
attitudes to inequality. T he exten d ed  version  a llo w s for variation in the w eigh ts attached to ind ividuals at 
different points in the so c io -eco n o m ic  distribution (W agstaff, 2002a).
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order o f income, is plotted on the x-axis. The cumulative proportion o f income (Lorenz) 

and o f tax payments (concentration curve) is plotted on the y-axis. I f  taxes are levied in 

proportion to income, the two curves coincide. I f  the average tax rate rises with income, the 

tax is progressive and the concentration curve lies below the Lorenz curve and vice versa.

Lorenz curve and tax concentration curve (Kakwani)
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The relationship between the concentration curve and the Lorenz can be summarised into a 

single index measure, thereby permitting comparisons o f progressivity across different 

sources o f finance (and across countries). The Kakwani index (K) measures the extent to 

which a source o f finance departs from proportionality. The index provides a summary 

measure o f the relationship between the curves by subtracting the Gini coefficient'*'* from 

the concentration index (i.e. C l -  G).

It has been shown that the concentration index can be calculated from a convenient 

regression o f a transformed version o f the variable o f interest (e.g. health financing) on the 

fractional rank in the socio-economic distribution (Kakwani et al., 1997):

The G ini coefficieni is calculated as twice the area between the Lorenz curve and the 45 degree line.
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(4.3) 2cr^ (hi) = a + Pri + 6i

where hj refers to health care payments, is mean health care payments, and cs} is the 

variance o f the fractional rank rj. The ordinary least squares estimate (OLS) of p is an

estimate o f the concentration index for health care payments h.

The Gini coefficient can be calculated in the same way. The Kakwani index is the 

difference between these two coefficients and can be computed directly using the 

regression method outlined in equation (4.4):

(4.4) 2or^ [ h,. -  y,;̂ ] = a + Pn + Ui
A A

where h represents health care payments; y represents income; and |ih and represent their 

respective means; rj is the weighted fractional rank in the income distribution and Or̂  is its 

variance. The OLS estimate o f P is an estimate o f the Kakwani index.

The values o f K range from -2 to +1 and the origin of these extreme values is detailed in

Table 4.1. Positive values indicate progressivity, negative values indicate regressivity and 

zero indicates proportionality (i.e. Cl and G coincide). At -2, all income accrues to one 

person and all tax is paid by the poorest individual. At +1, all income is distributed evenly 

and all tax is paid by one individual. The attributes o f the Kakwani are discussed in more 

detail in section 4.5.4.

Table 4.1 Origin of the extreme values of the Kakwani index

Concentration Index

Min. (-1) Max. (-f-1)

Gini Coefficient
Min. (0)

C I - G  = -1-1 = -2

C I - G  = 1-0= 1

Max. ( - H i )
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4.2.3 Alternative index for equity in financing

T he K akw ani index is ju st one version o f  an indicator o f  progressiv ity . T he Suits index is 

an ah em ativ e  m easure w hich has also been used in health  care financing analysis. Suits 

indices are calculated  here as a w ay o f providing sensitiv ity  analysis o f the results.

T he S u its index is based on relative concentration  curves (F igure 4.3). T he relative 

concentration  curve for incom e plots the cum ulative proportion o f  incom e on the y-axis 

against the cum ulative proportion o f incom e on the x-axis. This gives the 45 degree line 

and provides the benchm ark against w hich p rogressiv ity  can be assessed. T he relative 

concentration  curve for tax plots the cum ulative proportion  o f tax paym ents borne by 

households in the relevant part o f  the incom e distribution  on the y-axis against the 

cum ulative proportion o f  incom e on the x-axis. If taxes are levied in proportion to incom e, 

the tw o curves coincide w here the bottom  10% o f  incom e finances 10% o f total tax 

paym ents. If the system  is progressive, the relative concentration  tax curve lies below  the 

diagonal indicating  that the bottom  10% o f incom e pays less than 10% o f the total tax 

burden. If this curve lies above the d iagonal, the system  is regressive.

The Suits index is calculated  as tw ice the area betw een the 45 degree line and the relative 

concentration curve for tax and ranges from  -1 to -t-1. Positive values indicate progressivity  

and negative values indicate regressivity . The index is zero  w here the tax curve coincides 

with the diagonal, indicating  a proportional tax. A t -1, the entire tax burden falls on the 

poorest person w hile at -i-l, the entire tax burden falls on the richest person.
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Figure 4.3 Relative concentration curves for income and tax (Suits)
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4.2.4 Empirical applications

A m ajor focus o f  the literature on equity  in health has been on m easuring equity  in health 

care delivery  (van D oorslaer et al., 2000, van D oorslaer and M asseria, 2004). A llocations 

o f  health care across individuals are determ ined by a range o f  factors, includ ing  health  care 

need. H igh utilisation by one group could be largely due to greater need fo r health care by 

that group. Thus, inequality  in the incom e distribution o f health care u tilisation  does not 

autom atically  im ply inequity  (O 'D onnell et al., 2007) and it is useful to control for 

variations in health  need. In an adaptation o f the general approach oud in ed  in 4.2.1, 

concentration  curves for health  care u tilisation  are standardised for need."*^ T he need- 

standardised  curve gives the incom e distribution o f  utilisation after need has been 

statistically  equalised  across ind iv iduals and any rem aining inequality  is interpreted as 

inequitable. T he resultant concentration  index from  the need-standardised curves provides 

a m easure o f  horizontal equity  ( ‘equal treatm ent for equal need ’). A positive need- 

standardised  C l w ould indicate inequity  favouring the rich, w hile a negative  value w ould 

indicate inequity  favouring the poor (i.e. low er incom e groups receiv ing  a greater share o f 

health care after contro lling  fo r health  care need).

M ethods for need-standardisation  are outlin ed  in Chapter 5.
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Van Doorslaer et al. (2004) applied this m ethodology to assess equity in health care 

delivery in 21 OECD countries, including Ireland. In many countries, the distribution of GP 

visits was pro-poor after controlling for need while the distribution of visits to medical 

specialists was pro-rich. The most recent research on equity in health care in the Irish 

context has focused on health care delivery. Layte and Nolan (2004) examined equity in 

Irish health care utilisation relative to need while controlling for factors such as age, sex, 

and location. Results suggest that hospital services are distributed equitably across the 

incom e distribution relative to need while GP and prescription services tend to be pro-poor, 

and dental and optician services tend to be pro-rich. The results for hospital services are 

surprising given the persistent perception of inequity in secondary care in Ireland. These 

findings are discussed in more detail in Chapter 6 where it is shown that analysis based on 

sum m ary concentration indices can hide important information on uneven patterns in the 

distribution of health care utilisation and/or expenditure.

In the literature on financing, the ECuity project investigated progressivity in four main 

sources o f health care financing: taxation, social insurance, private health insurance, and 

out-of-pocket household expenditure. The original results from the ECuity project are 

presented in detail in van Doorslaer and W agstaff (1993). Subsequent analysis by W agstaff 

et al. (1999) applied a modified methodology (outlined below) using more recent data 

sources in all cases except Ireland where data for 1987 were used in both cases.

For each country included in the analysis‘*^ Kakwani indices for each source of finance 

were weighted by their respective share in total health financing revenues and combined in 

an overall index of progressivity. Switzerland and the US had the most regressive 

structures and these systems have the largest com ponents of private financing. The next 

most regressive systems were in the countries with large social insurance components, 

namely Germ any and the Netherlands. France was an exception with an overall progressive 

system, largely due to the progressivity o f the structure of its social health insurance

D enm ark, Finland, France, G erm any, Ireland, Italy, the N etherlands, Portugal, Spain, S w ed en , Sw itzerland, 
U K , U S.
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system. The most progressive indices were found in those countries which rely mainly on 

general taxation as a source of health financing (Finland, Ireland, UK).

The conflicting results for Germany, the Netherlands and France highlight an important 

point about social health insurance and other types of health financing systems. The 

inherent tendencies o f a system may be progressive while in practice, im plementation may 

introduce regressive elements. In Germany and the Netherlands, the non-involvem ent of 

the better-off in all/part of the social insurance systems reduces the progressivity of the 

systems (W agstaff et al., 1999). Thus, it is often not the system per se that is 

regressive/progressive, but the way in which it is implemented in practice.

The Irish component o f the ECuity focus on equity in financing was undertaken first by 

Nolan (1993) using the 1987 Household Budget Survey, and later in W agstaff et al. (1999) 

using the 1987 ESRI Survey of Income Distribution, Poverty and Use o f State Services. 

Focusing on the results from the modified methodology (1999), income tax and em ployees’ 

social insurance contributions were both progressive. Private health insurance premiums 

and household out-of-pocket expenditure were regressive. An index for total health 

financing was computed in the initial study (i.e. Nolan, 1993), indicating a marginally 

progressive financing system overall.

A lthough the focus of this chapter is on measuring progressivity, the concept of vertical 

equity can be seen as part o f a wider investigation into the overall impact o f health care 

financing on income redistribution. Policy makers may ultimately be interested in how 

health care financing adjusts the distribution of income across the population. The full 

redistributive effect on income can be measured as the change from the pre-paym ent Gini 

coefficient to the post-payment Gini. Van Doorslaer et al. (1999) adopt a decomposition 

method proposed by Aronson et al. (1994) to show that the total redistributive effect 

comprises four different elements. These include: the progressivity o f the payment, the 

proportion of income devoted to health care, the degree of horizontal inequity, and re

ranking.
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H orizontal equity  requires that households on sim ilar incom es should  be treated equally , 

regard less o f variations in their com position  and characteristics (e.g. sex, m arital status, 

a rea  o f  residence etc.). H orizontal inequity can arise w here tax reliefs and exem ptions (e.g. 

tax re lie f on m ortgage in terest re lie f or on private  health  insurance prem ium s) d ifferen tia lly  

a ffect the am ounts o f  tax paid by households o f  sim ilar ability  to  pay. R isk-rated private 

health  insurance leads to high risk individuals paying h igher prem ium s than low  risk 

ind iv iduals, regardless o f  their incom e levels (W agstaff and van D oorslaer, 2000). R e

ranking  refers to  any ad justm ents in the ranking o f  households in the socio-econom ic 

d istribu tion  as a result o f m aking the health  care paym ents.

Van D oorslaer et al. (1999) em ployed th is decom position m ethod to assess the 

red istribu tive effect o f  health  care financing in a range o f  O E C D  countries. O verall, it is the 

vertical equity  com ponent (i.e. unequal treatm ent o f  unequals) that m akes the m ost 

im portant contribu tion  to the total incom e red istribu tive effect in each o f  the countries. This 

is also  supported  by m ore recent w ork by van Ourti (2004a) and provides ju stifica tion  for 

focusing only on the vertical equity  com ponent as in this chapter. H ow ever, the results 

from  these studies found im portant sources o f horizontal inequity  in private health 

financing sources across the countries. As w ill be em phasised  in this chapter, despite 

accounting for relatively  sm all proportions o f  total health  financing, assessm ent o f  inequity  

in private sources o f  finance, w hether vertical o r horizontal, require careful consideration  in 

the contex t o f  com plex health financing system s such as in the Irish context.

V an D oorslaer et al. (1999) point out that the red istribu tive effect o f  health  care financing 

needs to be kept in perspective. Policy m akers are m ore likely to be concerned w ith the 

redistributive effects o f  total personal incom e tax rather than ju s t the proportion that funds 

health  care. The choice o f  a particu lar health  financing system  is likely to be based on 

m otives o ther than its incom e redistributive effect. In the Irish case, as already noted, stated 

policy  objectives underly ing  the current health  financing m echanism s are not clearly  

identifiable.
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4.3 Data and methodology

4.3.1 Introduction to m ethodology

Progressivity in Irish health financing in this analysis is measured in line with the approach 

set out in the ECuity project. Specifically, the methodology for this chapter employs that of 

W agstaff et al. (1999), which used a modified version of the methodology first presented 

by van Doorslaer and W agstaff (1993)'^^.

4.3.2 Data

Four main sources of financing for health care are identified for the year 1999“***: general 

taxation, social insurance, private health insurance, out-of-pocket household health 

expenditure. To compute the individual concentration curves and progressivity indices for 

each of these sources, micro-data from the Household Budget Survey (HBS) are used. The 

HBS provides the most com prehensive record of household income and expenditure 

patterns in Ireland and is thus the appropriate data source for investigating the distribution 

o f health financing across the population. The most recent HBS for which data are publicly 

available was conducted between June 1999 and July 2000, covering a sample o f 7,644 

households (Central Statistics Office, 1999). The sampling procedure was designed to 

include a representative random sample of all private households in the country. Results are 

re-weighted to take into account possible differences in non-response rates across different 

categories of households. The survey provides information on pre-tax income'*'^, income tax 

payments, social insurance contributions, and household expenditure on health related 

goods and services, and expenditure on private health insurance premiums.

T he main difference in m ethodologies referred  to the application o f  equivalence factors. In the m odified 
m ethodology a com m on equivalence facto r (to control for household size and com position) was applied  to 
both expenditure and incom e in each country . In the original m ethods, only incom es w ere equ ivalised  and 
each  country applied d ifferen t equivalence factors. O ther m odifications focused on ach iev ing  greater 
consistency in variable defin itions across the country datasets.

The tim e periods for the d ifferent sources o f  data are selected to be as close as possib le to each other. T he 
governm ent financial year in 1999 ran from  April 1999-M arch 2000; the H ousehold B udget Survey covered  
the period June 1999-July 2000.
'*’ Incom e is capped to preserve anonym ity  o f  the data. A lthough this leads to censored  data, the cap  on 
incom e affects ju s t  3%  o f  households. T he defin ition  o f  pre-tax incom e is based on that given by the 
Luxem bourg Incom e S tudy (LIS, 20(K)).
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The HBS does not provide information on indirect taxation. The Central Statistics Office 

(CSO) produces separate household level estim ates o f indirect tax payments based on 

analysis of HBS expenditure patterns. These estimates are available for 1987 and are 

incorporated into the analysis.^°

To supplement the above data, the Irish com ponent o f the 2004 wave of the European 

Survey on Income and Living Conditions (EU-SILC) provides information on combined 

tax and social insurance contributions. The 2004 wave covered a sam ple of 14,433 

individuals and results are re-weighted to ensure representation of private households in the 

country (Central Statistics Office, 2004).

To com pute an index for total health care financing, the proportions of each source of 

finance in the total health resource envelope are used as weights to combine the individual 

progressivity indices into one index. The following outlines the data used to estim ate total 

health care financing and the respective contributions of each source. To permit 

com parisons with the earlier Irish findings, the data definitions adopted here match those of 

Nolan (1993, in W agstaff et al., 1999) as closely as possible.

General taxation and social insurance contributions are pooled to fund public health 

expenditure under the Department of Health and Children (DOHC). The proportions of net 

non-capital public health expenditure^' that are funded by exchequer funding and by social 

insurance contributions are determined from annual health statistical data provided by the 

DOHC. The proportions o f exchequer funding that are drawn from income taxes and from 

indirect taxes are based on their respective contributions to overall government revenue in 

1999.

T h e  t im e  lag  is not  ideal  b u t  the  in c o rp o ra t io n  o f  ind i re c t  tax  d a ta  f ro m  an e a r l ie r  d a te  is c o n s is te n t  w ith  the  
a p p ro a c h  a d o p te d  by  N o lan  ( 1 9 9 3 )  and  is f o l lo w ed  in this analys is .

E x p e n d i tu re  u n d e r  the  ‘C o m m u n i ty  W e l fa re  P r o g r a m m e ’ is d e d u c te d  as the  b u lk  o f  this p r o g ra m m e  can  be 
d e f in ed  as soc ia l  w e l fa re  r a th e r  than  heal th  ca re  e x p e n d i tu r e .  D e d u c t io n s  o f  p r o g ra m m e s /e x p e n d i tu re  i tems 
that d o  not  fit w i th in  str ict  d e f in i t io n s  o f  hea l th  c a re  a re  e x a m in e d  in m o re  deta i l  in C h a p te r s  5 and  6. T h e  
focus  in this c h a p te r  is on  e n su r in g  c o m p a ra b i l i ty  w ith  the  p rev io u s  in v e s t ig a t io n s  o f  p ro g res s iv i ty  for  Ireland.
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Data on private health insurance claims expenditure are available for VHI Healthcare, 

which was the main health insurance company operating in Ireland at the time. Total 

claims expenditure plus administration costs are identified for the year 1999.

The DOHC publishes estimates of total annual household consumption of health goods and 

services, based on HBS data and other sources. As outlined in Chapter 3, annual household 

out-of-pocket expenditure on health includes professionals’ fees (GP, dentist etc.), 

medicines, other medical equipment and services, and hospital charges. To avoid double 

counting, refunds from private health insurance companies and government refunds under 

the Drugs Payment Scheme (see Chapter 3) are deducted.

4.3.3 Methodology

4.3.3.1 Equivalence scale

For each household in the HBS micro-data, pre-tax income, tax payments, social insurance 

contributions, payments on private health insurance premiums^^, and out-of-pocket 

expenditure on health are divided by the number o f equivalent adults in the household. This 

controls for differences in size and composition across the households. The micro-data 

analysis is performed on these equivalised income and expenditure variables.

The equivalence scale is adopted from W agstaff et al. (1999):

(4.5) Ehsd = (Ahsd + 0.5Khsd)°'

where Ehsd is the equivalence factor for each household (hsd), Ahsd is the number of adults 

in the household and Khsd is the number of children.^^

In 1999, health insurance prem ium s w ere e lig ib le  for tax re lief at the standard rate o f  tax. It is estim ated 
that the m ajority  o f  households m aking health insurance paym ents were taxpayers and thus received the 
standard rate o f tax relief. A blanket deduction  o f  24%  (the standard tax rate in 1999) cou ld  be applied to all 
observed insurance paym ents based  on this estim ate. A s the im pact on the overall p rogressiv ity  would not 
change, no adjustm ent to health insurance paym ents has been m ade here.

A child  is defined as under 14 years.
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4 .3 .3 .2  Concentration curves and dominance tests

The HBS micro-data are used to generate the concentration curves for each of the four 

sources of finance. To plot the concentration curves, households are ranked by equivalised 

pre-tax income on the x-axis. On the y-axis, the cumulative proportions of equivalised 

expenditures (i.e. income tax/indirect tax/social insurance/private health insurance/out-of- 

pocket expenditure) are plotted. Dominance tests determine the statistical significance of 

differences between the observed concentration curves and both the 45 degree line and the 

Lorenz curve for (equivalised) pre-tax income. The decision rule adopted follows the 

Multiple Comparison Approach (MCA) whereby comparisons between the curves are 

made at 19 evenly spaced quantiles between the 5‘  ̂ and 95'*’ quantiles (O'Donnell et al., 

2007). The MCA rule rejects the null of no significant difference between the curves of 

interest if  there is at least one significant difference in one direction and no significant 

difference in the other direction (at the 5 % significance level).

4 .3 .3 .3  Kakwani indices

The Kakwani indices for each of the four sources of health care expenditure are computed 

from the HBS micro-data using the convenient regression approach outlined in equation 

(4.4).

A Kakwani index for total health care payments is calculated from a weighted sum of the 

indices for each individual source of financing, as in equation (4.6). The weights are 

provided by the proportions of the four sources of financing in total financing (i.e. from 

4.3.2).

(4.6) K = ^  kjWi

where K is the Kakwani index for total payments, i refers to each source of health care 

finance, kj are the individual Kakwani indices for each source of financing, and Wj (the 

weights) refer to the proportion of each source of financing in the total resource envelope.
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A separate Kakwani index is calculated for the combined tax and social insurance 

payments available in the EU-SILC micro-data set.

4.3.3.4 Alternative index of progressivity

An alternative index o f progressivity, the Suits index, is calculated for each source of 

finance using the approach developed by Abdelkrim (2005). A Suits index for total health 

care finance is calculated in the same way as in equation (4.6).

4.3.3.5 Methodological note on social insurance

For the purposes o f consistency with previous work, this study treats social insurance as a 

separate source o f finance. In the Irish context social insurance contributions refer to 

em ployees’ social insurance contributions (un-earmarked) plus revenue from a 2% health 

levy. However, in practical terms, there is no sense in which these social insurance 

contributions are managed differently to general tax revenues. The social insurance 

resources are not tied to specific health expenditures^'*, and are pooled with other 

government resources to fund the health system. Thus, social insurance in the Irish context 

does not operate along the same principles as social health insurance schemes in other 

European countries.

4.4 R esults I

4.4.1 Sources of health financing

Public expenditure accounted for the largest proportion of the total health resource 

envelope (79.3%) in 1999, the majority of which was funded from general taxation 

(income and indirect taxes). Private sources of expenditure accounted for smaller 

proportions of the total envelope (8.5% and 12.2% for private health insurance and out-of- 

pocket respectively). Table 4.2 shows the change in health financing sources from 1987 to 

1999. The proportion o f public expenditure in total financing increased over the period 

relative to the private sources of financing.

With the exception o f  the Treatment Benefit Schem e, discussed in Chapters 5 and 6.
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Table 4.2 Public and privates^ sources of non-capital health financing, 1987 and 1999 

(current prices)

Source of finance:
Euro '000 %

1987 1999 1987 1999

Public expenditure: 1,438,613 4,273,056 75.1 79.3
General taxation 1,277,357 3,715,362 67.8 68.9
Social insurance 161,257 557,694 7.3 10.3
Private health Insurance 190,461 459,300 10.0 8.5
Out-of-pocket household health expenditure 285,691 658,600 14.9 12.2

Total Health Expenditure 1,914,765 5,390,956 100.0 100.0

Sources: Nolan (1993); D O H C  (2002b)

4.4.2 Concentration curves and distributions

The concentration curves for each source o f finance, together with the Lorenz curve for 

pre-tax income are shown in Figures 4.4 and 4.5.^^ The distributional shares by income 

decile and dominance test results are presented in Table 4.3.

Each curve is dominated by the 45 degree line indicating that payments are not distributed 

evenly across the population. No curve fu lly coincides with the Lorenz curve implying a 

departure from proportionality in each source o f health care financing.

There are also differences between the curves. Dominance test results indicate that the 

concentration curves for income tax and for social insurance both lie significantly^’ 

(p<0.05) below the Lorenz curve, indicating progressivity. Table 4.4 presents the results 

from dominance tests for differences between the individual concentration curves and these 

confirm that the curve for income tax lies significantly (p<0.05) further from the Lorenz

To calculate the Kakwani index for private health insurance premiums, the distribution o f payments for 
private health insurance premiums across households is taken from the HBS micro-data. In Table 4.2, the 
proportion o f private health insurance in total non-capital health financing is taken from annual claims 
expenditure by V H I Healthcare (the leading health insurance body). It is assumed that payments for 
premiums by hou.seholds closely match claims expenditure, supported by the not-for-profit motive o f V H I  
Healthcare.

The concentration curve for indirect tax is shown separately to reflect the different source o f data used for 
this variable.
”  Throughout this thesis, the term ‘significance’ refers to statistical significance and where appropriate, the 
level o f significance w ill be specified in the text.
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curve relative to the curve for social insurance payments. This suggests that income tax is 

more progressive relative to social insurance. The progressivity of these sources of finance 

is also seen in the distribution of payments by decile (Table 4.3). The progressivity of these 

payments can be assessed by comparing the sheire of total expenditure for each income 

decile with their respective share of total income. To illustrate, for income tax, individuals 

in the first (poorest) decile earn 2.6% of total income and pay just 0.1% of the total income 

tax burden. As income rises, the proportion of income paid on income tax increases such 

that individuals in the last (richest) decile earn 24.3% of total income and pay over 40%  of 

the total income tax burden. For social insurance, individuals in the poorest decile 

contribute just 0.2% o f total payments, while the richest decile contributes almost 32% of 

total social insurance payments.

Dominance tests indicate that the curve for private health insurance also lies significantly 

(p<0.05) below the Lorenz curve. However, visual inspection shows that this curve crosses 

the Lorenz curve at the higher end of the income distribution. A more strict decision rule 

for dominance does not reject the null of no significant difference between the 

concentration curve for private health insurance and the Lorenz curve. At lower income 

deciles, the shares o f private insurance premiums paid by households are significantly 

(p<0.05) lower than their respective shares of income (see Table 4.3). From the eighth 

decile upwards, the shares of insurance premiums paid by these groups are no longer 

statistically significant from their shares of total income. Individuals in the highest decile 

pay 23.2% of total insurance premiums relative to their share of income of 24.3%, which 

looks marginally regressive.

The concentration curves for indirect tax and out-of-pocket expenditure both lie above the 

Lorenz curve, indicating regressivity. This is supported by dominance test results although 

the stricter decision rule fails to reject the null o f no significant difference for the out-of- 

pocket concentration curve (p<0.05). At the lower end of the income distribution, the curve 

for out-of-pocket expenditure lies very close to the Lorenz curve. This suggests that out-of- 

pocket payments are less regressive than indirect taxes and the test of dominance between 

these two financing sources confirms this.
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These regressive patterns are observed in the distributions o f payments by income decile 

(Table 4.3). For indirect tax, in contrast to income tax, the low and middle income deciles 

pay a significantly (p<0.05) higher proportion o f the indirect tax burden relative to their 

share o f income. Households in the lowest decile pay more than 5% of total indirect taxes 

while earning less than 3% of total income. For out-of-pocket expenditure, the pattern o f 

regressivity is less even across the distribution. The share o f total out-of-pocket 

expenditure for the lower income deciles is not significantly different to their share of total 

income (p<0.05). Households in the lowest income decile pay just over 3% of total out-of- 

pocket payments relative to their income share (a difference of 0.5%). Households in the 

middle of the income distribution pay significandy (p<0.05) higher shares of total 

payments relative to their shares of total income. Households in the fifth  income decile pay 

more than 10% o f total out-of-pocket payments while earning 7.6% of total income (a 

difference o f 2.8%). A t the higher end o f the income distribution, households pay 

significantly (p<0.05) lower shares o f total payments relative to their shares of income. The 

highest decile pays 18.8% of total payments relative to their income share o f 24.3%.
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Figure 4.4 Lorenz curve and concentration curves for health care financing sources 

in Ireland (1999)
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Table 4.3 Percentage distribution of health care financing by sources of finance and concentration indices (1999)

General Taxation Y
Social

Insurance

Private Out-of-
Total

Financing
Total
Public

Total
Private

Income Decile
Income Income

Tax
Indirect

Tax Total Tax
Health

Insurance
Pocket

Expenditure
-------------------------------------------- H ------------------------------------------------------------------------------------------------------------------------------------------------------------------------------ II---------------------------------------------------

% Shares by decile:
1 2.6 0.1 5.2 3.0 0.2 ‘ 2.0 * 3.1 2.6 2,6 2.6
2 3.5 0.1 4.7 2.7 0.2 * 1.9 * 3.8 2.5 2,4 3.0
3 4.5 0.5 6.2 3.7 1.0 * 3.2 * 6.4 3.7 3.4 5,1
4 6.0 1.8 7.9 5.3 2.6 * 5.8 * 6.8 5.3 4.9 6.4
5 7.6 3.9 8.6 6.6 5.7 * 8.0 * 10.4 7.1 6.5 9.4
6 9.4 6.4 9.9 8.4 9.1 * 9.9 * 11.1 8.9 8.5 10.7
7 11.2 9.3 11.3 10.4 12.6 * 12.2 * 13.0 11.1 10.7 12.7
8 13.7 13.7 12.9 13.3 15.9 * 15.3 12.2 13.6 13.6 13.5
9 17.2 21.6 15.3 18.0 21.0 * 18.4 14.3 17.9 18.4 16.0
10 24.3 42.6 18.0 28.6 31.9 * 23.2 18.8 27.3 29.0 20.6

Dominance tests:
Against 45^ line - - - - -

Against Lorenz curve - + - a
1 II --------------------------

Concentration index 0.3604 0.6345 0.2363 0.4075 0.5460 0.3931 0.2663 0.4034 0.4256 0.3184
Cl standard error 0.0019 0.0067 0.0054 0.0060 0.0053 0.0088 0.0215 0.0080 0.0059 0.0163
Cl p value 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000

Kakwani index 0.2741 -0.1335 0.0418 0,1856 0.0328 -0.0940 0,0393 0.0605 -0.0419
K standard error 0.0108 0.0067 0.0085 0.0078 0.0111 0.0211 0.0102 0.0084 0.0170

Notes to table:
Shares by decile: Bold indicates the percentage shares of Income/expenditure are significantly different to the population shares (at p<0.05). 

* indicates the percentage shares of expenditure are significantly different to the pre-tax income shares (at p<0.05).
Tests of significance are not available for 'total' columns.

Dominance tests: - indicates the concentration curve is dominated by the 45 ' line/Lorenz curve.
indicates the concentration curve dominates the 45° line/Lorenz curve.

Multiple comparison approach is applied. Decision rule makes comparisons at 19 quantiles and rejects the null of no significant difference 
between the curves if there is at least one signficant difference in one direction and no significant difference in the other (at p<0.05).
“ Using the alternative Intersection Union Principle (stricter decision rule), there is non-dominance betvi^een the curves.
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Table 4.4 Tests of dominance between concentration curves for health care financing

Indirect
Tax Social Insurance

Private Health 
Insurance

Out-of-Pocket
Expenditure

Income Tax 
Indirect Tax 
Social Insurance 
Private Health Insurance

Notes to table:

■ indicates the concentration curve of the row source is dominated by the concentration curve of 
the column source

+ indicates the concentration curve of the row sources dominates the concentration curve of the 
column source

Multiple comparison approach is applied. Decision rule makes comparisons at 19 quantiles and 
rejects the null of no significant difference between the curves if there is at least one signficant 
difference in one direction and no significant difference in the other (at p<0.05).

“ Using the alternative Intersection Union Principle {stricter decision rule), there is 
non-dominance between the curves.

4.4.3 Kakwani indices 1999

Table 4.3 also presents the concentration and Kakwani indices for the four sources of 

health financing in 1999, together with their standard errors. The results confirm the 

patterns observed in the underlying concentration curves and payment distributions. Within 

general taxation, the index for income tax is progressive (positive) while that for indirect 

tax is regressive (negative). Indirect taxation accounted for a large proportion of 

government revenue in 1999 and thus the negative value o f the indirect tax index almost 

fu lly offsets the positive value o f the income tax index. The index for total tax is positive 

and small indicating a marginally progressive result (0.04).

Social insurance contributions are also progressive. The value o f the index is lower than for 

income tax, confirming the earlier observations from the concentration curves that social 

insurance is not as progressive as income tax.

The index for private health insurance is marginally progressive although this needs to be 

interpreted with caution given that the concentration curve for this financing source crosses 

the Lorenz curve.
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T h e  index for out-of-pocket health  expenditure  is regressive but not as regressive as for 

ind irect tax. This is consisten t w ith the patterns show n in the concentration  curves w here 

out-of-pocicet expenditure  is alm ost fully p roportional to incom e at the low est end o f  the 

incom e d istribution.

T h e  w eighted index for total financing  is m arg inally  progressive (0.04).

4.4.4 Indices 1987 and 1999

Figure 4.6 com pares the K akw ani indices for 1999 w ith those from  the earlie r analysis fo r 

1987 by N olan in W agstaff et al. (1999). W ith  the exception  o f  private health  insurance, 

the signs on the K akw ani indices are the sam e in 1987 and 1999. Private health  insurance 

w as regressive in 1987 and progressive in 1999 although in both years the size o f  the index 

is sm all.

D ata on indirect taxes and total financing are not availab le in W agstaff et al. (1999). In the 

original analysis for Ireland (N olan, 1993), ind irect taxes (based on data from  1980) w ere 

regressive and total financing was m arginally  progressive. A lthough the m ethodologies are 

not fully consistent, these results suggest little  change in the regressiv ity  o f  indirect taxes 

over the 1980s or in the progress!vity  o f total financing  betw een the 1980s and 1999.

T he m icro-data used in the earlier an a lysis are not d irectly  com p atib le  w ith the H B S data used here and 
thus com parisons are treated w ith caution.
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Figure 4.6 Kakwani indices for Irish health financing (1987,1999)

Incom e Tax 

Indirect Tax 

S o c ia l In su ran ce  

Private H ealth  In su ran ce  

O u t-o f-P ocket 

Total F inancing

-0.20  -0,10  0.00  0.10  0.20  0.30

□  1987 ■  1999

Sources: Data for 1987 from W agstaff et al. (1999), data for indirect taxation refer to  the year 1987.

4.4.5 Index 2004

The Kakwani index for combined tax and social insurance contributions is progressive 

(0.25, se 0.015). This lies in between the 1999 indices for social insurance and for income 

tax.

4.4.6 Suits indices 1999

The Suits indices are presented in Table 4.5. The results match those for the Kakwani index 

with progressive values for income tax, total tax, social insurance, and private health 

insurance. Indirect tax and out-of-pocket health expenditure are regressive. The index for 

total financing is again marginally progressive. The absolute values o f the Kakwani and 

Suits indices are not directly com parable as they each have different ranges.
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Table 4.5 Suits indices (1999)

General Taxation |
Social

Insurance

Private Out-of- Total
Financing

Total
Public

Total
PrivateIncome

Tax
Indirect t  . i-r _ Total Tax Tax

Health
Insurance

Pocket
Expenditure

Suits index 0.3206 -0.1479 0.0535 0.1901 0.0204 -0.1154 0.0442 0.0714 -0.0596
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4.5 Interpretation of Results I

4.5.1 Summary of resu lts I

The Kakwani indices suggest that overall financing for health care in Ireland in 1999 was 

marginally progressive although this hides variation in the progressivity o f individual 

sources of finance. The concentration indices are positive (i.e. progressive) for incom e tax, 

social insurance contributions and private health insurance. The indices are negative (i.e. 

regressive) for indirect tax and out-of-pocket health expenditure. These results are broadly 

consistent with those from 1987 with the exception of private health insurance.

The public sources of financing represented 79% of the total health care resource envelope 

in 1999, thereby giving greater weight to tax and social insurance payments in the index for 

total financing. The increase in the proportion of public expenditure in total non-capital 

health resources from 1987 to 1999 (75% to 79%) needs to be seen in context. As 

discussed in Chapter 3, public health expenditure declined as a proportion of total health 

care financing for much of the late 1980s in response to wider macro-economic difficulties 

and recovered thereafter. The above results capture the period where the share o f net 

current public health expenditure in total health financing was returning to its position of 

the early 1980s.

4.5.2 Interpretation of resu lts I - public so u rces

Income taxes and social insurance contributions were progressive in 1987 and in 1999. The 

basic structures of the Irish income tax and social insurance systems are designed to be 

progressive. Incomes are categorised into different income bands and the marginal rate of 

payments (of income tax or social insurance) rises as the income band increases.

As observed earlier, there is an important distinction between the design o f a system and 

how it is implemented in practice. In practice, these two systems operate a range of
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allowances, credits and exemptions that alter the degree of progressivity o f the resultant
59paym ent patterns.

T he Pay Related Social Insurance (PRSI) system applies both a ceiling (income above a 

specified level is not subject to PRSI) and a minimum threshold (income below a specified 

level is not subject to PRSI). These alter the burden of payment for people at different 

incom e levels with implications for progressivity. The ceiling reduces progressivity while 

the threshold increases progressivity. The ceiling effect helps explain why the social 

insurance contributions are less progressive than income tax payments. The data on social 

insurance also include revenue from a 2% health levy. In principle a percentage levy is 

proportional, deducting the same proportion of income regardless of the level of income. 

This reduces the overall progressivity of total social insurance payments. In practice there 

are many exemptions and a minimum threshold which interfere with the proportionality of 

the levy.

Indirect taxes were regressive in both 1980 (Nolan, 1993) and 1987. The indirect taxes in 

the CSO redistribution exercises include Value Added Tax (VAT), fiscal duties (applied on 

alcoholic drink, tobacco, fuel etc.), and other charges (e.g. local authority charges and 

l ic e n c e s ) .V A T  accounts for the largest proportion of indirect tax collection. In theory, an 

ad valorem tax like VAT can be proportional or even progressive where the tax is levied on 

luxury goods and services purchased more often by the rich. The opposite can also be the 

case and the progressivity of an ad valorem tax depends on what goods and services are 

subject to the levy and on the marginal propensity to consume in the domestic market by 

different income groups. In the period under review, zero VAT rates were applied on a 

range of goods and services (e.g. food, children’s clothing and footwear, electricity, 

education etc.), a number of which (e.g. education, mortgage repayments, insurance) were 

purchased in greater proportions by higher income households (Central Statistics Office, 

1987). In line with the findings o f the current research, a review by the CSO for 1987

If these a llow an ces/cred its im pose  d ifferen ces in paym ents across the in com e distribution, this a ffects  
vertical equity. A llow a n ces/cred its  can a lso  im pose d ifferentia l paym ents on  h ou seh old s o f  equal ability  to 
pay, thereby affectin g  horizontal equity. T he latter is not the focu s o f  this analysis.

C ustom  duties and indirect taxes paid on  g o o d s and serv ices purchased by the industrial sector for 
production purposes are not included.
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(Central Statistics Office, 1987) found that proportionally less disposable income was spent 

on indirect taxes at higher income deciles, illustrating the regressive nature of indirect 

taxes.

Changes to the implementation of these tax and social insurance payment systems can 

provide support for observed changes in progressivity over time. For income tax, for much 

of the 1980s and early 1990s, the income bands were not increased in line with inflation 

and thus the number of people paying taxes at the higher rates rose considerably. Annual 

analyses o f the distributional impacts of budget packages (i.e. tax and welfare changes) by 

the ESRI found that over the period 1987 to 1994, tax cuts tended to benefit those at the top 

of the income distribution, suggesting a decline in the progressivity o f income tax over this 

period. However, Callan et al. (1999) report that the 1999 budget aimed at concentrating 

tax relief on households in the lower income groups, indicating a shift towards greater 

progressivity. This provides some explanation for the observed consistency in income tax 

progressivity from 1987 to 1999. For PRSI contributions, the results indicate an increase in 

progressivity from 1987 to 1999. During this period, the minimum threshold, below which 

social insurance was not payable (progressive) was introduced. An allowance system was 

subsequently implemented to further improve progressivity (Callan and Nolan, 2000).

Given the value o f assessing the implementation of the underlying payment systems for 

explaining observed progressivity results, similar analysis can be used to project forward. 

In the absence of detailed new data, assessment of system changes since 1999 can provide 

reasonable estimates of the likely changes in progressivity to the present day.

There have been some important changes in the structure of the income tax system since 

1999 with implications for progressivity. To make the system more progressive, tax credits 

have replaced allowances^' (Bristow, 2004). A tax credit is a direct reduction from an 

individual’s tax liability. The absolute value of the credit is the same regardless of the level

A llow ances were deducted from incom e before tax liability was computed. The tax saved by the allowance 
was equal to the value o f the allowance multiplied by the relevant marginal tax rate. The tax allowance was 
thus worth more the higher the marginal rate o f  tax. The higher the income, the greater the value o f  the tax 
allowance, introducing a regressive elem ent into an otherwise progressive method o f  collecting revenue.
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o f income and as a result is relatively more valuable to those on lower incomes. The system 

o f tax credits was phased in from 1999 onwards and by 2001 many of the remaining 

allowances were only allowed at the standard rate o f tax (Bristow, 2004). Since then, 

increases in tax credits have aimed at removing all those on the minimum wage from the 

tax net (Dept, o f Finance, 2004a).

A small number o f very high earners in the country have, until now, been able to reduce 

their sizeable income tax liab ility to nil through the use o f a wide range o f tax reliefs. There 

is now an annual cap on the extent to which one can avail o f specific reliefs and the 

Government is also considering the introduction of a minimum tax payment for high 

earners.

These changes suggest an improvement in income tax progressivity since 1999. This is 

supported by ESRI budget analyses. Since 2000, budgets (combining the tax and welfare 

packages) have yielded considerable gains for low income earners with limited gains for 

high income groups, in contrast to previous periods where gains were restricted mainly to 

middle and high earners (Callan et al., 2006a). Preliminary results from 2004 are consistent 

with the assumed improvements in progressivity in the income tax structures since 1999. 

The Kakwani index from the 2004 data on combined income tax and social insurance can 

be compared with a similar combined index for 1999. The weighted Kakwani index of 

income tax and social insurance for 1999 is 0.22 which is less progressive than the index 

for 2004 (0.25).

Within social insurance, the threshold below which the health levy is not payable has been 

increased (Dept, o f Finance, 2004a), thereby exempting greater numbers o f low income 

individuals from the levy, suggesting an improvement in progressivity. There have been no 

radical changes to the implementation o f indirect taxes since the late 1990s although there 

is now a growing interest in the distributional impact o f these taxes.

However, while income and indirect taxes continued to account for the largest share of 

government tax revenue in 1999, there has been strong growth in the importance o f other
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revenue sources. The share o f income and indirect tax in total tax revenue fell from 85% in 

1987 (Nolan, 1993) to 68% by 1999. Revenue from corporation tax increased from less 

than 5% in the 1980s to more than 12% by the late 1990s (Bristow, 2004). Stamp duty (e.g. 

imposed on property and other transactions) also increased in importance over the period. 

Future analysis o f progressivity in public health financing sources w ill need to incorporate 

methods for assessing the distributional burden o f these other sources o f revenue at the 

household level (O'Donnell et al., 2007).

As outlined eaiiier, the progressivity o f social insurance is treated separately from income 

and indirect tax in this analysis for reasons o f methodological consistency with the ECuity 

project. However, this has to be balanced against the applicability of this separation to the 

Irish context. In the practical sense, social insurance contributions in Ireland are not 

managed differently to general government revenues. Given the comparative nature o f this 

analysis, the separation in the Irish data risks confusing social insurance in the Irish context 

with social health insurance systems of other European countries (e.g. France, the 

Netherlands etc.).

4.5.3 Interpretation of results I - private sources

Progressivity assessment o f the private sources o f financing is complicated by the uneven 

patterns o f payments across the income distributions. These patterns reduce the 

interpretability o f the Kakwani or any other summary index. This section focuses on 

providing explanation for the observed distributional patterns, rather than on the specific 

Kakwani results for the private sources o f financing.

As outlined in Chapter 3, the payment structure of private health insurance in the Irish 

setting is governed by community rating. A ll individuals purchasing the same private 

insurance product pay the same premium regardless o f risk status or income. In principle, 

this policy is expected to be regressive. A  fiat rate premium imposes a relatively greater 

burden on lower income households. It is argued that in terms o f health risk profile, the 

system of community rating ensures that poorer, but sicker, individuals are not burdened by
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the higher prem ium s that they would otherwise have to pay in an actuarially priced (i.e. 

risk-rated) system. Yet without pooling for income as well as health risk, the system fails to 

prevent a situation whereby poorer, but healthier, individuals subsidise the health costs of 

richer, but sicker, individuals. However, in contrast to the expected regressive patterns, the 

results show that the distribution of private insurance payments is marginally progressive at 

lower incomes, although there are indications of regressivity at higher incomes.

There are sim ilar problems in interpreting the observed distributional pattern for out-of- 

pocket payments. Out-of-pocket expenditures apply on a wide range of goods and services 

and there is no single system governing the imposition of these charges. However, it is 

widely accepted that in the case of flat rate out-of-pocket charges, the financial burden is 

relatively greater on lower income households. Although results indicate that out-of-pocket 

expenditure was a regressive form of health finance in 1999, the distribution is uneven and 

lies close to proportional for the poorest households.

These private sources of finance are both ‘voluntary’, in the sense that there are no 

government laws imposing contribution requirements. They are also directly linked to 

private consum ption. Benefits from consumption of these goods and services are privately 

enjoyed by those who make the payments. Recognition of these factors can help to explain 

the observed patterns o f expenditure. In the analysis of progressivity for public sources, it 

is assumed that all contributions are pooled to fund the public health system, and the broad 

categories of entitlem ent to receive services from this system have been outlined in Chapter 

3. Thus, lower or non-payment of public contributions by lower income households is 

taken to be progressive (poorer household contribute less but this does not affect how much 

they receive in return). These households are contributing on the basis of ability to pay and 

will receive care according to need (assuming that the system is delivered equitably). For 

private sources o f finance, this assumption cannot hold. Payment for private health 

insurance secures health care for the paying household only. An out-of-pocket payment for 

a prescribed medicine benefits the individual making that payment. Thus, in private sources 

of finance, expenditure is a sign of consumption. If households are spending, this indicates 

that they are receiving health care benefits. If households are not spending, they are not
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consuming. A progressive distribution for private financing does not have the same equity 

interpretation as for the public sources.

The voluntary nature of the private financing sources implies that observed expenditures 

reflect underlying and unobserved preferences and needs for the products on offer which in 

turn influence households’ price elasticities of demand. Understanding the demand and 

pricing structures for health services financed by private resources can thus shed greater 

light on the results observed for private payments.

Technically, private health insurance in Ireland is a luxury item, granting access for those 

who pay the premiums to private health care, to supplement what is already available 

through the public system. Lower income households are expected to be particularly 

sensitive to the price. The low proportion of expenditure on private health insurance 

premiums at lower incomes is likely to be reflecting the non-affordability of private health 

insurance for these households. This has the effect of making private health insurance look 

marginally progressive at low incomes. If the analysis were restricted to only those who 

purchased private health insurance, thereby controlling for the voluntary element, the 

regressive impact o f community rating would be expected to show up. This is explored in 

further analysis below.

The largest proportion of out-of-pocket health expenditure includes paym ent of private fees 

for doctors and for medicines (prescription and non-prescription). Prices for these goods 

and services are influenced by the health care entitlement structures (see Chapter 3). 

M edical card holders are eligible for free public primary health care services (approx. 31% 

o f the population in 1999) while non medical card holders are required to pay out-of-pocket 

for these services. Prices for GP visits jum p by 100% from zero to full market price in a 

shift in the income distribution from below the medical card eligibility threshold to just 

above the threshold.^^ For prescription medicines, the situation is more complex. Prices 

jum p from zero to full market price in the shift from medical card to non medical card

T he recent introduction, in 2 0 0 5 , o f  the G P V isit m edical card increases the in com e threshold above w hich  
the price for a G P v isit jum ps from  zero to full market price.
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holders. However, for payments above a monthly threshold, the price falls again to zero 

under the government Drugs Payment Scheme. For non-prescription medicines, all 

individuals are subject to full market prices, regardless of entitlement status. Private health 

insurance status can also alter the structure of out-of-pocket prices paid by households. 

However, in the case of primary care, until recently, private health insurance coverage for 

prim ary care was very limited. Thus, in 1999 there was little variation in the prices faced 

for primary care between the privately insured and non-covered entitlement groups (i.e. the 

two non medical card groups). Tax relief also introduces complexity into out-of-pocket 

burdens. Tax relief is allowed on specific medical expenses. The relief is granted at the 

individual’s marginal tax rate thereby confening greater benefits on those who earn higher 

incomes. These variations in price structure by type of out-of-pocket expenditure can be 

expected to give rise to different patterns of expenditure across the income distribution. 

This is also explored in further analysis.

4.5.4 Interpretation of results I -  summary Indices

To put the observed Kakwani results in context, the use o f an alternative index measure 

provides some sensitivity analysis. The results from the Suits index are consistent with 

those from the Kakwani. Ignoring the problems in interpretation for equity, the two sets of 

indices each produce the same progressivity ranking of the four sources of finance from 

most progressive (income tax) to least progressive (indirect tax). The magnitudes of the 

respective indices are different but it is difficult to conclude anything from this as each are 

based on a different scale.

The scale of the Kakwani index, -2 to -i-l is itself unusual due to the lack of symmetry. This 

causes problems when comparing the results with those of other, symmetrical indices (e.g. 

Suits index), as observed here. More importantly, it is difficult to confer any intuitive 

meaning onto the absolute values of the index.^^ The extreme values o f the index are also

M ethods for interpreting the G ini and concentration  in d ices are d iscu ssed  in the literature in terms o f  the 
am ount o f  redistribution o f  the variable o f  interest required to reduce the observed  inequality, K oolm an and 
van D oorslaer dem onstrate h ow  the value o f  a concentration  index can be translated into the required
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counter-intuitive and logically inconsistent. At the extreme negative value, all income is 

earned by one individual while all tax is paid by the poorest (i.e. zero income) individual. 

The other extreme coincides with equal incomes (i.e. a zero Gini index) but progressive tax 

payments, with all taxes paid by the richest individual (i.e. -t-1 tax concentration index). As 

long as the observed distributions operate within the boundaries of the Kakwani scale, 

these interpretation problems do not occur but these unusual features lessen the 

attractiveness of the index.

In terms of interpreting the values o f a single index, the symmetrical scale of the Suits 

index is a positive attribute. However, there are other drawbacks to the Suits index that are 

not observed with the Kakwani and the former is used less frequently in the analysis of 

health care financing because of undesirable weighting effects (van Doorslaer and 

W agstaff 1993). The Suits attaches greater weight to departures from proportionality that 

occur amongst higher incomes.

The standard drawbacks of using index measures to summarise underlying distributional 

patterns have also been observed here. W here curves cross (e.g. for private health 

insurance), the summary index is un-interpretable. Uneven distributions are not picked up 

by summary measures. Analysis of the concentration curves, the expenditure shares by 

decile, and dominance testing, proved much more informative about payment distributions.

The important points raised in the interpretation of the results are based on assessment of 

all the available information on the distribution of payments. This would not have been 

possible if the focus had only been on the summary index measures. M oreover the 

interpretation problems for private resources stem from the attributes o f the financing 

source per se and not from the choice o f index measure.

percentage redistribution from rich to poor o f  the variable o f  interest in order to reduce income-related  
inequality to zero (Koolman and van Doorslaer, 2004).

- 1 2 2 -



4.6 Results and interpretation II

4.6.1 Private so u rces  -  further analysis

In terpretation  o f  the p rogressiv ity  results on private health care resources throw  up 

com plications that call fo r further analysis that draw s on inform ation on the health  care 

dem and and pricing structures. W hile these com plications in interpreting  the results for 

private resources are not un ique to the Irish contex t they are m ore visib le because o f  the 

way in w hich the Irish health  financing system  is structured and this is discussed in m ore 

detail below .

4.6.2 Private health insurance

T he results for private health  insurance are re-calculated  based on the privately insured 

population only (Table 4 .6). In contrast to the results based on the full population, the 

concentration curve dom inates the L orenz and the associated  K akw ani index is negative, 

both indicative o f  a reg ressive d istribution.
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Table 4.6 Kakwani index for private health insurance (restricted sample)

Income Decile Pre-Tax Income Private Health 
Insurance

% Shares by decile:

1 2.3 9.3
2 3.5 8.5
3 4.5 8.6
4 6.0 9.1
5 7.7 9.3
6 9.4 9.5
7 11.2 10.2
8 13.7 10.6
9 17.3 11.5
10 24.2 13.5

Dominance tests:
A ga inst 45° line 
A ga inst Lorenz curve

Concentration index
C l s tandard  error 
C l p  value____________

0.2772
0.0015

0.000

0.0831
0.0077
0.000

Kakwani index
K  s tandard  e rror

-0.1941
0.0082

1 Notes to table:

1 Shares by decile: Bold indicates the percentage shares of income/expenditure are significantly different to the 
population shares (at p<0.05).
* indicates the percentage shares of expenditure are significantly different to the pre-tax income 
shares (at p<0.05).

Dominance tests: - indicates the concentration curve is dominated by the 45“ line/Lorenz curve, 
indicates the concentration curve dominates the 45“ line/Lorenz curve.

Multiple comparison approach is applied. Decision rule makes comparisons at 19 quantiles and 
rejects the null of no significant difference between the curves if there is at least one signficant 
difference in one direction and no significant difference in the other (at p<0.05).
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T hese  results are based on the population  who have already ‘v o lun teered ’ for private health 

insurance. As predicted , the paym ents are regressive w here the flat rate, com m unity  rated 

p rem ium s im pose a relatively  greater burden on those w ith rela tively  low er incom es in the 

sample.^"* This regressive pattern  could also be attribu ted  to the purchase by low er incom e, 

and possib ly  less healthy, individuals o f  m ore expensive (and com prehensive) insurance 

packages. In practice, private health  insurance com panies now  offer an increasingly 

d ifferen tia ted  range o f  products, catering  to the needs o f  d ifferent categories o f people.

T o  assess likely changes since 1999, there has been no official change in the paym ent 

structure  o f  private health  insurance. T he princip le o f  com m unity  rating continues to 

govern.

T he im pact o f com m unity  rating is in teresting  here. If the un-insured are relatively  healthy, 

their low  risk could secure a low er and m ore affordable prem ium  in a m arket governed by 

actuaria lly  priced ra ther than com m unity  rated prem ium s. As outlined in C hapter 3, the 

health  and socio-econom ic profile  o f  the non-covered group indicates that these individuals 

are relatively  poor, but not as poor, and not as sick, as the m edical card group. Thus, the 

system  o f com m unity  rating  m ay be im posing artificially  high prem ium s on what is a 

relatively  young and healthy population. A reduction in prem ium s w ould im prove access to 

private health insurance for this group although this is likely to show  up in the 

concentration analysis as a decline in progressivity  (as expenditure  increases am ongst mid- 

low er incom e groups). C onversely , for the m edical card group, w ho are m ore likely to be at 

the low est end o f  the incom e distribution  and are know n to have a relatively  w orse health 

profile, com m unity  rated prem ium s are likely to be low er than w hat w ould be offered in a 

risk-rated system .

Initially , when private health  insurance was first introduced, to provide cover for the richest 15% o f the 
population, com m unity  rating involved people o f sim ilar incom es paying sim ilar prem ium s (regardless o f 
age, sex or health status). Signs o f regressivity  w ould be negligible in this context. T he expansion o f private 
health insurance to 42%  o f  the population by 1999 indicates that coverage expanded to include m em bers from  
m iddle-low er incom e groups. T hus, com m unity  rating in the context o f the 1990s involved people o f  varying 
incom es (ranging from  the highest decile to m id-low  deciles) paying the sam e flat-rate  prem ium s, regardless 
o f risic profile , opening the way for m ore v isible signs o f  regressivity.
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4.6.3 Out-of-pocket expenditure

The analysis o f out-of-pocket expenditure is adjusted to provide individual assessm ent o f 

doctor*^, m edicines, and other m edical goods expenditure. This allow s separate 

investigation o f  results for paym ents that have d ifferent paym ent structures. T ogether these 

sources represent over 78%  o f total out-of-pocket expenditure  in the 1999 data.

The results are presented in Table 4.7 and F igure 4.7 and support expectations outlined 

earlier. For doctor and prescription m edicine costs, the curves lie close to the L orenz for 

the low est incom e deciles. This coincides w ith low er expenditures by the m edical card  and 

dual cover groups who face zero prices for these services. For non-prescrip tion  m edicines, 

there is no such price protection for m edical card holders. This is reflected in higher 

expenditures at low er incom es relative to docto r and prescrip tion  m edicine expenditures. 

The concentration  curve for non-prescrip tion  m edicines statistically  dom inates the curves 

for doctor and prescrip tion  costs. T he K akw ani indices are negative (regressive) for each 

elem ent o f out-of-pocket expenditure  but they vary in size. The indices for non-prescrip tion  

m edicines and other m edical goods expenditure are each m ore regressive than for doctor 

and prescrip tion  m edicines, consisten t w ith the price protection offered to low incom e 

groups for these latter services.

It is noted that the curves for docto r and prescrip tion  m edicine costs only cross (from 

below ) the Lorenz curve at points above the 50* percentile w hile the m edical card incom e 

threshold falls m uch earlier in the distribution.^^ T his m ay indicate som e non-expenditure 

by individuals who are at the m id-low  end o f  the incom e distribution due to un

affordability. U tilisation o f  health care services is exam ined in m ore detail in C hapters 5-7.

T hese are assum ed to refer m ainly to paym ents for GP visits.
T he medical card  incom e threshold in 1999 is estim ated to have fallen betw een the 2"** and incom e 

deciles based on an assessm ent o f  the w eekly  m edical card incom e thresholds.
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Table 4.7 Concentration indices for out-of-pocket by type of expenditure

Income Decile
Pre-Tax
Income

Doctor
Fees

Prescription
Medicines

Non-Prescription
Medicines

Other Medical Goods & 
Services

% Shares by decile:
1 2.6 2.2 2.5 5.0 * 2.8
2 3.5 1.5 • 1.7 4.4 * 3.0
3 4.5 5.3 5.2 6.3 * 12.2
4 6.0 6.0 8.6 10.0 • 4.3
5 7.6 11.1 11.0 * 10.9 * 9.3
6 9.4 12.7 * 11.5 * 10.9 • 10.9
7 11.2 12.6 * 13.3 * 12.9 * 15.5 •
8 13.7 14.3 * 15.1 * 12.0 * 9.8 *
9 17.2 15.6 * 16.1 * 12.0 * 12.3
10 24.3 18.7 * 14.9 * 15.6 * 20.0

Oominance tests:
Against 45’’ line - a - a

Against Lorenz curve non-dom + non-dom

Concentration index 0.3604 0.3166 0.2763 0.1838 0.2588
Cl standard error 0.0019 0.0217 0.0241 0.0155 0.0724
Cl p  value 0.000 0.000 0.000 0.000 0.000

Kakwani index -0.0438 -0.0841 -0.1766 -0.1016
K standard error 0.0264 0.0287 0.0173 0.0664

Notes to  table:
Shares by decile: Bold indicates the percentage shares of income/expenditure are significantly different to the population shares

(at p<0.05).
* indicates the percentage shares of expenditure are significantly different to the pre-tax income shares (at
p<0.05).

'non-dom' indicates the null of no siqnficant difference between the curves cannot be rejected (at p<0.05)

Dominance tests: - indicates the concentration curve is dominated by the 45° line/Lorenz curve.
+ indicates the concentration curve dominates the 45° line/Lorenz curve.

f^ultiple comparison approach is applied. Decision rule makes comparisons at 19 quantiles and rejects the null
of no significant difference between the curves if there is at least one signficant difference in one direction and
no significant difference in the other (at p<0.05).
“ Using the alternative Intersection Union Principle (stricter decision rule), there is non-dominance between the
curves.

- 1 2 7 -



Figure 4.7 Concentration curves for out-of-pocket by type of expenditure
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4.7 Discussion
Section 4.5.2 discussed evidence for the observed patterns o f progressivity in public 

sources o f health care in 1999. To understand the results, assessment was needed o f both 

the underlying payment systems, and o f how the systems are implemented in practice. 

Changes in the implementation o f these systems over time and preliminary data for 2004 

suggest that income taxes, and possibly social insurance contributions, have become more 

progressive since 1999.

Section 4.5.3 discussed evidence for the observed distributions o f private expenditure. To 

fully explain the results, the voluntary element associated with private health insurance and 

out-of-pocket payments needed to be taken into account. Further analysis in section 4.6 

showed how the progressivity patterns can change when either the analysis focuses only on
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those w ho have volunteered  for the paym ents, o r on paym ents that have been dehberately  

separated  in term s o f  pricing structures.

H ow ever, analysis o f  the results for private paym ents po in ts to a fundam ental problem  in 

using  the m easurem ent o f  p rogressiv ity  as a way o f assessing  equity  in health care 

financing. As illustrated in section 4.6, the patterns o f  p rivate  paym ents only m ake sense 

once account is taken o f  the dem and and pricing structures governing access to services 

paid for by those private  sources o f finance. A key lesson from  this analysis is that there are 

im portan t ‘unknow ns’ in interpreting  the progressiv ity  resu lts for private  financing  sources. 

T he approach is unable to identify  non-expenditure by households w ho cannot afford the 

given health  service, nor can it indicate the counterfactual as to w hat w ould happen if 

prices w ere altered. As a result, apparent im provem ents o r o therw ise in progressiv ity  are 

likely to be inconsistent w ith intuitions about w hat is or is not equitable. An increase in 

access to private health insurance by reducing the prem ium  charged to  low er incom e 

groups m ay actually  be reflected as a decline in p rogressiv ity  (the concentration  curve may 

shift upw ards). S im ilarly , a reduction in the price o f G P care may im prove access for mid- 

low incom e people prev iously  unable to afford to  see their GP. Y et this m ight be reflected 

as a fu rther increase in regressiv ity  o f  out-of-pocket paym ents as expenditure  by this group
67rises.

Thus, the above analysis indicates that the progressiv ity  results for public and private 

sources o f  finance cannot be interpreted in the sam e way. This in turn raises questions 

about the appropriateness o f  this m ethodology in term s o f  the ultim ate objective of 

assessing equity  in a health  care financing system . The central problem  can be linked back 

to fundam ental equity  principles. As outlined in C hapter 2, public financing is consistent 

with an egalitarian  perspective w hereby there is separation betw een  paym ents and 

consum ption  o f health care services, and paym ents can be assessed against the princip le o f 

ability  to pay. Private financing is consisten t with a libertarian  view point w hereby 

paym ents are assessed in term s o f w illingness to  pay. In this setting , consum ption  o f health

The new G P Visit m edical card, w hich grants free G P  visits to individuals earning incom es below  a 
specified threshold , is likely to a lter observed patterns o f expenditure for the m id-low  incom e groups. Current 
levels o f  expenditu re  would be expected  to decline in response to a drop in price from  100% to zero.
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services directly follows payments and the level of payments can be influenced by the price 

and demand structures governing those services. The measure of vertical inequity in the 

financing space is thus consistent with both an egalitarian (i.e. ability to pay) and a 

libertarian (i.e. willingness to pay) perspective. Since these perspectives are known to 

conflict (see Chapter 2), any measure that can capture both is bound to run into problems of 

interpretation, as observed here.

This indicates that there are limitations to investigating equity in health care financing 

using this methodology in a system that operates on the basis of a mix o f ideological 

principles. However, to date, it has been assumed that in the European context the 

problems in interpreting progressivity in private financing sources are not critical to the 

overall results for equity in these systems. In these countries, most o f the health system is 

considered to be pre-paid (e.g. through general taxation or social insurance) and widely 

accessible. There is therefore an implicit assumption that the equity distribution of 

additional/supplementary expenditures on voluntary insurance or other out-of-pocket goods 

and services is not of major concern for policy makers. Although this is not explicitly 

stated in the literature it can be assumed from the more recent approach adopted for poorer, 

developing country health systems, where out-of-pocket payments play a more central 

financing role. In the developing country context, the complications associated with 

interpreting progressivity results for out-of-pocket expenditure are acknowledged and 

attention has turned to examining the impact of catastrophic health care payments on 

measures o f poverty (e.g. van Doorslaer et al., 2007).

Yet in the context of the Irish health care system, the complex way in which libertarian and 

egalitarian principles are combined in the system has already been identified in Chapter 2. 

It is therefore argued that the complications in interpreting the progressivity results for 

private sources of financing cannot be ignored and two specific factual observations 

support this claim.

First, the growth in voluntary demand for private health insurance from less than 25% in 

the 1970s to over 50% today indicates that this is not a marginal issue despite its small
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proportion  in tiie total resource envelope. G iven that over ha lf o f  the adult population  deem  

it necessary  to  purchase this ‘supplem entary’ insurance it is im portant to pay m ore 

atten tion  to the equity  im plications o f  this source o f finance. A ttitudinal surveys indicate 

that ensuring  access to hospital care and avoiding long w aiting tim es for public care are 

key reasons for obtain ing health  insurance in Ireland (N olan and W iley, 2000, W atson and 

W illiam s, 2001, N olan, 2005). O ther reasons include ensuring good treatm ent, d irect 

consu ltan t care and avoiding large hospital bills (N olan and W iley, 2000). The value o f  

private  health  insurance to such a w ide group in the population supports the conclusion that 

non-paym ent by low er incom e groups is due to reasons o f  un-affordability  and as such, is a 

source o f  inequity  in the system .

Second, as already indicated in C hapter 2, ou t-of-pocket paym ents play a role in financing 

prim ary care in Ireland and data are available to quantify  this. O ut-of-pocket expenditure 

accounts for less than 15% o f  the total health care re.source envelope (average o f 14% since 

1980), yet contribu tes m ore than 35%  o f national expenditure on m edical goods (i.e. 

prescrip tions, non-prescrip tion  m edicines etc.), and over 40%  o f paym ents to G Ps (see 

C hapter 6). T his is a d irect result o f  the entitlem ent structures in the system  w hereby only 

m edical card  holders are elig ib le for free prim ary care funded from  public sources.

T hese facts reinforce the im portance o f understanding the underly ing patterns o f  equity in 

the private sources o f financing in the Irish context to arrive at a true account o f  equity in 

Irish health care financing. T he fo llow ing section considers w ays in w hich to  respond to 

the problem s in using the E C uity  m ethodology to m easure equity  in health financing in the 

context o f  a com plex financing system .
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4.8 What next for measuring equity in private financing?

One possible way forward would be to drop the practice of combining the progressivity 

indices for all sources of financing into one index for total finance and to focus only on the 

weighted indices for public and private sources. This would not solve the problems in 

interpreting private sources but would at least prevent any ‘pollution’ of the results for 

public sources. Yet this assumes there is no interaction between public and private sources 

of finance.

In the Irish health system, this assumption does not hold. Interactions between public and 

private health care in the Irish system cause cross subsidisation effects that alter the 

underlying equity patterns in public sources that are not observed through standard 

analysis.

As outlined in Chapter 3, the public and private health care systems are not independent 

and a large proportion of private health care shares its human and capital resources with the 

public system. The majority of private insurance claims expenditure in the Irish context is 

on hospital care. Where insurance pays for ‘additional’ health care that would not 

otherwise have been provided by the public system (e.g. luxury goods of private 

accommodation; additional consultant care; non-essential procedures etc.), this does not 

relieve the public system of any burden. If these additional services are provided in the 

separate private sector, using separate inputs (e.g. consultant staff), the impact on the 

public system is neutral. If these additional services are provided within the public acute 

sector, there may be a negative impact on capacity within the public system which might 

also draw further resources away from public patients (e.g. consultants devoting more time 

to a small number of patients; more time spent on non-essential or less urgent procedures).

It is therefore an empirical question as to what services private health insurance purchases 

in Ireland. Data are limited but a num ber of facts suggest that these services are primarily 

additional rather than substitutes for public hospital care. Approxim ately half of all 

privately insured hospital care is provided within public hospitals (VHI Healthcare, 2003). 

Utilisation of public hospital care by private patients increased at a faster rate than by
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public  patien ts in 1999 and 2000 (W iley, 2001) supporting an assum ption  that m uch o f 

p rivately  insured health  care is displacing ra ther than freeing up space fo r public patients. 

T he so-called  ‘tw o-tie red ’ system  o f hospital access that w as d iscussed  in C hap ter 3 

ensures that patients w ith private health insurance gain qu icker and often  better access to 

hospital care (W ren, 2003). In addition, private care w ithin the public hospital system  is 

subsid ised  (C om m ission  on Financial M anagem ent and C ontrol S ystem s in the H ealth 

Service, 2003). It is argued that the public hospital system  does not recoup the full 

econom ic cost o f  p roviding care to p rivately  insured patients although it is d ifficu lt to 

m easure this. T his is d iscussed in m ore detail in C hapters 6 and 7.

Financial incentives in the system  are also exam ined  in detail in later chapters. A range o f 

supply side incentives are identified as operating  in favour o f  the treatm ent o f  private 

patients w ithin the public hospital system . T hese incentives provide fu rther ev idence o f  the 

d isp lacem ent effect o f  privately  insured care. A lso, the reasons p rovided  by ind iv iduals for 

purchasing private health  insurance indicate that people believe they are buying  som ething 

additional w ith private health insurance and not sim ply a substitu te for w hat is availab le  in 

the public sector. Thus, the interaction o f egalitarian  and libertarian  values in secondary 

care is even m ore com plicated  in practice than already suggested  by the general structures 

that w ere discussed in C hapter 2.

A nalysing vertical equity  in public and private sources o f  financing  separately  w ould fail to 

see that u ltim ately  som e public health resources are used to subsid ise  privately  insured 

care. Som e o f the general tax and social insurance contribu tions that are pooled  to fund the 

public system  go tow ards subsid ising  the prem ium s paid by the privately  insured (v ia tax 

relief on insurance prem ium s), subsidising the full econom ic cost o f  p rivate  care in public 

hospitals and o ther cross subsidies. The public sources are overall m arg inally  progressive 

and richer individuals con tribu te  m ore as a proportion o f  their incom e. N otw ithstanding  

this, the rationale  for using funds raised from  the w hole population  to subsid ise care for one 

specific group at the w ealthy  end o f the incom e d istribu tion , is questioned.
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A second option is to draw on alternative methods, as the ECuity methodology is not the 

only attempt to measure equity in health care financing in the literature. The W HO has 

developed an index of inequality, the fairness in financial contribution (FFC) index. The 

W HO proposes that the burden of health care payments should be equal across households 

and favours a specific form of vertical equity, that payments should be allocated in 

proportion to ability to pay (M urray et al., 2003). The FFC index is intended to measure the 

extent to which payments depart from proportionality. For each household, a health 

financing contribution is computed, calculated as health expenditure as a proportion of 

ability to pay (disposable income). The FFC index measures the variation of the health 

financing contribution around its mean and ranges from 0 to 1. A value o f 1 indicates that 

everyone pays the same proportion of their ability to pay in health care payments. A lower 

value indicates inequality in payments as a proportion of ability to pay. However, this 

index has been criticised on a number of grounds (W agstaff, 2002b). In particular, the 

index reflects both horizontal and vertical inequity and does not distinguish between the 

two. The index also does not distinguish between progressivity and regressivity. The index 

is constructed such that any deviation from proportionality, whether progressive or 

regressive, leads to a value less than 1. In the context of the above discussion on 

interpreting private payment patterns in an investigation of equity in financing, the FFC 

does not offer any advantage over the ECuity approach.

A third option, and the one that is adopted in this thesis, is to more formally incorporate 

assessment of the inter-linkages between payment and consum ption systems into the 

measurement o f equity in health care financing. Separate analysis o f paym ents (public and 

private) and of consumption patterns is central to the ECuity m ethodological approach. 

This is a deliberate step aimed at making analysis o f a very com plex issue manageable 

within a theoretical framework. It is also consistent with a general assum ption that most 

health systems operate on an egalitarian principle whereby the rules governing the 

financing of health care are separate from those which determine the allocation of those 

resources. As outlined here, many health care systems are financed by a mix of public and 

private resources and the analysis in Chapter 2 illustrated the com plexity with which 

libertarian and egalitarian principles operate in the Irish system.
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The two exercises are described in the literature as analysis of equity in health care finance, 

and equity in health care delivery, respectively. It has since been acknowledged that this 

term inology is “admittedly somewhat confusing, since the distributions of payments and 

utilisation reflect the characteristics o f both the health care financing system and  the health 

care delivery system” (W agstaff, 2002b: 104). The characteristics of the financing system 

can influence the prices faced by different groups in the population, which can in turn 

influence the utilisation of health care services. Similarly, characteristics of the health care 

delivery system (e.g. gatekeeping functions of GPs; supply side incentives) can influence 

health care utilisation patterns and in turn, paym ent patterns (where private payments are 

involved). Thus, the analysis o f equity in the financing space without consideration o f the 

characteristics of the consumption/utilisation space will yield an incomplete assessment of 

equity in the financing system per se, and vice versa. W ith a mix of financing in most 

health care systems, these complications apply to most countries. However, as indicated 

above, they are likely to be more visible in the Irish context because o f the complexity with 

which public and private sources of financing are combined in the financing system.

Thus, there is motivation for developing a framework that incorporates both the financing 

and the delivery elements in the health care system. This would provide a whole systems 

context, taking into account the characteristics that govern the financing and delivery of 

health care. A fiow of funds is suggested as the framework for this whole systems 

approach, within which the flow of health care resources can be traced from individuals to 

public and private financial intermediaries, to health care providers, and from there 

distributed to individuals.

In the Irish context, health care entitlement structures provide valuable information on the 

characteristics of health care financing (i.e. indicating co-paym ent structures etc.) and of 

health care delivery (e.g. eligibility for publicly funded services). In the flow of funds for 

the Irish health care system, the resource flows are analysed through the lens of 

entitlement, grouping individuals according to the different categories of eligibility within 

the public health care system.
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This whole systems approach, analysed from the perspective o f entitlement status, makes a 

number of contributions to the assessment of equity in health care financing. For private 

sources of finance, it allows analysis o f payment patterns in the context of the pricing and 

demand structures that govern those private payments. Horizontal inequities in health care 

delivery can be identified within the context of financing structures. Interactions between 

public and private sources are specifically examined rather than assumed to be 

unimportant.

A central feature of the proposed approach is to focus on the details of the flows of 

resources throughout the whole system and to identify the distribution of resources across 

groups of individuals, categorised by entitlement status. Benchmarks for assessing the 

observed patterns are adopted from the ECuity methodology, whereby payments are 

assessed in terms of vertical equity (i.e. progressivity) and delivery patterns are assessed in 

terms o f horizontal equity (i.e. equal resources for equal need). Rather than generating 

summary indices of these patterns, the emphasis in the flow of funds is on unpicking 

sources of unevenness within those summarised patterns and linking these patterns to 

entitlement structures.

Analysing financing and delivery in together is of course a ‘m essier’ alternative to the 

ECuity approach and would not yield neat summary indices of equity. However, it is clear 

from the above results, and from the discussion on defining equity in Chapter 2, that 

several concepts of equity can be operating at different points and for different individuals 

within the one health system. The object of analysis is therefore complex and m ulti

dimensional. In this context it is inevitable that the analytic results will need to be detailed. 

To attempt to summarise these results into a single measure would risk losing critical and 

policy-relevant information.

The alternative approach is also possibly more valuable in terms of policy implications. 

With the system of entitlements as a central focus, there is more scope for identifying areas 

where health policy makers can make a real change to the health financing system. Income 

tax, indirect tax, and social insurance contributions are all issues that lie outside the remit
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of health policy makers. Adjustments to the implementation o f these paym ent systems are 

beyond the scope o f any health policy. By contrast, the structure of health care entitlements 

is within the remit of the health sector and presents policy makers with real scope for 

making equity-prom oting adjustments.

To dem onstrate the usefulness of this alternative approach, the following chapters develop, 

populate, and analyse a flow of funds framework for the Irish health financing system.

4.9 Summary and conclusions for Chapter 4

The focus o f  this chapter has been on measuring equity in health care financing. W idely 

used methods from the international literature have been applied to update Irish results 

from previous analysis conducted on data from 1987.

Progressivity results for 1999 are consistent with those from 1987 and suggest a marginally 

progressive health care financing system. There are also indications that income tax and 

social insurance contributions have become more progressive since 1999.

However, interpretation of the results for the private resources proved complicated. 

Ultimately the problems stem from analysing equity in one dimension of health care, 

financing, without taking into account the characteristics that govern what is happening in 

the space of health care delivery/utilisation. This problem is not unique to Ireland but may 

be relatively more important in the Irish case.

In the above analysis, information on the pricing and demand structures governing different 

out-of-pocket payment flows helped to explain the observed payment patterns. Other 

options for improving the analysis o f equity in private sources of financing within the 

ECuity methodological approach were discussed and the alternative W HO FFC index was 

also examined.
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A third option for investigating in more detail the patterns of equity in health care financing 

suggests the adoption of a whole systems approach. A flow of funds provides a potentially 

useful framework within which to analyse the complex set of resource flows in the Irish 

health care system. The proposed framework traces health care resource flows in the Irish 

system from individuals to financial intermediaries, to health care providers, and from there 

distributed to individuals, viewed through the lens of health care entitlement status. Chapter 

5 introduces the methodology for developing and populating the fiow of funds framework. 

Chapter 6 outlines and interprets the results from the flow o f funds analysis. Further 

discussion and modelling of policy options for improving equity in the system on the basis 

o f the flow of funds analysis, are presented in Chapter 7.

To conclude, there are problems in interpreting standard measures of equity in health care 

financing because of their inability to distinguish between libertarian and egalitarian 

principles. This chapter argues that these problems cannot be overlooked in the Irish 

context and a more policy relevant approach is suggested by a whole systems approach, to 

be developed in Chapters 5 - 7 .
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Chapter 5 Flow of Funds 

Methods

5.1 Introduction to Chapter 5

Chapter 4 concluded that analysis of equity in health care financing is not straightforward 

and that there are problems in interpreting progressivity results generated by standard 

analytic techniques. Analysis of equity in the space of health care financing is incomplete 

unless account is taken of the characteristics that govern the space o f health care delivery. 

This problem is relevant to all health care systems that have a mix of public and private 

financing but may be particularly visible in the Irish context because of the com plexity of 

the financing mix.

This suggests a whole systems approach for analysing equity in health care financing and a 

flow of funds framework has been proposed. In the Irish system, health care entitlement 

structures provide useful indicators of the financing and delivery systems and entitlem ent 

status is used as the lens through which resource fiows are analysed within the framework. 

Resource flows are traced from individuals, via financial intermediaries and health care 

providers, to individuals, categorised by their health care entitlem ent status.

The em phasis is on tracing detailed resource flows, public and private, through the system. 

This will permit identification of the patterns of payments and resource allocations across 

the entitlement categories, which are to be assessed in terms of standard principles of 

vertical and horizontal equity where appropriate. The framework will also allow 

identification of cross subsidisation patterns, and examination of interactions in public and 

private resources. Together, these details will highlight in more depth the nature o f the 

complexities that operate within the Irish health care financing system and thus a more 

precise definition of the approach is of a complex whole systems approach. Ultimately, the 

investigation of resource flows in the system will generate policy recommendations for 

improving equity and this is a central focus of Chapter 7.
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The purpose of this chapter is to outhne the flow of funds frameworic and to present the 

data and methods used to populate the framework in the Irish context. The following 

chapter presents and analyses the results from the populated framework.

Section 5.2 describes the basic structure of the flow of funds framework. Section 5.3 details 

the main data sources for the analysis. Sections 5.4 to 5.7 describe the methods employed 

to populate the different elements o f the framework with available Irish health care 

resource data and section 5.8 concludes.

5.2 Flow of funds framework

Figure 5.1 presents a summarised picture of the flow of resources in the Irish health care 

system. As outlined in Chapter 3, a mixture of public and private resources is used to 

finance health care in the Irish system. The first column in Figure 5.1 identifies the 

different institutions that manage these resources. The Government raises public revenues 

that are allocated to the public health sector budget. Private health insurance companies 

collect private health insurance premiums. Out-of-pocket expenditure is included in the 

first column in Figure 5.1 to highlight its role as one of the main health care financing 

sources although it is not collected by any one central financial intermediary (i.e. it fiows 

directly from individuals to providers).

Each o f these resources is used to finance health care from health care providers on behalf 

o f individuals in the population. This is illustrated in Figure 5.1 by the fiow of resources 

from the Government, from out-of-pocket payments, and from private health insurance 

companies, to health care providers in the central column. These include public and 

privately owned providers and range from secondary care providers (e.g. hospitals) to 

primary care providers (e.g. GPs, dentists etc.) and other suppliers (e.g. pharmacists etc.). 

The providers are paid to deliver health care services to individuals. The distribution o f the 

value of these services to individuals is traced in Figure 5.1 by the flow o f resources from 

providers in the central column to individuals in the third column. The individuals can be
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categorised  into groups o f  interest. In this analysis, the individuals are grouped by 

entitlem ent status.

T o  com plete  the circle, the final flow o f  interest is from individuals in the third column to 

the  financial intermediaries in the first column. Ultimately all public resources handled by 

the G overnm ent are collected from individuals in the population in the form o f  tax, social 

insurance, and other non-tax revenues. Out-of-pocket expenditure, as already m entioned, is 

paid directly to providers by individuals. Private health insurance p rem ium s are collected 

from the individuals who choose to purchase the insurance. Chapter  4 concentrated on this 

section o f  the flow o f  funds fram ew ork although it did not calculate the m agnitude o f  the 

flows involved. T he analysis focused on the progressivity  o f  the different public and 

private health funds raised from the individuals (ranked by income).
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Figure 5.1 Flow of funds framework for Irish health care system®®

Intermediaries Providers Individuals

Stage IIIStage I Stage II
Medical card

Government 
health care 
resources

Non-covered

Providers 
(Hospital; GPs; 
Dentists etc.)

Out-of-pocket
expenditure

Dual cover

Private health 
insurance Privately insured

Notes;

Arrow  indicates direction o f resource flow. Resource  flows at stage II re fer to the value of health care services provided by health care  providers.

The actual flow  o f funds in the system is not as simple as portrayed in Figure 5.1. There are 

a number o f factors that complicate the resource flow and many o f these have equity 

implications. It is thus important to analyse in detail the separate elements o f the flow o f 

funds framework (i.e. from intermediaries to providers, from providers to individuals etc.) 

to identify and assess these complexities.

The methods required to populate the framework vary from one section o f the resource 

flow to another and are presented separately here. Results for each section are presented 

and discussed separately in Chapter 6.

The public and private insurance sources o f finance are labelled ‘ intermediaries’ in the flow o f funds 
framework. These refer to third party payment arrangements whereby health services are financed by the 
Government or the private insurance companies. Out-of-pocket sources flow directly from individuals to 
providers.
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5.3 Data

5.3.1 Year of data

The flow o f funds framework traces the flow o f total non-capital^^ health resources in the 

Irish system in the year 2004. Unless otherwise stated, all data are converted into 2004 

prices. This is the most up-to-date year for which many of the public sources o f data are 

available, for which there are varying time lags. It is emphasised that although there have 

been large organisational reforms since 2004 (see Chapter 3), the focus of the flow of funds 

analysis is on the financing and health care delivery structures which have remained un

changed since the 1990s’° and were unaffected by the organisational reforms in 2005. 

There are three main sources of non-capital health expenditure in Ireland: public, private 

health insurance, and private out-of-pocket health expenditure by households.

5.3.2 Non-capital resource envelope

5.3.2.1 Public expenditure data

Data are required to track the flow of health care resources from intermediaries to health 

care providers (see M ethods I). These are outlined in Table A.5.1. The primary source for 

public health expenditure data is the Department of Health and Children (DOHC). The 

DOHC publishes an annual breakdown of non-capital public health expenditure by health 

programme. The reorganisation of the management structures of the Irish health care 

system in 2005 led to some changes in the reporting format and adjustments in programme 

definitions. Data for 2004 are available in both the pre and post-2005 programme formats 

from the DOHC. There are a number of advantages attached to using the pre-2005 format 

for the year 2004.

Capital expenditure is captured in a separate list o f  health-related functions but is not included in the 
analytic focus.
™ W ith the excep tion  o f  the introduction o f  the new  G P V isit m edical card. T he im pact o f  this p o licy  change  
is considered  in the d iscu ssion  w here appropriate.
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The pre-2005 format has more detail which facilitates the process o f allocating expenditure 

to health providers and functions. This format also has important linkages with other 

sources of data that are used in this analysis. The DOHC funds a range of services that refer 

to social expenditures which are not within the OECD functional boundary of health. The 

DOHC lists those programmes that do not comply with the OECD definition and for 2004 

these are more easily identifiable in the pre-2005 reporting format.

To supplement the information provided by the programme breakdown, detailed annual 

reports are available for specific public health care programmes. Annual expenditure 

records by the Primary Care Reimbursement Service (PCRS; formerly the General Medical 

Services (Payments) Board) permit greater accuracy in the allocation of public expenditure 

to primary care services. Additional detail is also available in the national budget records 

(Revised Estimates for Public Services) and in annual reports (e.g. National Treatment 

Purchase Fund; Statistical Information on Social Welfare Services).

5.3.2.2 Private expenditure data

The DOHC publishes an estimate of total annual private health insurance expenditure. This 

is based on VHI Healthcare claims expenditure only (DOHC, 2005a). It is also not clear if 

adjustments are made for the VHI financial year which runs from February to February or 

if administration and other costs are included. To generate more accurate estimates, 

expenditures reported directly by the VHI are used. Total claim s incurred, plus operating 

expenses and unexpired risk reserve are calculated for the calendar year 2004. These are 

factored up by the estimated market claims share of VHI to give an estimate for total 

private health insurance expenditure for the market.^' In the com plete resource flow, net 

insurance claims are estimated to equal net insurance premiums (OECD, 2000).

The DOHC publishes annual summary estimates of national private out-of-pocket health 

expenditure. To allocate this to health providers and functions, more detail on out-of- 

pocket expenditure is required. The Household Budget Survey (HBS) provides a detailed

W hile VHI market share in 2004  was almost 80% (VHI Healthcare, 2005), d iscussions on risk equalisation 
in the market indicate that VHI has a higher age profile and is thus expected to have a higher share o f  the 
actual claims expenditure (Layte and Nolan, 2004), estimated here to be 90%.
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breakdow n o f  household  ex p en d itu re /^  A s indicated  in C hapter 4, the m ost recent publicly  

availab le  HBS at m icro-data level is from  1999. H ow ever, the prelim inary  results from  the 

2004  HBS w hich are now in the public dom ain provide sufficient detail on item s o f 

m edical expenditure  that can be assigned to health providers and functions. The 

proportional d istribution across these item s is used to allocate the national estim ate o f  

expend itu re  for 2004.

5.3.3 Allocations of the health resource envelope

D ata are required to inform  the allocation o f  total expenditures across the population  (see 

M ethods II). The benefit incidence technique that is used in M ethods II requires the 

allocation  o f  unit costs to health care u tilisation data. D ata on utilisation o f  G P, in-patient, 

ou t-patien t, dental and optician  services are availab le in the L iving in Ireland Survey (LII). 

T his survey form s the Irish com ponent o f  the E uropean C om m unity  H ousehold  Panel 

Survey. T he first w ave w as conducted  in 1994 and the final eighth w ave, in 2001, is used in 

this analysis. The survey includes detailed individual level inform ation on socio-econom ic 

status, dem ographic characteristics, health care entitlem ent status and health service 

utilisation  patterns. The sam ple size in 2001 included >6,000 individuals. The sam ple is re

w eighted to ensure the data are fully  represen tative o f  the population o f  individuals in 

private households in Ireland^^ (ESRI, 2001).

For o ther public expenditure that is not allocated using benefit incidence analysis, 

additional data are required to  distribute the expenditure. T hese are co llected  from  a range 

o f  sources, outlined in T able A .5.2.

T he analysis in M ethods II also  em ploys need-standard isation  techniques and these use the 

sam e data as in the benefit incidence analysis. A dditional data on need and non-need 

determ inants o f health care expenditure  are draw n from  the 2001 w ave o f  the L iving in 

Ireland Survey.

S ee  Chapter 4 on  equity  in Irish health care financing for a description  o f  the H B S data source.
T he focus on private h ou seh old s is con sistent w ith other national surveys (e .g . the H ousehold  Budget 

Survey).
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5.3.4 Contributions to health resource envelope

Data are required to help identify the ultimate contributions made by entitlem ent groups to 

public and private resources (see M ethods III). Public resources are raised from tax, social 

insurance and other sources of revenue. M icro-data on income tax and social insurance 

contributions are available from the 2004 wave o f the Irish section o f the European Survey 

on Income and Living Conditions (E U -S IL C ) .D a ta  from the 1999 HBS m icro-data set 

are used to generate estimated contributions to indirect tax revenue. M ore detail on these 

sources is provided in M ethods III.

The 1999 HBS m icro-data are also used to estim ate contributions to private health 

insurance premiums. Out-of-pocket expenditure directly benefits those who make the 

payments. Thus, the contributions to out-of-pocket expenditure from the entitlem ent groups 

are equivalent to the allocations of out-of-pocket payments to the groups, and the data are 

described above.

5.4 Methods I -  Sources to providers (and functions)

5.4.1 Introduction to Methods I

Figure 5.2 highlights the section of the flow of funds framework that is the focus of the first 

stage of analysis. The methods for this section outline how to identify the distribution of 

health financing sources across health care providers in the system. Available data on 

individual sources o f health care financing provide some indication o f how they are 

distributed across providers (e.g. DOHC, 2005a; VHI Healthcare, 2005). However, there is 

no one overall source that pulls together a detailed presentation of the health care resource 

envelope from source to provider in one picture. In addition, while the main focus is on the 

distribution by provider, separation of resource flows to specific functions is required for 

this analysis. W ithin the flow of resources to hospital providers, separate analysis o f flows

See Chapter 4 on measuring equity in Irish health care financing for a description o f the EU-SILC data 
source.

- 1 4 6 -



for in-patient and out-patien t care is required. Separate analysis is also required  in the 

resource flow s to dispensing chem ists for p rescrip tion  and non-prescrip tion m edicines.

Figure 5.2 Stage i analysis of flow of funds frameworit

Intermediaries Providers Individuals

S ta g e  IIIS ta g e  I S ta g e  II
M ed ica l c a rd

Government 
health care 
resources

N o n -c o v e re d

Providers 
((Hospital; GPs; 

Dentists etc.)
D ual c o v e r

Private health 
Insurance P riv a te ly  i r ^ u r e d

T he System  o f H ealth A ccounts (SH A ), developed by the O EC D , provides a standardised 

classification  system  allocating  total non-capital health  expenditure by financing source, 

health  provider, and also by health  care function. This has not been prev iously  applied in 

the Irish contex t and provides the best available guidelines for describ ing  the d istribution  o f 

resources in this section o f  the flow  o f funds fram ew ork.

The SH A  is located w ithin the field o f  national health accounting. B efore outlin ing  how  the 

SH A  is em ployed in the Irish context, the follow ing provides background inform ation on 

the orig ins and applications o f  the health  accounting approach.
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5.4.2 National health accounting

5.4.2.1 Background

National health accounts have been compiled in many countries although they are at 

different stages of developm ent and have used varied methodologies (Hjortsberg, 2001). 

The first major national studies of health expenditures were conducted in the 1960s. Many 

countries have received external technical support for the development of their national 

health accounts and an accounting framework supported by the W HO has been introduced 

in over 68 countries worldwide.

Since the 1990s, interest in national health accounts has grown, and it became evident that 

there was need for standardisation of the methodologies used for estimating national health 

expenditures. The definitions of health care activities, and the distinctions between health 

and social care expenditure vary across countries. The OECD developed the SHA to 

provide a set of “comprehensive, internally consistent, and internationally comparable 

accounts” (OECD, 2000: 17, italics in original). Ensuring greater comparability of national 

accounts across different countries was just one objective o f this new approach. With 

advances in medical technology and increases in expectations and demands of the 

population, the complexity of health care systems has been growing over time. Thus, 

another objective was to improve the capacity of health policymakers to monitor complex 

changes in health systems that have been occurring at an increasing rate (OECD, 2000).

The main innovation of the SHA is a new International Classification System for Health 

Accounts (ICHA), with detailed definitions for classifying Health care Financing Agents 

(ICHA-HF), Health care Providers (ICHA-HP) and Health Care Functions (ICHA-HC). 

Traditionally, national health accounts have set out the flow of health care resources from 

the sources of financing (public and private) to the different providers of health care in the 

system yielding two-dimensional tables.

However, one provider may deliver a range of services, some of which correspond more 

closely to the concept (however defined) of health care than others. Focusing on the
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specific health care functions performed by each provider permits clearer delineation of 

their health and non-health care (or health care related) activities. The boundaries of health 

and non-health care can thus be defined in terms of functions. Countries can better align 

their national health accounts with each other, and over time, by identifying the different 

functions performed by providers and including only those that fit within commonly 

defined boundaries of health care (OECD, 2000). The SHA extends the traditional 

fram ework to isolate, and report separately, the different health care functions performed 

by providers (e.g. in-patient care, day-care, out-patient care etc.). The definition of the 

functional boundaries of health and non-health care agreed for the SHA is outlined below.

A second key advantage of the SHA is the close alignment of the classification system with 

other existing national and international classification systems including the System of 

National Accounts (SNA 93). Irish national accounts are prepared by the Central Statistics 

Office using the standard European system ESA 95 (Central Statistics Office, 2006b) 

which is conceptually consistent with SNA 93.’^

Third, the choice of categories within the three dimensions of the ICHA (financing agents, 

providers, and health functions) was based on their relevance and usefulness for health 

policy and reform issues. For example, assessment of the success/otherwise of reforms 

aimed at shifting the balance o f care from one level of care to another is facilitated by 

separately reporting the in-patient and out-patient functions of hospitals.

To test the implementation of the SHA methodology and to demonstrate the value of 

internationally com parable health accounts, the SHA has been piloted in 13 countries. 

These countries include: Australia, Canada, Denmark, Germany, Hungary, Japan, Korea, 

Mexico, the Netherlands, Poland, Spain, Switzerland and Turkey. To date the focus of the 

individual country reports has been on methodological processes in implementing the SHA. 

Results are presented on how, and for what purposes, money is spent in the health systems

H ow ever, health expenditure in the Irish national accounts (and other sectoral expenditure) is presented in 
aggregated format w ith lim ited  detail on the functional breakdow n o f  the expenditure. W ork is underw ay to 
d isaggregate these data further but is yet to b e com pleted . Future analysis o f  health expenditure in the Irish 
context w ill need to triangulate the different ca lcu lations o f  national health expenditure generated by the 
Central S tatistics O ffice  and the Dept, o f  H ealth and C hildren.
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of the participating countries (e.g. Fortin, 2004). The results from these 13 countries have 

been summarised and compared by Orosz and M organ (2004) and this work will be drawn 

on in Chapter 6, providing a useful reference point for comparison with Irish results. The 

SHA has also been applied in non-OECD countries (e.g. Sri Lanka, Bangladesh, Indonesia, 

Malaysia, Mongolia, Nepal, Republic of Korea) (WHO, 2003). The W HO has incorporated 

the ICHA classification system into its guidelines for developing national health accounts 

in lower and middle income countries.

5 .4.22  Objectives and uses

National health accounts present total national health care expenditures, including public 

and private sources of funding, in a framework that permits analysis of the key features of 

the health care resource envelope. This process contributes to policy-making in health care 

by providing important information on the current use of health care resources, percentage 

contributions of different sources of financing, and expenditure trends. Specifically, the 

SHA framework enables policy makers to answer the following types of questions:

W here does the money come from (source of funding)?

Where does the money go to (provider of health care services/goods)?

What kind of services are performed/what kind of goods are purchased (health 

functions)?

In Mexico, recent application of national health accounting revealed that out-of-pocket 

expenditure represented approx. 52% of total health expenditure. The analysis established 

the grounds for an informed reconsideration of the way in which the system is financed 

(M erino-Juarez et al., 2004).

Investigators are often interested in the distributional allocation o f health expenditure (e.g. 

disease groups, age groups, regional divisions). In Spain, total expenditure on health was 

broken down by various categories of disease in order to investigate the distribution of 

expenditure by health status (WHO, 2003). In South Africa, national health accounts were 

prepared on a regional basis (Abt Associaties, 2002). Even if data are not available for all 

aspects o f health care, analysis can focus on the allocation of specific health expenditures
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to investigate implications of particular policies. National health accounts in Rwanda were 

used to analyse the flow of expenditure on HIV/AIDS activities. The findings contributed 

to the design and implementation of expenditure targeting for HIV/AIDS prevention 

activities and care for people living with the disease (Abt Associaties, 2002).

Many studies of the distribution of health care expenditures across population groups of 

interest have applied benefit incidence analysis using micro-data (WHO, 2003). In this 

approach, estimates of total expenditure are based on survey data and are likely to be 

measured with margins of error. Use of national health accounts can improve on this 

approach by providing greater accuracy in expenditure estimates. M icro-data can be used 

to determine the distributions of expenditure, which can then be applied to the totals 

obtained in the national health accounts (W HO, 2003). This approach is adopted in 

Methods II with the allocation of Irish health care resources across the population, 

categorised by entitlement status.

5.4.2.3 Functional boundaries of health care

Defining a common functional boundary of health care is essential to ensuring 

compatibility of health accounts across countries (OECD, 2000). Expenditure included in 

the SHA framework is limited to health care activities that fall within this functionally- 

defined boundary. The concept of health care that underlies the definition of this boundary 

in the SHA framework is as follows:

“Activities of health care in a country comprises the sum of activities performed either by 

institutions or individuals pursuing, through the application of medical, paramedical and 

nursing knowledge and technology, the goals of:

• promoting health and preventing disease;

• curing illness and reducing premature mortality;

• caring for persons affected by chronic illness who require nursing care;

• caring for persons with health-related impairment, disability, and handicaps who 

require nursing care;

• assisting patients to die with dignity;
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• providing and administering public health;

• providing and administering health programmes, health insurance and other funding 

arrangements.” (OECD, 2000: 42)

5.4.3 Application of SHA to Irish data

5.4,3.1 ICHA codes

Public and private expenditures in the Irish health care sector are allocated to the codes 

itemised in the ICHA. There are three separate sets of codes: for health providers (ICHA- 

HP), health functions (IHCA-HC), and health financing agents (ICHA-HF). In each set, the 

codes are organised in a hierarchical structure, from high level single digit categories to 

subsequently more detailed double digit and triple digit categories. For exam ple, HP. 1 

refers to hospitals, and this can be further broken down into expenditure by general 

hospitals (HP. 1.1), mental health and substance abuse hospitals (HP. 1.2), and other 

speciality hospitals (HP. 1.3). The available data do not all fall neatly into the ICHA 

categories and adjustments are required. In each set o f codes, the data are allocated to the 

most detailed level possible in the hierarchy. Allocations at the lower levels should be 

interpreted with caution given the secondary nature of the data.

ICHA-HP identifies primary and secondary producers of health care. Prim ary producers 

comprise hospitals (H P .l) and direct providers of ambulatory care (HP.3) (e.g. offices of 

physicians, offices of dentists). Secondary producers include retailers of m edical goods 

(HP.4), administrators (HP.6), nursing and residential care facilities (HP.2). Providers from 

the rest of the world are also identified.

ICHA-HC includes personal and collective health care services. Personal services are 

allocated directly to individuals and include curative care (H C .l), rehabilitative care 

(HC.2), long-term nursing care (HC.3), medical goods (HC.5) and other ancillary services 

(HC.4). Collective services are provided to the whole population, including prevention and 

public health services (HC.6) and administrative functions (HC.7). Health care functions
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can also be identified in terms o f mode o f production (i.e. in-patient care, day care, out

patient care, home care).

ICHA-HF provides a breakdown o f the public (HF. 1) and private (HF.2) sources o f health 

care financing. Public sources are divided into general government and social security 

contributions. Private sources comprise private insurance, private households (i.e. out-of- 

pocket expenditure), and other private sources (e.g. corporations). Sources from outside the 

economy ( ‘rest o f the world’ ) are also identified in the codes.

5 .4 .3 .2  Allocation of public expenditure to ICHA

For public expenditure, some of the programme items are more easily classified than 

others. Table A .5.3 outlines the allocation of the individual programmes to the ICHA 

codes. The table also identifies the items for which estimates are used to allocate the 

programme items. Public health expenditure is allocated inclusive o f tax reliefs and other 

transfers, and net o f income from private sources.

Tax relief is granted on a range of medical expenses that are not otherwise covered by the 

Government or by private health insurance. Relief is granted at an individual’ s marginal tax 

rate on expenses above an annual threshold o f €125 (or €250 for a fam ily claim). The 

Revenue Commissioners provide an estimate o f the total amount o f medical expenses tax 

relief granted in 2003 (Revenue Commissioners, 2005).’  ̂ This is included under public 

health expenditure (inflated to 2004 prices) in the flow o f funds and allocated to ICHA-HP 

and ICHA-HC codes pro-rata to the allocation of out-of-pocket expenditures.’ ^

Estimating the cost o f tax reliefs is complex, not least because these reliefs are not granted according to a 
standard formula. The estimates used in this analysis are based on the revenue foregone approach, assessing 
the tax liabilities if  the re lief did not exist and if  behaviour did not change. A revenue gain approach, in 
contrast, includes estimates o f behavioural respon.ses to the abolition o f the relief. In the case of medical 
expenses, a reduction or abolition o f the relief might lead to a fall in medical care consumption. Thus, 
estimates can differ between the revenue foregone and the revenue gain approaches. However, there is 
evidence that behaviour is relatively inelastic with respect to this relief. It has been estimated that as much as 
60% o f potential refunds from this relief have not been claimed, and there have been calls for public 
information campaigns to increase its uptake (Dail Eireann, 2006).

Health services that are not eligible for this relief are excluded from the pro-rata allocations (e.g. non
prescription medicines).
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Tax relief is also granted on private health insurance premiums. This relief is provided at 

the standard rate of tax and is deducted at source by the insurance companies. Thus, it 

operates more as a tax credit and is available to all those who purchase private health 

insurance, whether or not the individual is a taxpayer (DOHC, 2005b). An estim ate of total 

tax relief on health insurance premiums (Revenue Commissioners, 2005) is included in 

public expenditure in the flow of funds. The relief is included in public ‘general health 

administration and insurance’ costs (HP.6) although it is noted that it does not strictly fit 

within a standard definition of administrative costs. This highlights one of the drawbacks o f 

assigning a set o f health expenditures to a standardised framework where some of the items 

will not fit as well as others. Other drawbacks are discussed in more detail in Chapter 6.

The Government subsidises the cost o f medicines for individuals who do not hold a 

medical card. The cost of prescription medicines above a monthly threshold (currently €85
78per month ) are reimbursed by the Government under the Drugs Payment Scheme. Under 

the Long Term Illness Scheme, individuals suffering specified illnesses (e.g. diabetes) are 

eligible for free medicines. These subsidies are included under public health expenditure 

and private out-of-pocket expenditure has been allocated net of these refunds.

The public health care system receives income from patients for specific services.’  ̂ This 

includes charges for public in-patient beds (currently €60 per night up to an annual 

maximum of €600***̂ ), self-referred out-patient consultations (€60), maintenance charges for 

private in-patient beds in public hospitals, and other miscellaneous receipts. The charges 

for private in-patient hospital services are estimated to represent the largest proportion of 

this income.*' To ensure consistency in the framework, private expenditure on public

The monthly threshold in 2004 was €78.
Liability for public charges varies across the population in accordance with health care entitlement status, 

outlined in more detail in Chapter 3.
Charges in 2004  were €45 per night up to a maximum o f  €450, and self-referred out-patient consultations 

were €45 for patients without a medical card (Government o f  Ireland, 2003).
In practice, there is evidence o f low  collection rates for public out-patient consultations (Smith, 2007, 

Fitzgerald, 2008, personal communication).
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hospital services*^ is included under private expenditure and deducted from public hospital 

income.

The Dept, o f Social and Family Affairs operates the Treatment Benefit Scheme, funded 

from national social insurance contributions. Eligible individuals*^ are subsidised for the 

cost o f specific dental, optical, and aural services. The resources to fund this scheme are 

not included in the budget o f the DOHC and need to be added to public health care 

expenditure in the flow of funds (plus 10% to account for administration costs). Statistical 

reports from the Dept, of Social and Family Affairs provide details on how the resources 

are to be allocated across the ICHA-HP and ICHA-HC codes (DSFA, 2004).

It is important to point out that apart from the specific eligibility criteria attached to the 

Treatm ent Benefit Scheme, in the Irish system, there is no sense in which social insurance 

contributions are managed differently to general tax revenue resources. For consistency 

with the SHA framework, the allocation of social security resources across providers and 

functions are identified separately from other general public resources. However, as 

emphasised in Chapter 4, social insurance in the Irish context does not operate along the 

same principles as social health insurance schemes in other European countries. In policy 

terms, decisions concerning the size of the public health budget in Ireland are not 

conditional on the level of resources collected through social insurance/health levy 

contributions, and social insurance contributions are pooled with other government 

revenues to fund the health system.

5 ,4 .3 .3  A llocation of p riv a te  ex p e n d itu re  to  ICHA

There are no publicly available detailed data on private health insurance claims 

expenditure. The allocation of total private health insurance claims expenditure across the 

ICHA categories draws on information provided in published annual reports from VHI 

Healthcare (e.g. VHI Healthcare, 2003, 2004, 2005), and from published surveys (e.g.

T h e estim ate o f  private expend iture on pub lic hosp ita ls is derived  from the private data sources. The total 
estim ate is con sisten t w ith D O H C  estim ates o f  public in com e for 2 0 0 4 .

Individuals w ho have m ade required contribution lev e ls  to the Pay R elated S ocia l Insurance (PR SI) 
schem e.
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Amarach Consulting, 2003, Insight Statistical Consulting, 2005). The high level 

categorisations are based on robust published data, and informal discussions with health 

insurance professionals finalised the allocations to the lower, more detailed ICHA 

categories. To avoid double counting, private health insurance expenditure is allocated net 

o f tax relief on private health insurance premiums.

Out-of-pocket expenditures on medical goods and services are itemised in the HBS. 

Descriptions of the expenditure items in the HBS are used to assign each item to the ICHA 

categories. Out-of-pocket expenditure is allocated net of tax reliefs and other refunds (e.g. 

refunds under government drug schemes, refunds from private health insurance 

companies), and net of payments on private health insurance premiums.

The allocation process yields three separate tables which summarize the breakdown of 

health care by provider, function and financing agent. These tables are also com bined into 

two-dimensional tables combining provider and financing source, function and financing 

source, and provider and function.

5.4.4 Health-related and  non health care expenditures

The OECD definition of health care identifies a set of core health activities that are 

included in the SHA analysis. In addition, a range of other activities have overlapping 

functions with health and safety (e.g. food and hygiene monitoring), or are indirectly 

contributing to health (e.g. capital formation). These are not included in the flow of funds 

framework but for sake o f completeness are listed separately as memorandum items.

The Dept, of Health and Children funds a range of services that do not fall within the 

boundary of health care. These have been identified by the DOHC and are deducted from 

the relevant programmes prior to their allocation to the ICHA codes.
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5.4.5 Modifications to ICHA

The OECD emphasises that the SHA framework is a “ work in progress”  (OECD, 2000: 15) 

and recognises that demand for additional detail and other amendments might arise as the 

SHA is applied to different country settings.

First, the ICHA terminology needs to be interpreted with caution. In particular, the 

distinction between hospital (HP. 1) and ambulatory care (HP.3) providers needs to be 

clarified. Typically, ambulatory care refers to care that is provided on an out-patient basis 

which would include the emergency, day case and out-patient activity that is performed by 

Irish hospitals. Thus, it is important to note that providers in the ICHA-HP classification 

are categorised according to their primary function. ‘Hospitals’ in the ICHA-HP are 

defined as pr im arily  engaged in care for in-patient services and may provide out-patient 

services as a secondary activity. Similarly, ‘providers o f ambulatory care’ are defined as 

establishments who are prim arily  engaged in providing health care to out-patients who do 

not require in-patient services.

Second, to facilitate identification of resource flows that are o f particular interest for this 

study, modifications to the ICHA categories are introduced (See Tables A.5.4 - A .5.5).

The ICHA-HP codes do not distinguish between public and private ownership (OECD, 

2000). The public/private dichotomy is an important area o f focus for this research, 

particularly in hospital care. General hospitals (HP. 1.1) are divided into public general 

(HP. 1.1.1) and private general (HP. 1.1.2) hospitals.

The ICHA-HF codes identify resources from central (HF. 1.1.1) and state/local 

governments (HF1.1.2/HF.1.1.3). In the Irish context, central government resources are 

generated from tax and non tax revenue. These different sources o f revenue are not 

identified in the ICHA-HF classification yet their identification is important. For the 

purposes of this study, HF. 1.1.1 has been subdivided into income tax (HF. 1.1.1.1), 

consumption tax (HF. 1.1.1.2) and other sources (HF. 1.1.1.3).
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A large proportion o f privately insured hospital care takes place within public hospitals. 

Payments by private health insurance companies are made to consultants for treatment of 

private patients within public hospitals. In other countries these payments would all be 

made directly to the hospital (i.e. not direct payments to consultants). To explicitly identify 

these payments, a separate category is introduced: HP.3.1 (offices of physicians) is divided 

into HP.3.1.1 (general practitioners) and HP.3.1.2 (other physicians, e.g. consultant 

specialists). It is noted that these payments reimburse a mix of private in-patient and day 

care provided by consultants within hospitals. As such they do not strictly fit within the 

category of ambulatory care (HP.3) but do fit with the emphasis on the independence o f the 

practice of physicians in the definition of HP.3.1. The separate category is outlined in the 

first stage of the flow of funds to highlight the magnitude of the direct payments to 

consultants, but for the rest of the analysis the payments are included under hospitals 

(H P.l).

5.4.6 Blank ce lls

Blank cells in the financing tables need to be interpreted with caution. A blank cell does 

not automatically imply zero expenditure on that item. The ICHA-HP codes include 

categories for occupational health care (HP.7.1) (e.g. surveillance of employee health and 

therapeutic care on or off business premises) and household production of health care 

(HP.7.2) (e.g. care for the sick, infirm, or old people by family members). Data on these 

expenditures are limited^"* and zero entries for these items imply missing data rather than 

zero expenditure. Other data limitations are noted in the results where necessary.

The DOHC reports an annual estimate o f  non-household private health expenditure (excluding private 
health insurance claim s), which could capture some o f the occupational health care. H owever, this is based on 
a flat percentage o f  net current expenditure and there is no detail available on how it is allocated across health 
care providers or health care functions.
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5.5 Methods II -  Providers (and sources)  to individuals

5.5.1 Introduction to Methods II

Stage II o f  the analysis investigates the d istribu tion  o f health care resources across the 

population , categorised  by en titlem ent status and  this requires ex tension  o f the analytic 

focus o f  the standard SH A  fram ew ork.

Specifically , the m ethodology in this section traces the value o f health  care delivered  by 

providers (and functions) to individuals, highlighted in the shaded section o f  F igure 5.3. 

T he arrow s from  the interm ediaries (including  out-of-pocket expenditure) are also 

h igh ligh ted  as the analysis w ill be able to separately identify  the flow  o f public ly  funded 

and privately  funded health  care to  individuals. W hile the prim ary focus is on the 

breakdow n o f d istributional allocations by provider, som e o f the allocations are further 

sub-divided by function. A llocations o f  hospital expenditure  are sub-categorised by health 

care function into in-patient and out-patient care. A llocations o f  expenditure  on d ispensing 

chem ists are divided into prescrip tion  and non-prescrip tion  m edicines.

Figure 5.3 Stage II analysis of flow of funds framework

I In term ediaries P r o v id e r s ^ J Individuals

Stage IIIStage IIStage I
Medical card

G overnm ent 
health  care  
re so u rces

Non-covered

Providers 
(Hospital; G P s; 

D en tists  etc.)
Dual cover

Private health 
in su rance Privately Insured
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5.5.2 Benefit incidence analysis

A large proportion of the health care resource envelope can be allocated across the 

population using Benefit Incidence Analysis (BIA). The background to this technique is 

introduced, followed by an outline of how it is to meet the objectives of stage II of the flow 

of funds.

5.5.2.1 Background to BIA

The technique of BIA is drawn from the broader literature on the complex problem of 

assessing the distribution of publicly provided goods. For a good traded in the market, the 

price can be taken as a reflection of its value and provides a useful indication o f the 

distribution of the benefits o f the good across the population. By contrast, a publicly 

provided good (e.g. health care) is usually rationed and the price (if any) charged to 

individuals (e.g. a co-paym ent) does not reflect its full value (Castro-Leal et al., 2000).

This challenge has been taken up in two different approaches aimed at measuring the 

distribution of benefits of government subsidised goods. The first approach argues that a 

publicly provided good should be evaluated in terms of the individual’s own valuation of 

the good, and focuses on measuring individual preferences for the goods in question. This 

is known as the behavioural approach and was developed by Aaron and M cGuire (1970; 

cited in Demery, 2003). The second approach, BIA, assumes that the benefit that 

individuals receive from the public good is equal to the cost of providing that good (Nolan, 

1991, Demery, 2003).*^ BIA estimates the monetary cost of providing the good and 

combines this with information on utilisation to examine how that monetary cost is 

distributed across the population (Castro-Leal et al., 2000). The recipient population is 

usually ranked by an indicator of economic status (e.g. income, wealth, consumption) but 

alternative categorisations may also be important for policy purposes (e.g. sex, region, age 

etc.) (Castro-Leal et al., 2000, O'Donnell et al., 2007).

It is reasonable to assume that the Government aims to minimise cost and provides public services at a 
level where benefits equal costs.
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The focus of this research is on the flow o f health care resources through the health system 

and on identifying who benefits from health expenditure, rather than on assessing how the 

recipients value the services received. This is similar to previous analyses o f this nature for 

Ireland (e.g. Nolan, 1991). Thus, of the two approaches, BIA is more appropriate to meet 

these objectives.

BIA has been applied in a number o f countries, particularly in developing countries. A 

common objective of these studies is to determine the extent to which public expenditure is 

effectively targeting the poor. In an investigation of BIA in a range of African countries 

(e.g. Cote d ’Ivoire, Ghana, South Africa, Tanzania), Castro-Leal et al. (2000) found that 

most curative health subsidies in these countries are not targeted to the poorest. The main 

focus here is on the distribution of health expenditure across the population categorised in 

terms of health care entitlement status, rather than income. This is consistent with examples 

from the literature where categorisations other than income have been the focus of 

attention. Other studies have examined the distribution o f health expenditure by sex (e.g. in 

Ghana, Demery, 2003), age (e.g. in the Netherlands, Polder, 2001 cited in WHO, 2003) and 

by health status (e.g. in Spain, Gisbert et al., 1997 cited in WHO, 2003).

As outlined earlier, there is an increasing trend for BIA studies to be set within the 

framework of national health accounts. A study o f equity in health care financing in Egypt 

examined the distribution of resources within the context of the available set of national 

health accounts (Rannan-Eliya et al., 2000). The ICHA framework can also guide the 

choice on what types of distributions to analyse. If the policy focus is on health functions, 

the analysis can be organised around the ICHA-HF codes. Alternatively, if policy makers 

want to know how services of different providers are distributed across the population, the 

analysis can focus on the ICHA-HP codes.

BIA has been previously applied in Ireland, although so far not within the framework of a 

formal set of national health accounts. Early analysis by the National Economic and Social 

Council (NESC)*^ examined the redistributive effect of public expenditure on social

N ow  forms part o f  the National Economic & Social Developm ent Office.
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services, of which health care was the largest component (NESC, 1988). Household Budget 

Survey data from 1973 and 1980 were analysed to compare the distribution of public 

expenditure over the two years. Utilisation data were not available and thus these were not 

benefit incidence analyses in the strict definition.

The 1987 ESRI Survey on Income Distribution, Poverty and Usage of State Services 

allowed more detailed investigation of the distribution of public health expenditure, using 

the standard BIA approach (Nolan, 1991). Utilisation data were available for GP visits and 

other primary care visits, prescriptions, and hospital services. Expenditure on these services 

amounted to 59% of total net non-capital public health expenditure. Using these data, 

Nolan examined the distribution of public health expenditure by age, sex, endtlem ent, and 

income. Results showed that expenditure on public hospitals was concentrated at the 

middle and bottom of the income*^ distribution. The degree of concentration at the bottom 

of the distribution was greater than that found in the previous exercise reported by the 

NESC (1988).

The most recent use of benefit incidence techniques in the Irish setting was by Layte and 

Nolan (2004) although their interest was not in the distribution of health expenditure. 

Rather their objecdve was to investigate equity in the delivery of health care services. In 

this context, BIA was used as a tool to generate a measure of total health care utilisation for 

each individual in the analysis. For each health care service (e.g. GP visit, out-patient visit, 

in-patient night etc.), a unit cost was estimated. For each individual, total health service 

utilisation was measured by summing the total utilisation of each service, weighted by their 

respective unit costs. The unit costs were summary indices calculated from aggregated 

expenditure, including public and private resources. The only factor allowed to vary across 

individuals was health care utilisadon; the same unit costs were applied to the whole 

sample. Analysis o f utilisation (either raw or multiplied by aggregate level unit costs), 

gives no indication o f variations in health care payments made (public or private) across 

individuals or groups (O ’Donnell et al., 2007). Thus, the unit costs provided by Layte and 

Nolan (2004), although based on more recent data than in previous work, would not be

E quiva lised , d isp osab le  incom e.
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expected to provide an accurate picture o f the distribution o f health care expenditure. More 

detailed unit costs are required for the analysis in this study.

5.5.2.2 Application of BIA

The standard B IA  methodology is outlined here for public health expenditure, as described 

by O’Donnell et al. (2007). In the first step, unit costs are calculated. For each service (e.g. 

GP care), aggregate public expenditure is divided by the weighted sum of utilisation for 

that service from utilisation survey data. The weights are the expansion factors that indicate 

how many individuals in the national population are represented by each sample 

observation in the survey.

In the second step, the service-specific subsidy for each individual in the survey is 

calculated (Sk, in equation (5.1)). The unit cost o f the service is multiplied by the 

individual’ s utilisation of that service, deducting any out-of-pocket payment made by the 

individual.***

(5.1) Ski = qkiCkj " fki

where qki indicates the quantity o f service k utilised by individual i; Ckj represents the unit 

cost o f providing k in region j  where i resides; and fki represents the amount paid for k by i.

This step is repeated for each o f the health services for which utilisation data are available. 

The total public subsidy (Si) received by each individual is given by equation (5.2) which 

describes the summation o f the service-specific subsidies for each individual.

(5.2) Si = ak(qkiCkj - fki)
k

where ak are scaling factors that standardise utilisation recall periods across services.

** Note thal for each service k, summing the subsidy s across individuals i and applying the population
expansion weights arrives back at the total (net) public health expenditure on k.
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This methodology is applied, with some modifications, to a large proportion of the non

capital health expenditure allocated to SHA codes in M ethods I. As outlined in section 

5.3.3, utilisation data are available for GP, in-patient, out-patient, dental, and optician 

services from the 2001 wave of the Living in Ireland Survey. Resources linked to 

utilisation of these services are included in this part of the analysis. The following 

modifications ensure that the information contained in the available data is exploited as 

fully as possible.

First, the methodology is applied separately to public and to private sources of non-capital 

health expenditure. Typically, BIA is applied only to public expenditure. Yet the focus of 

this research is on the total flow o f health care resources and the distribution of private 

resources across individuals is of equal interest.

Second, total public and private expenditures are disaggregated by provider (as per the 

ICHA-HP) but before unit costs are calculated, public expenditure needs to be 

disaggregated further. A large proportion of public expenditure (e.g. the majority o f GP 

expenditure) is earmarked and is only available for specific entitlement groups. For public 

expenditure on a specific service, a range of unit costs can be calculated by identifying 

which funds are available for which groups in the population. For example, a unit cost is 

calculated for public GP expenditure on medical card holders (i.e. only utilisation by 

medical card holders is included in the denominator), and a separate unit cost is calculated 

for public GP expenditure that is available for non medical card holders. This is sim ilar to 

the approach taken by Nolan (1991), and because of the level of information available in 

the flow of funds, provides a much more detailed range o f unit costs than previously used. 

In this analysis, j in equations (5.1) and (5.2) refers to entitlem ent category rather than to
89region.

Third, health care payment data are not available in the Living in Ireland Survey and the 

deduction of user fees (i.e. fki) from the public subsidy needs to be estimated. The simplest 

method is to divide aggregate user fee revenue by an estim ate of total utilisation and assign

Data on regional a lloca tion s o f  public and private health expenditure in Ireland are lim ited .
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the resulting  average paym ent to all users (O 'D onnell et al., 2007). In Ireland, paym ent of 

u ser fees is de term ined  by health  care en titlem ent status. T he sim ple m ethod can therefore 

be refined by  d iv id ing  user fees for specific services by u tilisation  only o f  the en titlem ent 

categories liable for those paym ents.

Fourth, utilisation data  are all available for the sam e reporting  period (12 m onths) and a  is 

equal to 1 in equation (5.2).

5.5.3 Other allocations

B enefit incidence analysis is not exhaustive and can only  be undertaken for the part o f 

expenditure  that can be assigned to individuals on the basis o f  their use o f  the service 

(D em ery, 2003). In m any cases public health  expenditure is non-rival (e.g. health 

prom otion activ ities) and cannot be readily assigned to  individuals. H ow ever, there are 

o ther data that can be used to estim ate the d istribution  o f  the rem aining expenditure  based 

on broad allocation princip les and a detailed understanding  o f the entitlem ent structures. 

A lthough individual level allocations are not possible, grouped level allocations are. The 

fo llow ing gives selected  exam ples to illustrate the approach taken to allocate the rem aining 

non-B IA  resources to  en titlem ent groups.

Public expenditure  on long-stay  providers is allocated  to the tw o m edical card groups based 

on the observation that the m ajority  o f  individuals in extended care facilities are aged 70+ 

(D O H C, 2005a). By 2004, all individuals in this age group w ere elig ib le fo r a m edical card. 

It is estim ated that this expenditure  is largely spent on those w ho hold a m edical card. Age 

profiles o f  the  en titlem ent groups are used to apportion  this expenditure  betw een those who 

hold only a m edical card, and those w ho hold both a m edical card and private health 

insurance.

Public expenditure  on the childhood im m unisation  schem e is availab le to all children 

regardless o f  en titlem ent status. The schem e provides im m unisations in the first 4 years of
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life. The expenditure is allocated across all entitlement groups, based on estimates of the 

proportion o f 0-4 year olds in each group.

Public expenditure on domiciliary maternity services is available to all women regardless 

of entitlement status. However, only women of reproductive age will avail of the services. 

The expenditure is allocated across all groups, based on estimates of the proportion o f 15- 

44 year olds in each group, where 15-44 approximates the average reproductive age period.

Data are available on the medical card and age profile of individuals with physical and 

sensory disabilities who use therapeutic intervention and rehabilitation services. D isability 

expenditure can be allocated to the four entitlement groups on the basis of population 

proportions that have been adjusted using the age and medical card status o f these service 

users.

Drawing on the supplementary data sources outlined in Table A.5.2, a large proportion of 

the balance of expenditure that is not allocated under BIA is distributed across the health 

care entitlement groups using approximations that are sim ilar to the examples presented 

here.

5.5.4 Total allocations

The individual allocations based on the benefit incidence analysis can be aggregated by 

entitlement group, and added to the allocations based on the grouped level analysis. This 

yields an estimated distribution of public and total private health expenditure by health care 

entitlement category in Ireland for the year 2004 (see section 5.7 on data samples).

5.5.5 Data limitations and sensitivity analysis

There a number of limitations to the data used in this analysis and a range of estimates have 

been made, with varying degrees of importance for the ultimate patterns of expenditure 

across the groups of interest. The most important limitations are listed here.
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W ith in  the BIA  analysis, allocations are based on adu lt utilisation only. T he L iving in 

Ireland S urvey includes inform ation on ind iv iduals aged 16+. The recently  established 

national longitudinal study  on children will provide a valuab le  resource for future analysis 

(G row ing  up in Ireland, 2008).

A lso  w ithin this analysis, the L iving in Ireland Survey does not include prescription 

m edicines u tilisation. P rev ious analysis relied on the ESR I Survey from  1987 to estim ate 

p rescrip tions u tilisation  (e.g. Layte and N olan, 2004). An alternative approach has been 

adopted here. C ost da ta  (available by age and sex) provided by the Prim ary Care 

R eim bursem ent S erv ice are com bined  w ith G P utilisation  data  to estim ate the d istribution 

o f  expenditure  on m edicines.

U tilisation data in the L iving in Ireland Survey do  not m ake any  distinction  betw een public 

and private care, causing  problem s for BIA as the utilisation  denom inators for allocating 

public and private expend itu re  are likely to be biased. T his problem  prim arily  relates to 

hospital care. In prim ary  care, all G Ps are private  p ractitioners and the m ajority  o f  dental 

and optician  serv ices are delivered  in the private  sector (even if funded from  public 

resources). W ith regard to  hospital care, it is estim ated  that approxim ately  h a lf o f  the bed 

capacity  used by p rivately  insured patients takes place w ith in  the public hospital system 

(V H I H ealthcare, 2003). U sing this as a guideline, in -patien t utilisation  for the two 

en titlem ent groups w ith private insurance (dual cover and privately  insured) is split into 

public and private u tilisa tion  in the ratio 50/50. A lthough this is artificial at an individual 

level, at the aggregate level o f  en titlem ent this m ethod ensures m ore realistic  d istribution  o f 

public and private in -patien t resources by  en titlem ent group.

Sensitiv ity  analysis can exam ine the im pact on the resource allocations o f  im posing 

alternative ratios for the split betw een public and private in -patien t u tilisation. D ata from  

the Irish com ponent o f  the 2004 w ave o f  the E U -SIL C  are used to adjust the public/private 

split for in-patient u tilisa tion  for each en titlem ent group.
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5.5.6 Need-standardisation

5.5.6.1 Linear standardisation

The analysis outlined in Methods II can be extended to investigate horizontal equity (i.e. 

equal treatment for equal need) in the distribution of resources across the population. 

Inequality in health care resources/utilisation across individuals can be related to variations 

in health care needs and does not necessarily indicate inequity. To investigate horizontal 

inequity in health care resource allocation/utilisation, methods are applied to control for 

need, and any remaining inequality in the variable o f interest across individuals is 

interpreted as inequitable.

As outlined in Chapter 4, the ECuity project has adopted methods o f indirect need- 

standardisation to measure horizontal equity in health care delivery.'^^ A  need-standardised 

distribution of health care resources/utilisation by income gives the distribution after health 

care need has been statistically equalised across individuals. A concentration index 

generated from a need-standardised distribution provides a measure of horizontal equity. A 

number o f studies have adopted these techniques (see Chapter 4) with health need proxied 

by age, sex, and measures of health status (O'Donnell et al., 2007).

The focus o f this section is to estimate need-standardised distributions o f health care 

expenditure not just by income (for comparison with other research), but also by 

entitlement status (i.e. the distribution of interest in this study).

The following outlines the indirect method o f need-standardisation as described in the 

ECuity literature. The variable o f interest yi (e.g. health utilisation, health expenditure), is 

estimated from a linear regression equation (5.3);

(5.3) yi = a + pininci -i- ^YkXk.i -i- I8pZp,i -i- 8i

^  In practice, the investigation o f the horizontal equity principle in health resource/utilisation distribution 
requires assumption that the principle o f vertical equity holds (i.e. that people o f unequal need are treated 
appropriately unequally) (O'Donnell et al., 2007).
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The explanatory variables include the log of income (Ininci) o f individual i, a set of k health 

need related variables (X^), and a set of p non-need related variables (Zp). The parameters 

a, p, Y, 5 are estimated from the equation using linear regression methods and 8j denotes the 

error term.

The y regression coefficients from equation (5.3) show the average relationship between 

the need indicators and the y variable of interest. The need-expected values of yj (yi*) can 

be generated using equation (5.4). The need-expected value o f yj indicates the expected 

value o f y for individual i on the basis of his/her need characteristics alone, with all other 

characteristics held constant at their sample mean.

Equation (5,4) com bines the estimated parameters from equation (5.3), with the actual 

values o f the need variables (Xk) and the sample mean values o f the income and non-need 

variables (Ininc"’, Z"'):

A A A  A A

(5.4) = a  + pininc™ + ^YkXk.i +

Estimates of the need-standardised values of y (yj’’) are obtained as the difference between 

the actual (from equation (5.3)) and expected values (from equation (5.4)), plus the sample 

mean (y™), as outlined in equation (5.5):

(5.5) yî  = yi - y i ''+ y"’

Need-standardised concentration indices are obtained by calculating the concentration 

index in the same way as was outlined in Chapter 4 (equation (4.3)) but using the 

standardised yi* rather than the un-standardised variable.
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5.5.6.2 Non-linear standardisation

An important concern with the above approach is the reliance on the linear regression 

model. As outlined by Pohlm eier and Ulrich (1995), there are two key factors in health care 

demand that point to the need for non-linear modelling. First, demand for health care is 

often characterised as a two stage decision making process, involving an initial contact 

decision (whether or not to seek care) and a subsequent decision on how much care is to be 

delivered.^’ It is assumed that the first (contact) decision is taken by the patient and is 

generated independently from the second decision (e.g. number of visits) which is expected 

to be led by the relevant medical professional. The second factor highlighting the need for 

non-linear modelling in health care concerns the nature of the dependent variable. Health 

care utilisation and expenditure data are typically skewed with a large proportion of zero 

values (i.e. censoring at zero) making ordinary least squares estim ation biased and 

inefficient (Buntin and Zaslavsky, 2004).

Non-linearity makes the measurement of horizontal inequity more complex. However, it 

has been demonstrated that concentration indices for standardised health care utilisation are 

relatively insensitive to whether linear or non-linear model specifications were used in the 

standardisation process (van Doorslaer et al., 2000, van Doorslaer and Masseria, 2004, 

O'Donnell et al., 2007). On the basis of this evidence, other studies on horizontal inequity 

in health care have relied only on linear models (e.g. Layte and Nolan, 2004, Layte, 2007).

Yet for this analysis, the ultimate focus is on the distribution by entitlem ent categories 

rather than by income. Although model specification has been found to have limited 

influence on the need-standardisation results for concentration indices (based on the 

continuous income distribution), this cannot be assumed in the case o f need-standardised 

results categorised by discrete entitlement groups. Thus, it is necessary to apply non-linear 

methods for need-standardisation in this analysis where appropriate. The dependent 

variables of interest include total expenditure, in-patient, out-patient, and GP expenditure.

For non-em ergency cases at least. In the case o f em ergencies (e.g. heart attack, car crash etc.) there is 
assumed to be little/no scope for decisions on whether/where to seek medical attention.
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C ensoring  is not observed  fo r total expenditure  and the linear specification is appropriate, 

w hile non-linear approaches are required  for in-patient, out-patient, and G P expenditure.

T he non-linear version  o f the above need-standard isation  process is as follow s. The general 

function  form  (G) o f  the non-linear m odel can be w ritten as:

(5.6) yi = G (a  -l- p in in q  + ^YkXk.i +  I5pZp,i) -H ej

As in the linear m odel (see equation  (5.4)), need-expected values o f the dependent variable 

are pred icted  on the basis o f  the actual values o f  the need variables (Xk) and the sam ple 

m ean values o f  the incom e and non-need variables (Ininc™, Z"'). In the linear m odel the 

effects o f the non-need  variables are neutralised  w hen they are set equal to their m eans but 

in the non-linear m odel results are sensitive to  the values o f  the non-need variables that are 

selected (the m ean value is com m only  used in the literature).

T he need-standard ised  value o f  y-, is calculated  as:

(5.7)

A A A  A A p A A  A A

yi' = yi -  G (a  -l- pininc"" -f- ^YkXk.i -(- Z^pZp'”) -i- l /n |;G ( a  + pininc"" + ^YkXk.i + Z5pZp"")

As in the linear approach , the  need-standard ised  values, yi'’ are obtained as the difference 

betw een the actual and need-pred icted  values o f  yi. A s indicated  in equation (5.7), in the 

non-linear case the m ean o f the prediction  is added ra ther than the m ean o f  the actual 

variable.

The choice o f  non-linear specification  (i.e. in equation  (5.6)), for this analysis is based on 

assessm ent o f  the characteristics o f  the data, the nature o f  the health  care decision m aking 

process, and the approach adopted  in the relevant literature. T o  respond to the problem s o f 

censoring in the data, the T ob it and the H eckm an sam ple selection m odels are possib le 

alternatives (D uan et al., 1983). H ow ever, the T ob it m odel assum es that the probability  o f
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positive health expenditure, and the level of positive expenditure, are both based on the 

same model with the same coefficients (Duan et al., 1983, Cameron and Trivedi, 2005). 

This is not consistent with the assumption of two separate decision processes whereby the 

factors determ ining the decision to seek care can vary from the factors governing the 

amount o f care that is delivered. The sample selection model allows the two decisions to 

have different coefficients but is rejected on the basis that it would not accurately measure 

selection (i.e. probability o f positive expenditure). This is because zero observations 

include two types of non-expenditure: non-spending by individuals who are healthy and do 

not need health care, and non-spending by those who are ill but do not seek health care 

(e.g. due to un-affordability).

A third alternative is provided by the two part model (Cragg, 1971), and this is adopted 

here. The two part model separately estimates the two stages of the health care demand 

decision (i.e. contact and level). This is intuitively consistent with the features of the health 

care demand decision. First, an independent variable may have a different effect on the 

decision to seek care from its effect on the level o f health care received. The two part 

model allows for this differential effect. Second, decisions at the second stage in the model 

are likely to be driven by supply side factors that are not relevant for inclusion in the initial 

patient level decision on whether or not to seek care (and vice versa). The model allows for 

different independent variables to be included in the different stages of the model.

In the literature on measuring horizontal equity in health care delivery, the comparisons of 

non linear versus linear estimations of concentration indices have used the two part model 

as the non linear specification (e.g. van Doorslaer et al., 2000, van Doorslaer and Masseria, 

2004, van Doorslaer et al., 2004). The adoption of the two part model in this analysis is 

consistent with the relevant literature and allows comparability with these other studies.

The choice o f the two part model is also influenced by the objective o f  analysis which is to predict values 
o f  health expenditure based on health need (controlling for other coefficients at their mean values) as in 
equation (5.4), and from there to obtain estimates o f  need-standardised health expenditure. The two part 
model has been proposed as an attractive option where the primary objective is to predict actual responses 
rather than to interpret the individual regression coefficients (StataCorp, 2005).
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The two part model was first applied to health expenditure by Duan et al. (1983) in the 

analysis of data from the Rand Health Insurance study. The functional forms for the two 

stages of the two part model are adopted from their approach. The first stage uses a probit 

to estimate the probability of positive expenditure. At the second stage, the level of positive 

expenditure is estimated using linear regression on the log of positive health expenditure. 

The log-transformation responds to the skewed nature of the positive expenditure values.

The two stages are outlined in detail here. In the first stage of the model, y\ is a limited 

dependent variable taking the value of 1 for positive expenditure, and zero otherwise. 

Equation (5.8) is estimated as a probit model where G is the cumulative distributive 

function of the standard normal distribution.

(5.8) Pr(yi > 0) = G(a + pininCi + ^YkXk.i + Z5pZp,i)+ e,

The second stage is modelled as a linear model on the log of (positive) health expenditure:

(5.9) In(yi) = a + pininCi + XYkXk.i + I5pZp,i + Ei for all y, > 0

It is assumed that a patient’s decision to contact the medical sector is generated 

independently from the decision on the successive utilisation of health services. This 

independence allows the log-likelihood for the total two part model to be calculated as the 

sum of the log-likelihoods from each stage (van Ourti, 2004b). Need-predicted values for 

the two part model are calculated as the product of the need-predicted values from each 

stage of the model.

5.5.6.3 Application of indirect standardisation

As indicated, the main focus of interest in the international literature on need- 

standardisation in health care has been on the distribution of health utilisation/expenditure 

by income. This analysis employs the same indirect standardisation methods to a different

”  The predicted values from the log-normal model are re-transformed to give predicted values for yi rather 
than Inyj (Cameron and Trivedi, 2005).
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end. Need-predicted and need-standardised values of the dependent variable generated 

from the indirect standardisation process are analysed in their distribution by entitlement 

status. To facilitate com parison with other research in the area, the distribution by income 

(and related concentration analysis) is also examined.

The allocations of expenditure to individuals in the Living in Ireland Survey using BIA in 

M ethods II provide the data for need-standardisation.^“* There are four separate dependent 

variables to be modelled: total health expenditure, in-patient, out-patient, and GP 

expenditure.

Total health expenditure has a highly skewed distribution, with only a small proportion of 

zero values. To correct for non-normality, the dependent variable of total health 

expenditure is log-transformed. One part linear regression is appropriate because of the 

absence of censoring in the data.

Need-standardisation is conducted separately for the dependent variables of in-patient, out

patient, and GP expenditure in order to focus on the sources o f expenditure which directly 

relate to the utilisation data available in the Living in Ireland Survey. This facilitates 

comparison o f results with other research using the same data. The distributions of in

patient, out-patient, and GP expenditure have high proportions of zero values and skewed 

positive values and are thus estimated using the two part model. For comparison, these 

dependent variables are also estim ated using one part linear regression.

The independent variables are selected in line with other Irish studies in this area (e.g. 

Layte and Nolan, 2004, Nolan and Nolan, 2004a, van Doorslaer and M asseria, 2004). 

Health need is proxied by age, sex, and three measures of health status (self-assessed 

health; presence o f chronic, physical or mental health problem, illness or disability; and 

functional limitations due to illness/injury). Self-reported indicators o f ill-health can vary 

by socio-economic status.^^ It is acknowledged in the literature that self-assessed ‘bad’

Data sam ple 3, see below  for m ore exp lanation  o f the d ifferent data sam ples.
In C hapter 3, the d istribu tion  o f  ill-health  by en titlem ent varies by m easure o f  health status in Figure 3.11.
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health for poorer individuals may not reflect the same health status as those with ‘bad’ 

health in a higher income group (Layte, 2007). In the Living in Ireland and EU-SILC (Irish 

com ponent) datasets, individuals in lower income groups have lower self-assessed health 

than higher income groups, for both those with and without a chronic illness (ESRI 2001, 

Central Statistics Office, 2004). The use of multiple health measures in this analysis 

provides a more com prehensive measure of health status and ensures greater accuracy in 

the standardisation of health need. Non-need factors include the log of income (net, 

equivalised®^), employment status, education status, location (Dublin vs. outside Dublin) 

and entitlem ent status.

Standard one part linear models for total health expenditure (logged), in-patient, out-patient 

and GP expenditure are specified according to equation (5.3). Need-predicted values are 

generated using equation (5.4), holding all non-need values at their sample means. The 

need-standardised values are calculated according to equation (5.5). The actual, need- 

predicted and need-standardised values of health expenditure are analysed according to 

their distribution by income and by entitlement status. Concentration indices are calculated 

for the un-standardised and standardised health expenditure variables.

The two part models for in-patient, out-patient and GP expenditure are specified by 

equations (5.8) and (5.9). Although it is possible to include different independent variables 

in each part of the model, the same set is included in each in this analysis. The available 

independent variables in the data have intuitive links with each part of the expenditure 

decision process. The actual, need-predicted, and need-standardised values are analysed 

according to their distribution by income and entitlement. Concentration indices are

T he eq u iva len ce  sca le  is adopted from  Irish poverty an alysis literature w here additional adults are w eighted  
by 0 .6 6  and each ch ild  is w eigh ted  by 0 .3 3  (W helan  et al., 2 0 0 3 ) . T h is d iffers from the eq u iva len ce  sca le  used  
in the m easurem ent o f  p rogressiv ity  in health care paym ents in Chapter 4 . T he em p hasis in C hapter 4  w as on  
rep licating the sp ec ific  m eth od o logy  applied  in earlier an alysis o f  progressiv ity . W ithin  the E C uity research  
program m e, different eq u iva len ce  sc a les have been  applied in the an alysis o f  equ ity  in the financing and 
d elivery  spaces. For direct relevan ce to the Irish context, and for con sisten cy  w ithin  the flo w  o f  funds, the 
eq u iva len ce  sca le  m ost appropriate to an alysis o f  Irish data is se lected  and applied at all stages in the resource  
flo w  (w here relevant). Future an alysis can investigate sen sitiv ity  in the results to the eq u iva len ce  scale  
adopted.
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calculated for un-standardised and standardised health expenditure for each stage of the 

two part models.

Consistent with other studies in the literature (e.g. van Doorslaer et al., 2004, Nolan and 

Nolan, 2004a), the models are estimated using cross-sectional weights to make the results 

more representative of the population. Robust standard errors are obtained by applying the 

W hite-Huber-sandwich estim ator that corrects for heteroscedasticity of unknown form. 

This estim ator is adjusted to take into account intra-household clustering in the survey data. 

Wald tests are used to assess the fit of the one part linear regressions, and other standard 

diagnostic tests are conducted to inspect goodness of fit where appropriate (e.g. Hosmer- 

Lemeshow test on the probit stage within the two part model). Standard diagnostic tests 

(e.g. likelihood ratio test) cannot be applied to compare the two part specification with the 

one part. The fit of the models are compared using the approach suggested by Buntin and 

Zaslavsky (2004), with the focus on how well they predict expenditures.

5.6 Methods III -  Individuals to sou rces  (and providers)

5.6.1 Introduction to Methods III

Ultimately, all of the health care resources oudined in the first stage of the analysis can be 

traced back to the population. Public resources are financed from government public 

revenues (e.g. income tax, social security etc.) and private resources are paid directly by 

individuals. The standard SHA framework used in M ethods I focuses on the third party 

payment arrangements (with the exception of the direct out-of-pocket resources) and does 

not identify who makes the ultimate contributions to the public and private insurance 

resources. This third stage extends the analytic focus of the SHA to capture the flow of 

resources from individuals to the intermediaries.^^ This captures the resource flow in the 

shaded section of the flow of funds illustrated in Figure 5.4.

A separate set o f  tables proposed by the OECD outlines the flows o f  transfers in the system  and identifies 
the ultimate bearers o f  health expenditure. The OECD also proposes further extensions to the SH A to look at 
the distribution o f  resources across populations/issues o f  interest (e.g. age, sex, major disease categories). 
Methods II and III have com bined these two elem ents with the standard SHA into a single flow  o f  funds
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Figure 5.4 Stage III analysis of flow of funds framework

I  Intermediaries Providers I I  IrKlividuals

S ta g e  I S ta g e  II

Government 
healtli care 
resources

Providers 
(Hospital; GPs; 

Dentists etc.)

Private health 
insurance

Non-covered

Dual cover

S ta g e  III

Privateiy insured

5.6.2 Contributions to public resources

The proportion of total public health spending that is raised from incom e tax and social 

insurance revenue is estimated from DOHC statistical records. The proportional 

contribution of each entitlement group to the total income tax and social insurance 

contributions is estimated from the 2004 EU-SILC data (re-weighted to ensure 

representation of the population).

The same proportions are also applied to total public health revenue estim ated to have been 

raised from ‘other’ tax contributions. Stamp Duty and Capital Gains account for the largest 

proportion of 'other revenue' (Revenue Commissioners, 2004). Stamp Duty on properties 

accounts for the largest proportion of revenue from this duty (>70% in 2004, Revenue 

Commissioners, 2004). The structure of stamp duty on properties is progressive, where the 

tax rate rises with the value o f the property purchased. Capital Gains tax is a proportional 

tax (20% in 2004), levied on net gains in excess o f €1,270 (in 2004). If it is estimated that

fram ework. T his is d ifferent to the input-output type o f  accounts proposed  by the O E C D  for com patib ility  
with the S ystem  o f  N ational A ccou n ts (S N A  93). An input-output approach w ould  not m eet the ob jectiv es o f  
focusing on f lo w s o f  health care financing from  and to sp ec ific  population groups.
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only wealthier people make capital gains (e.g. there are exemptions for sale of primary 

residences), in practice, payments of this tax will be progressive. Income tax and social 

insurance payments are generally progressive (see Chapter 4 for more detailed discussion) 

and thus provide reasonable proxies for the progressivity o f these ‘o ther’ taxes.

Up-to-date survey data on consumption tax payments are not available for Ireland. Indirect 

taxes represented almost 45% of total tax revenue in 2004 and cannot be ignored here. The 

most recent distributive analysis o f indirect taxes was based on the 1987 HBS. W hile this 

was incorporated into the progressivity analysis for 1999 in Chapter 4, adopting it for 2004 

analysis is unreasonable. Value Added Tax (VAT) payments represented 67% of total 

consumption taxes in 2004 (Revenue Commissioners 2005). Bristow (2004) generated 

estimates of the proportion of income spent on VAT across income deciles (based on the 

1999 HBS). These proportions are adopted to generate estimates o f total VAT payments 

per household in the 1999 HBS. Concentration analysis confirms that these payments are 

regressive across income deciles, consistent with other results on the regressivity of 

indirect taxes (see Chapter 4, W agstaff et al., 1999). The payments are aggregated by 

entitlement category in the HBS.^** The proportional distribution of the aggregated 

payments by entitlement category is then applied to the total am ount of public health 

revenue that is raised from consumption taxes.

5.6.3 Contributions to private resources

Private health insurance premiums are paid by the dual cover and privately insured groups. 

To allocate total premiums expenditure across these two groups, paym ent records from the 

1999 HBS are used.

Out-of-pocket expenditure is directly linked to consumption. By definition the distribution 

of the contributions to out-of-pocket expenditure is equivalent to the distribution o f the

Households are categorised by the health care entitlement status o f the ch ief econom ic supporter in the 
household.
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allocations. T he allocation o f  out-of-pocket expenditure  across the population , categorised  

by en titlem ent, has already been addressed in stage II o f  the m ethodology.

5.7 Data samples

T he first stage o f  the analysis, w hich traces the resource flow  from  source o f  finance (third 

party and out-of-pocket paym ents) to providers and functions, is undertaken for total non

capital health  resources for the year 2004. This is referred to  as D ata sam ple 1 and 

represents the total resource envelope. This is the first tim e that the SH A  has been applied 

to Irish data. Thus, it is im portant to present the results for total resources and this also 

perm its com parison  w ith in ternational data.

T here are insufficient data available to perm it the allocation  o f  total resources from  

providers (and functions) to individuals. The m ethodology in stage II o f  the analysis uses 

benefit incidence analysis and supplem entary  inform ation to a llocate 91%  o f the total 

health care resource envelope across the population , categorised  by entitlem ent. T his is 

labelled D ata sam ple 2. For consistency, the contribu tions o f  resources from  individuals to 

in term ediaries in stage III are also based on D ata sam ple 2. The presentation o f the 

com plete cycle o f  resources from  individuals to individuals (via in term ediaries and 

providers) (see C hapter 6) is based on D ata sam ple 2. The un-allocated resources refer to 

public expenditure  under the d isab ility  and m ental health program m es (€974.8 m illion). 

D ata on the health  care en titlem ent status o f  individuals benefiting  from  these resources are 

not available.

N eed-standardisation analysis (w ithin stage II analysis) is conducted  on a subset o f  D ata 

sam ple 2. T h is analysis can only be conducted on the proportion  o f  expenditure allocated 

using BIA techniques (i.e. w here survey data are used). BIA  techniques are used to allocate 

76%  o f the total resource envelope. T his is labelled D ata sam ple 3.
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5.8 Summat7 and conclusions for Chapter 5

This chapter has outHned the methods used to develop and populate the flow o f funds 

framework. Data are drawn from a range of statistical, survey, and other sources for the 

year 2004.

The OECD System o f Health Accounts is used to identify the flow of resources from 

intermediaries to providers (and functions). The SHA framework is extended in two 

directions to complete the flow of funds, to identify a) who in the population benefits from 

the resources, and b) who makes the ultimate contributions to those resources.

M ethods have been outlined to: present the total (non-capital) health care resource 

envelope in the structure of the SHA (Methods I); to identify the ultimate beneficiaries of 

health care resources (M ethods II); and to identify the ultimate contributors to the resource 

envelope (Methods III). The beneficiaries and contributors are each categorised by 

entitlement.

The allocation of health expenditure is determined by a range of factors, including need. 

The second stage of the methodology also described the process o f indirect need- 

standardisation and its application to Irish health care resources.

The following chapter presents and interprets the results from each o f these stages in the 

methodology.

There are a number o f innovations in the approach and these have been highlighted in the 

text. Some parts of the analysis have been undertaken before in the Irishyintemational 

context, but new data are used in this application. In these cases, com parisons with 

previous analyses are possible. Although SHA has not been undertaken in Ireland before 

now, comparisons with international sets of accounts are possible. W hile benefit incidence 

techniques have been used in earlier Irish studies, this analysis updates and expands the 

data scope of the exercise, including estimation o f the distribution of some non-rival health 

expenditures.
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O ther parts o f the analysis have not been done before in the Irish contex t. The SH A  

fram ew ork has not previously  been applied to Irish data. This is the  first tim e that a 

detailed presentation  o f all public and private  health care resources by provider and 

function has been prepared in the Irish context. Identification o f  the u ltim ate contributors to 

health  care sources o f  finance has not been undertaken  w ith Irish data. T he jo in t analysis o f 

contribu tors and beneficiaries o f total health  care resources w ithin the flow  o f funds 

fram ew ork is also new to the Irish context and there are no published  in ternational 

exam ples.

O ther innovations involve use o f  sim ilar da ta  to previous Irish /in ternational studies but 

w ith m odifications o f the m ethodology. The SH A  fram ew ork has been m odified to allow  

assessm ent o f  specific flow s o f interest for this study. To assess the d istribution o f  

resources across individuals in the benefit incidence exercise, the population is categorised  

by en titlem ent in contrast to  standard BIA studies w hich focus on the incom e/consum ption  

d istribution . Finally, the use o f  the SH A  to provide the classification system  on w hich to 

base a com plete flow  o f funds analysis is also new  in the Irish and in ternational context.
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Chapter 6 Flow of Funds 

Results and analysis

6.1 Introduction to Chapter 6

A s outlined in C hap ter 5, the m otivation for generating  a flow  o f funds for Irish health  care 

financing stem s from  problem s encountered in applying w idely used analytic techniques 

for m easuring equity . In the context of a m ixed financing (i.e. public and private resources) 

system , interpretation o f  standard m easures o f  p rogressiv ity  is not straightforw ard. The 

flow  o f funds provides an alternative, w hole system s fram ew ork w ithin w hich to exam ine 

equity  in health care resource flows. This allow s assessm ent o f  equity  in the space o f 

financing in the con tex t o f  the characteristics that govern resource d istribution  in the space 

o f  health care delivery . In the literature, analysis o f  equity  in financing has been conducted  

in isolation from  the analysis o f  equity  in health care delivery.

C hapter 5 outlined the m ethodology for analysing  the separate elem ents o f the fiow  o f 

funds for the Irish health sector and this chapter presents and interprets the results from  this 

analysis. T here  are five sub-divisions in this chapter (6-1 to 6-5). Each sub-division 

presents and in terprets results from  the separate e lem ents in the fiow  o f funds fram ew ork. 

T his allow s the large body o f findings at each stage o f the analysis to be exam ined and 

discussed in depth, yet at the sam e tim e m aintain ing all the results and analysis for the flow 

o f funds fram ew ork  w ithin the one chapter.

C hap ter 6-1 presen ts and discusses the results on the flow o f  resources from  in term ediaries 

(including out-of-pocket expenditure) to providers, and to health  care functions. C hap ter 6- 

2 outlines the allocation  o f  health  care resources from  providers and functions (and 

sources) to individuals, categorised  by en titlem ent status. T his sub-division  also exam ines 

the findings from  the need-standardisation  analysis and the results are assessed against 

princip les o f  horizontal equity  in health  care delivery. C hapter 6-3 presen ts and discusses 

the contribu tions m ade by the population , categorised by en titlem ent, to health  care 

resources. C hap ter 6-4 outlines and analyses the com plete  resource flow , com bin ing  the
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results from each of the three sub-divisions 6-1 to 6-3. Chapter 6-5 discusses key 

methodological issues from the flow of funds framework and undertakes sensitivity 

analysis on key resource allocations. Chapter 6 closes with a brief sum m ary and concluding 

remarks.
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Chapter 6-1 Flow of Funds 1 

Health care sources to providers (and functions)

6.1.1 Introduction to Chapter 6-1

The first stage of the analysis investigates the flow of total health care resources (Data 

sample 1), by source of finance to health care providers and functions, based on M ethods I 

outlined in Chapter 5. As noted in Chapter 5, the analytic focus is on the flow of non

capital health care resources and unless otherwise specified, the ‘total resource envelope’ 

refers to non-capital resources throughout the thesis. Results are presented in line with the 

standard format used in the reports from the pilot SHA countries. Interpretation of the 

results focuses on international comparisons, and on identifying important flows o f interest 

for Ireland in the context of examining patterns of equity in health care financing.

6.1.2 Results from Methods 1

6.1.2.1 Current health expenditure by financing source

The pie charts in Figures 6.1 to 6.3 present health care by financing agent/source, provider, 

and function. Further details are provided in Tables A.6.1 to A.6.3. The total net non

capital health care resource envelope for 2004 is estimated to be €10.9bn (in 2004 prices). 

This includes government resources (from central government revenue, social insurance 

and health levy contributions) of CS.Sbn,'^^ and private resources of €2.4bn.

Public funding accounts for the largest proportion of health care financing in Ireland 

(75%), of which general government revenue (excluding social security) accounts for 77%. 

A sm aller proportion o f public funding is raised from social insurance (22.6%), which is 

almost equally divided between social insurance (10.9%) and health levy (11.6%)

Including funding from  the ‘rest o f  the w orld ’.
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contributions.'™ In addition, 3% of total resources are reimbursed by the EU for health 

services provided by the Irish Government to EU residents who have paid social insurance 

contributions in a different EU country. The majority o f these residents refer to Irish people 

who have retired here but who spent their working lives in the UK. These reimbursements 

are usually reported under the general public pool o f resources. For the remainder o f the 

chapter these reimbursements are included as part of general public funding unless 

otherwise specified. Private health insurance accounts for 8.8% of the total financing pool 

and out-of-pocket health expenditure accounts for 13% of total health care financing.

6.1.2.2 Current health expenditure by provider

Hospitals account for almost 40% of the total health care resource envelope. These include 

public and private general hospitals and psychiatric hospitals. Public hospitals account for 

over 92% of this expenditure although these also include speciality hospitals.

Ambulatory care providers’^̂ ' account for 24.5% of the envelope. These include offices of 

general practitioners (GPs), dentists and other health practitioners, and out-patient centres.

More than €2bn (18.7%) o f the total non-capital resource envelope is allocated to providers 

o f medical goods. This includes expenditure on providers of prescription and non

prescription medicines, and o f other medical goods and appliances (e.g. glasses, hearing 

aids, etc.).

More than 10% of the envelope is allocated to long-term nursing and residential care 

facilities. Public health programmes and general administration costs (public and private) 

together account for 6.8% o f total non-capital health care resources.

See the comments in Chapter 5 concerning the caution that is required in interpreting social insurance 
contributions in the Irish context.

Individual hospital specific expenditure is not publicly available, preventing any further breakdown of 
hospital expenditure by type o f hospital. Public hospitals include HSE public and voluntary public hospitals 
(see Chapter 3),

See the comments in Chapter 5 on the terminology used in the IC H A , Hospitals also perform ambulatory 
care services (emergency, day case, out-patient) which are included under hospital resources.
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6.1.2.3 Current health expenditure by function

The majority o f all health care expenditure (90.4%) is allocated to personal health care 

services. These comprise o f curative, rehabilitative and long-term care services, ancillary 

services to health care (e.g. ambulance services), and medical goods consumed by 

households (prescription and non-prescription medicines’®̂ ). The remaining 10% o f total 

expenditure is allocated to collective health care services, which refer to public health and 

general administrative services.

More than 55% o f total non-capital health expenditure is directed to curative health care, 

including in-patient, day case, and out-patient curative care. Long-term nursing, residential 

and rehabilitative care account for just over 15% o f total expenditure. Medical goods 

account for 18.7% o f total expenditure. Expenditure in this category corresponds to that 

included under medical goods providers above. Less than 10% o f total expenditure is 

allocated to public health services (<3%), and administrative costs (6.6%). Public health 

services include child and school health examinations, fam ily planning services, home 

maternity services, and health promotion activities. Adm inistrative costs include private 

health insurance tax re lie f (29.8%)'®'*, public administrative overheads (58.8%), and 

estimates o f administrative costs o f the private health insurance sector (11.4%).

The SH A  distinguishes between prescription medicines (H C .5 .1 .1 ) and over-the-counter medicines 
(H C .5 .1 .2 ) where over-the-counter medicines are defined as non-prescription medicines (O E C D , 2000). In 
the Irish system, prescription medicines can include medicines that are also available over-the-counter (i.e. 
without a prescription). Analysis in this study focuses on the distinction between prescribed and non
prescribed medicines.

As indicated in Chapter 5, tax relief on private health insurance does not strictly fit within this category but 
is included here for visibility as it is a resource flow o f particular interest for this analysis.
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Figure 6.1 Total non-capital Irish health expenditure by financing agent (2004)
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Figure 6.2 Total non-capital Irish health expenditure by provider (2004)
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Figure 6.3 Total non-capital Irish health expenditure by function (2004)
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6.1.2.4 Current health expenditure by provider and financing source

Figures 6.4 and 6.5 present the breakdown of total health expenditure by financing source 

across the key providers in the system (see Tables A .6.4 and A.6.5 for more detailed data).

Spending structure of financing sources by provider

Figure 6.4 provides information on how each financing source is distributed amongst the 

different providers. There are differences in resource allocations across providers between 

government and private resources. Total government resources are more heavily 

concentrated on hospitals (43.3%), followed by providers of ambulatory care (20.5%), 

retail sale of medical goods (15.2%) and nursing and residential care providers (13.3%). 

Total private resources are divided amongst providers of ambulatory care (38.9%), medical 

goods (31.6%) and hospitals (25.9%). Administration costs range from 3.5%-7.5% for both 

public’®̂ and private sources of finance. Expenditure on public health and on non-Irish 

health care providers is estim ated to represent less than 1% of total government

A s already noted, pub lic adm inistrative co sts  include tax re lie f on private health insurance prem ium s.
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expenditure. Data on private health insurance claims expenditure outside of Ireland (e.g. 

holiday cover for Irish residents) are not available. Private expenditure on non-Irish 

providers is thus under-estimated.

Total government resources include general government resources'^® (excluding social 

security) and social security funds. There are small differences between these two 

government sources in the allocation of resources across providers. Relative to general 

government resources, a higher proportion of social security funds are allocated to 

ambulatory care providers and a lower proportion are allocated to hospitals and 

nursing/residential care facilities.

Private resources comprise private health insurance claims expenditure and household out- 

of-pocket health expenditure. There are large differences in their allocations across 

providers. Over 53% of private insurance claims expenditure is allocated to hospitals, 

compared with less than 8% of out-of-pocket expenditure. Conversely, almost 53% of out- 

of-pocket expenditure is allocated to retail sellers of medical goods, while private health 

insurance does not cover prescription or non-prescription medicines and appliances (i.e. 

0% allocation). Similar proportions are allocated to providers of ambulatory care, 37.5% 

and 39.8% for private health insurance and out-of-pocket expenditure respectively. Private 

health insurance claims expenditure includes direct payments to consultants and it is 

important to keep track of where these are reported in the framework (discussed in more 

detail below). For out-of-pocket health expenditure, expenditure on ambulatory providers is 

divided amongst GPs, dentists and other out-patient health professionals.

In the absence o f more detailed data, funding from  the ‘rest o f the w orld ' has been allocated across health 
care providers pro-rata to the general governm ent allocations.
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Figure 6.4 Percentage breakdown of health expenditure sources by provider (2004)
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How different providers are financed

Figure 6.5 provides information on how the different providers are financed. Over 85% of 

hospital, nursing and residential care facilities are funded by public resources (including 

EU reimbursements). This compares with 65.5% for ambulatory care providers. W ithin 

ambulatory care, there is wide variation in the sources o f funding. GPs and dentists receive 

44.6% - 47.6% of their funding from private sources, o f which the majority comes from 

out-of-pocket household expenditure. Providers o f home health care services and other out

patient services receive all their funding from government resources. Zero private 

expenditure on these latter providers is likely to be partly caused by data limitations and 

should be interpreted with caution. Payments by private health insurance companies to 

consultants for care provided to private patients within the public system are also included 

within ambulatory care in Figure 6.5 (see item HP.3.1.2 in Table A.6.5).

Public resources account for more than 63%, and out-of-pocket expenditure accounts for 

36.6%, of payments to providers o f medical goods. W ithin this, out-of-pocket expenditure
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accounts for 89% o f payments to suppliers o f vision, hearing and other non-prescription 

medical goods.

Public health programmes are fu lly  funded by government resources. The largest 

proportion o f total general health administration costs (inclusive o f public tax relief on 

private health insurance premiums) are funded from public resources.

Figure 6.5 Percentage resource make-up of health expenditure by provider (2004)

Hospitals Nursing and Pro\^ders of Retail sale and Provision and General health 
residential care ambulatory other providers administration of administration

facilities health care of medical public health and insurance
goods programmes

fD general govt. (excl. social security) resources □  social security resources 

□  private insurance resources ■  out-of-pocket resources

6.1.2.5 Current health expenditure by function and financing source

Spending structure of financing sources by function

The distribution o f each health care financing source across health care functions is 

presented in Figure 6.6 (and Table A .6.6). Consistent with the other SHA country reports, 

health care functions are categorised by mode o f production, identifying in-patient, day, 

out-patient, and home care. There are differences between public and private resources in 

allocations by mode of production. Over 47% of total government expenditure is allocated
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to in-patient services, compared with 32% of private resources. Conversely, less than 15% 

of government resources are allocated to out-patient services, compared with 24.5% of 

private funding. Similar proportions are allocated to day services, 9.1% and 8.5% from 

government and private resources respectively. A higher proportion of private resources are 

allocated to medical goods (31.6%) relative to government allocations of 15.2%.

W ithin government allocations, there are some small variations in the allocations o f general 

government and social insurance re v e n u e s .A llo c a tio n s  of social security funds to out

patient care are higher (17.2%) than for general government funds (14.2%).

W ithin private sources of finance, there are large variations in allocations across health care 

functions. Allocations to in-patient and day care are higher for private health insurance 

claims expenditure (69.8% and 19.8% respectively) than for out-of-pocket household 

expenditure (<7% and <1% respectively). For out-patient care, allocations o f private 

insurance claims expenditure are much lower than for out-of-pocket allocations (1.8% vs. 

39.8%). Almost 53% of out-of-pocket expenditure and 0% of private insurance claims 

expenditure are allocated to medical goods.

As in the case o f  health care providers, funding from the rest o f  the world has been allocated across health 
care functions pro-rata to the general government allocations.
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Figure 6.6 Percentage breakdown of health expenditure sources by function (2004)
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How the different functions are financed

Figure 6.7 (and Table A.6.7) outlines the percentage contribution o f each financing source 

to each health care function. In-patient and day care are predominantly financed from 

public resources (>79%). W ithin these modes o f production, there are variations. Almost 

ail long-term in-patient care is funded from public resources, compared with 79.4% for in

patient curative care. For curative day care, less than 63% of funding is provided from 

government resources, and 35% is funded from private insurance claims expenditure. No 

private resources for rehabilitative day care are recorded in the framework.

Relative to in-patient care, a higher proportion o f total out-patient care is financed from 

private resources. Government resources account for 68.6% of out-patient care, private 

insurance resources account for less than 1% and out-of-pocket resources account for 

30.5%.

- 1 9 3 -



Home care and other ancillary services to health care (e.g. ambulance services) are fully 

funded from government resources.

Figure 6.7 Resource composition of health expenditure by function, 2004 (%)
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6.1.2.6 Current health expenditure by function and provider

Spending structure of providers by function

Figure 6.8 (and Table A.6.8) summarises the functional structure o f the different providers. 

Care provided by hospitals is concentrated at the in-patient level (78.4%) while care 

provided by ambulatory providers is more concentrated at the out-patient level (51.5%). 

There is variation amongst the ambulatory providers. A  high proportion o f expenditure on 

physicians, dentists and other health practitioners is spent on out-patient functions, while 

expenditure allocated to out-patient care centres is concentrated (63.6%) on day care 

functions. This result is driven by the estimate that public disability expenditure is 

primarily allocated to daily rehabilitative services. Almost 28% of expenditure on
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physicians is allocated to in-patient care. This captures the payments by private insurance 

companies to consultants for care provided to private patients, usually in a hospital setting.

Figure 6.8 Percentage breakdown of health expenditure on functions by provider (2004)

Hospitals Nursing and Pro\«ders of Retail sale and Provision and General health 
residential care ambulatory other providers administration of administration 

facilities health care of medical public health and insurance
goods programmes

*1 ■  in-patient care □  day care H out-patient care □  home care □  medical goods □  public health services a  health administration

How the different functions are provided

Figure 6.9 (and Table A .6.9) describes how the different health care functions are provided. 

In-patient care is predominantly provided by the hospital sector (70.6%) and by 

nursing/residential care facilities (23.8%). Services o f day care are provided either by 

hospitals (47.5%) or by ambulatory care providers (52.5%). The majority o f out-patient 

care takes place in the ambulatory care setting. Almost 75% of out-patient care is provided 

by ambulatory care providers, of which 43% is provided by GPs.
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Figure 6.9 Percentage breakdown of health expenditure on providers by function (2004)
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6.1.2.7 Health-related functions

The D O H C exercise to identify  non health-related  expenditures w ithin the public health 

budget is w ork in progress. E xpenditure by teaching hospitals has been included in full in 

this analysis. This incorrectly  includes som e expenditure  on m edical education  and training 

w hich does not fall w ithin the O EC D  defin ition  o f health care. M edical education and 

training would be m ore accurately  captured in the list o f  health-related  functions (O ECD , 

2000). A lthough data are lim ited, T able  6.1 outlines som e o f the item s that w ould be 

included in this list in the Irish contex t but these are not discussed in any fu rther detail.
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Table 6.1 Health-related functions (2004)

ICHA-HC.R
Health-related functions 2004

Code €000 %

HC.R.1 Capital formation of health care provider institutions 715,179 40.13

HC.R.2 Education and training of health personnel 71,311

HC.R.3 Research and development In health 33,622 1.89

HC.R.4 Food, hygiene and drinking water control 71,386 4,01

HC.R.5 Environmental health -

HC.R.6 Adminstration and provision of social services in kind to assist
1,545 0.09

living with disease and impairment
HC.R.7 Administration and provision of health-related cash-benefits 888,922 49.88

Total 1,781,965 100.00

6.1.3 Interpretations of results from Methods I 

6.1.3.1 International com parisons

As outlined in C hapter 5, the defin ition  o f a com m on functional boundary o f  health care 

and the effort o f  aligning national data with this internationally  agreed set o f defin itions is 

essential for allow ing com parability  o f health accounts across countries. The objective o f 

this part o f  the analysis is to provide an overview  o f the flow  o f resources to  providers and 

functions in the Irish system . It is based on secondary data and is thus not intended to 

provide an exhaustive account o f the SH A  m odel fo r Ireland. H ow ever, w hile this 

precludes strict international com.parisons w ith o ther n a tions’ health  accounts it is useful to 

set the analysis in context. This discussion com pares the results fo r Ireland w ith those o f 

the 13 SH A  pilot countries that have developed health accounts using the SH A  fram ew ork 

(based on data from  1999-2001). In particular, reference is m ade to the com parative paper 

by O rosz and M organ (2004) w ho have sum m arised  and com pared the results from the 13 

p ilo t countries.

Total health care expenditure
The above analysis estim ates that total non-capital health expenditure  in Ireland was 

€10.9bn in 2004. This excludes item s o f  social expenditure that do not fit w ithin the 

functional boundaries o f  health  as defined by the O ECD . The D O H C  records a total o f
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€12bn for non-capital health expenditure in 2004 (DOHC, 2005a) but this includes social 

spending (e.g. cash benefits) of more than € lb n , and is net of tax relief on health insurance 

premiums. Despite some variations in data sources, once all adjustments have been made, 

these different estimates o f current health expenditure are within 1% of each other. Total 

current expenditure of €10.9bn represents 8.8% of GNP (or 7.4% of GDP)'°** which lies 

just below the EU 15 average as reported by Tussing and Wren (2006).

Total public health expenditure

The total for public health expenditure (€8.5bn) might still be an over-estimate even with 

the deductions for social expenditures. Tussing and Wren (2006) argue that these 

deductions are not large enough and have arbitrary elements to them (e.g. flat percentage 

deductions from specific programmes). The deductions for 2004 represent less than 13% of 

gross public current expenditure. The DOHC acknowledge that further refinements are 

required for better alignment with the SHA functional boundary of health and it is 

suggested that total deductions could amount to 20% of current spending (Tussing and 

Wren, 2006). In other countries, common areas where definitional questions occur include 

long-term nursing care and medical education and research (Rossel and Gerber, 2004, 

Zifonun, 2004). However, adjustments might not be as large as in the Irish case. In Canada, 

deductions for non health-related expenditure amounted to 3.3% of total health expenditure 

(Fortin, 2004).

While it is important to ensure that international comparisons are based on common 

definitions and boundaries, there is a risk that values of the existing arrangements are 

overlooked. Health care providers in Ireland provide a mix of health and social services, 

and this interaction can be justified on a number of efficiency and health promoting 

grounds. Also, small shifts in role definitions with limited impact on how care is actually 

delivered might lead to large adjustments on the financial side. Shifting o f responsibilities 

from nurses to care assistants or other professionals might lead to large increases in the 

proportion of social spending in the accounts. Similarly, transferring long-stay patients

108 G D P and G N P are at current m arket prices for the year 2004 (Central S tatistics O ffice, 2006a).
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from  hospitals to nursing hom es could also cause large shifts in the health /social financial 

d iv isions.

R ather than focusing on their separation  in national accounting  term s, it m ight be m ore 

in form ative to focus on the m erits and dem erits o f  health  system s that deliver both health 

and social services. This approach can also  consider the advantages o r otherw ise o f  o ther 

overlaps in the system . The T reatm ent B enefit Schem e is one such exam ple in the Irish 

context. This is a health-related  schem e that is run by  the D ept, o f  Social and Fam ily 

A ffairs rather than by the Dept, o f H ealth and C hildren. T he rationale for this separation is 

not clear, particularly  as the health  system  already has a body devoted to public 

reim bursem ent o f  prim ary care services.

Total private health expenditure

T he estim ate o f  private health  insurance claim s expend itu re  includes a provision for 

expenditure  by health  insurance com panies o ther than V H l H ealthcare. Thus, this estim ate 

is higher than has been reported elsew here (e.g. D O H C , 2005a). D espite this upw ard 

adjustm ent, private health insurance still represents a relatively  sm all proportion o f  total 

current health care expenditure (8.8% ).

O ut-of-pocket household expenditure represents private households only. E xpenditure by 

individuals in prisons, the arm y, nursing hom es and o ther long-term  institu tions is not 

captured and this is an im portant gap in Irish health  expenditure  data. It is therefore likely 

that out-of-pocket spending represents m ore than 13% o f total current health  resources.

T he largest proportion  o f current health  expenditure  in Ireland is funded by the public 

sector. This is not unusual in an in ternational context but w hat is less usual is to d istinguish  

social security  funding from  general governm ent revenue in the Irish setting. Social 

security  funding for health  in Ireland includes con tribu tions raised from  a 2%  health  levy 

and contribu tions via the national pay-related  social insurance (PR SI) system . As d iscussed 

in C hapter 4, these social security  funds do not carry specific  health care entitlem ents and

T he Primary Care R eim bursem ent Serv ice , form erly the G eneral M edical S erv ices (P aym ents) Board.
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the majority are not earm arked to specific health expenditures."^ This is different to the 

concept of social health insurance in other countries where contributors receive 

entitlements to health care services that are financed directly by earmarked social insurance 

resources. International com parisons are not comparing like with like, and the distinction 

between government and social security revenue in the Irish context has almost no 

analytical importance.

For private expenditure, comparisons with other countries are complicated by data 

limitations. Out-of-pocket expenditure by non-private households (e.g. institutions) and 

expenditure by corporations or non-profit organisations are not captured in current Irish 

data sources. Uncollected/outstanding public hospital charges (e.g. for emergency care) are 

also important data gaps. There is anecdotal evidence that a large proportion of charges for 

episodes of public hospital care in low income catchment areas are not collected (Smith, 

2 0 0 7 ).'"  There are no public estimates of the extent of these uncollected charges. 

However, this non-expenditure is likely to have an uneven income distribution whereby 

richer people are more likely to be able to pay at the time of attendance, or when a bill is 

issued. The incentives to pay a public hospital bill are lessened by relatively low risks of 

punitive follow-up by the hospital (the costs of follow-up have to be balanced with the 

amount to be recouped on the bill).

In line with most o f the other SHA countries, out-of-pocket household expenditure in 

Ireland accounts for the largest share o f private health expenditure (59.6%), and is expected 

to be higher if expenditure by people in institutions is added. The proportion of out-of- 

pocket expenditure is sim ilar to that in Canada (55.1%) and Germany (49.6%) but is lower 

than in other European countries in the sample. In Denmark, the out-of-pocket proportion 

of private expenditure is 94.2% and in Spain it is 82.8% (Orosz and M organ, 2004). The 

proportion of private insurance is generally higher in Ireland than in the other SHA

The Treatment Benefit Schem e is funded from PRSI resources and is used to subsidise certain types o f  
care (e.g. dental treatment) for people who have made sufficient PRSI contributions.

With regard to self-referred public out-patient consultations, it is likely that m echanism s for collecting  
these charges are poorly developed in public hospitals, based on evidence from one large teaching hospital 
(Fitzgerald, 2008, personal communication).

- 2 0 0 -



countries, and this can be partly explained by the fact that more than 50% of the Irish 

population hold supplementary private insurance.

Current spending by provider and  function

As noted by Orosz and Morgan (2004), expenditure data by providers are d ifficult to 

compare across countries because o f differences in definitions. The same provider in one 

country (e.g. a hospital) may deliver a different set o f activities in another country. 

However, the broad breakdown o f current expenditure across providers in Ireland is 

consistent with the general pattern in the other SHA countries. Hospitals account for the 

largest proportion, followed by ambulatory care, and sale o f medical goods. A smaller 

proportion is spent on nursing and residential care facilities, and in all countries, less than 

10% is spent on administrative costs. The proportion spent on hospitals in Ireland is 

consistent with the average for the SHA sample (39.6% vs. 37%). In fact, Irish expenditure 

on hospitals is even higher than reported here i f  all payments by private health insurance 

companies to private consultants are included at the hospital level. This is discussed in 

more detail below.

The proportional breakdown o f expenditure by function indicates that the majority of 

current health expenditure is spent on personal medical services and goods. This is also the 

case for the other SHA countries. Expenditure on curative and rehabilitative activities in 

Ireland accounts for the largest proportion o f current health expenditure (over 59%) and 

this reflects the pattern observed in the SHA countries (average 57%). The next largest 

functional category in Ireland is expenditure on medical goods, also consistent with the 

SHA sample. Expenditure on long-term nursing care is more varied amongst the SHA 

countries, ranging from 0% (e.g. Korea, Mexico, Turkey) to 27.4% in Denmark. 

Expenditure on long-term nursing care in Ireland (11.3%) is close to the proportions in 

Germany (11%), Japan (10.8%), and the Netherlands (12.1%). A  much smaller proportion 

o f current expenditure is directed at public health programmes and this is also reflected in 

the other SHA countries.
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It is noted that the 13 pilot SHA countries include a number of countries outside the usual 

European reference point for Ireland (e.g. Japan, Korea). It is interesting that the 

breakdown of current health expenditure by broad categories (e.g. public/private; 

hospital/ambulatory/other; curative/long-term/medical goods) is consistent across such a 

diverse range o f countries. More detailed comparisons will become possible as data gaps 

and misclassifications are resolved both in the SHA sample and in the Irish case.

Country-specific patterns are more evident in the detailed two-dimensional categorisations 

of expenditure. The rest of this discussion focuses on the Irish data to tease out interesting 

flows of resources to providers and functions that require further attention within the flow 

of funds framework.

6.1.3.2 Current health expenditure by provider and financing source

The breakdown of expenditure across providers varies with each source of finance. In line 

with expectations, the allocation of public expenditure across providers is almost identical 

for general government resources (excluding social security) and social security 

expenditure. This is due to the structure of the Irish government funding system rather than 

to specific allocation decisions. The majority o f the social security funds are not earmarked 

to specific expenditures and are pooled with other government revenues for allocation 

across sectors and activities. The small differences that are observed in the allocations 

across providers are due to payments made to dentists and other health practitioners for 

services provided under the Treatm ent Benefit Scheme (<1% of total public resources). 

This scheme is funded specifically from PRSI resources and has entitlement restrictions 

attached. Similarly, reimbursements from the EU (i.e. funding from the ‘rest of the w orld’) 

have been allocated across providers pro-rata to general government expenditure and 

provide no additional information.

By contrast, allocations of total private resources across providers hide important 

differences between private insurance and out-of-pocket expenditure allocations and these 

need to be discussed separately. In the Irish context therefore, the primary distinctions in
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health care financing sources are between pubhc (including social insurance), private 

health insurance claims, and private out-of-pocket expenditures.

In general, expenditures by the private sources o f finance are more concentrated on specific 

providers relative to government funding, which is spread more widely across the range of 

providers. Public funding allocations include hospitals, am bulatory care providers, nursing 

and residential care facilities and retail sales of medical goods and others (e.g. providers of 

public health programmes). Private insurance claims expenditure is primarily concentrated 

on hospitals and ambulatory care providers. Out-of-pocket expenditure is mainly 

concentrated on ambulatory care providers and retail sales of medical goods. W ithin these 

broad categories of providers, public resources are similarly spread more widely relative to 

private resources.

In addition to the differences in allocations of public, health insurance, and out-of-pocket 

resources across providers, magnitudes of expenditure also differ. One source of finance, 

while contributing a relatively small amount to total resources, might represent a large 

proportion of funding to one particular provider, and vice versa.

Overall, public expenditure accounts for a large proportion of total funding to key health 

care providers in the system, consistent with the SHA sample countries (e.g. Australia, 

Canada, Denmark, Germany) (Orosz and M organ, 2004). However, the size of this 

majority varies and private sources take on a larger share o f the total funding to ambulatory 

care providers than they do for hospitals.

Out-of-pocket expenditure is a major source o f funding for specific providers within 

am bulatory care in the Irish system. This is despite the fact that it accounts for just 13% of 

the overall resource envelope. Out-of-pocket expenditure is a dom inant source of finance 

for GPs, dentists and other primary care providers (e.g. physiotherapists, speech therapists, 

opticians). In particular, out-of-pocket expenditure funds alm ost 42% of total financing 

received by GPs. For expenditure on medical goods, out-of-pocket expenditure accounts 

for 89% of expenditure on vision, hearing and other medical appliances and makes an

- 2 0 3 -



important contribution to the financing of prescription and non-prescription medicines. 

These patterns reflect the structures of entitlement to primary care provision in Ireland 

whereby the majority o f the population (the privately insured and non-covered groups) are 

required to pay privately for GP visits and a high proportion o f prescription costs, and 

Ireland is unusual in this respect (Thomas et al., 2006). These issues are examined in more 

detail at stage II o f the analysis. As discussed in Chapter 4, these data confirm that in the 

standard approach to measuring equity in health care financing, complications in 

interpreting progressivity measures for private sources of finance cannot be ignored in the 

Irish context given their importance for primary care funding.

A high proportion of both government and private insurance claims expenditure is 

allocated to hospitals, yet the latter represents only 11.9% of resources available to 

hospitals. Given the estim ate that half of private insurance expenditure on hospitals is 

allocated to private hospitals, the contribution of private insurance to public hospital 

funding is thus even lower. This is despite the fact that the Government supports private 

health insurance in order for it to absorb demand and costs that would otherwise fall on the 

public health system, and in particular, on the acute hospital system (DOHC, 1999b). As 

outlined in Chapter 3, private health insurance is also regarded as a key source of financing 

for health care in the country.

Conversely, the allocation o f private insurance claims expenditure to consultant specialists 

(included under am bulatory care providers for visibility) represents 100% of the resources 

received by these providers. This is misleading because the allocation of public funding to 

hospitals also includes payment of public salaries to consultants. As noted in Chapter 5, 

payment by private health insurance companies to private consultants should technically be 

included in the hospital category. Care provided by consultants to private patients is 

reimbursed by private health insurance companies on a fee-for-service basis and much of 

this care takes place within the (public and private) hospital setting. However, the 

separation of this flow from hospital funding at this stage o f the analysis has been 

deliberate. It clearly shows that much of the private insurance resources (35.7%) are
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prov id ing  a source o f  revenue, not for the pubHc health  system , but for consultants treating 

p rivate  patients w ithin public (and private) hospitals.

T h is reinforces the point that a large part o f the ‘b u rd en ’ o f the cost o f  acute care that is 

supported  by private  health  insurance is related  m ainly  to private consultancy fees w hich 

w ould  not be borne by the public system  in the first place. T his is im portant when 

considering  the net financial contribution  o f  privately  insured care to the public system , and 

is taken up fu rther in the discussion on the tax re lie f fo r private health  insurance and in 

C hap ter 7.

S hifting  the paym ents by private health insurance com panies to consultants from 

am bulatory  care to hospitals in the SHA fram ew ork  w ould also cause a shift in the 

proportional breakdow n o f public and private funding  for each o f these providers. The 

share o f  private funding in hospitals w ould increase, w hile in am bulatory  providers it 

w ould decrease. This h ighlights the com plexity  involved in preparing a set o f  national 

health  accounts that can be com pared in ternationally .

S im ilarly , data gaps can influence the observed results. A sm all proportion o f  public 

funding is allocated to nursing and residential care facilities and this represents alm ost all 

funding available to these facilities. This public funding  includes expenditure  on district 

and long-stay public hospitals and on residential care for people w ith m ental and physical 

d isab ilities. This is consisten t w ith observed patterns in som e o f  the o ther SH A  countries 

(e.g. A ustralia, C anada, G erm any) w here 7%  - 11% o f public expenditure accounts for 

70%  - 90%  o f the revenues o f  nursing and residential facilities (O rosz and M organ, 2004). 

H ow ever, out-of-pocket expenditure  on long-term  care is not identified  in the data and the 

H BS does not capture expenditure by individuals liv ing in institu tions (e.g. nursing hom es 

and o ther long-term  residential fac ilities"^ ). W ithou t fu rther data on private expenditure on

Prisons, the army and other institutionalised  groups.
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long-term health care providers, the current picture indicates that this is almost fully funded 

by public resources, which may or may not be the case.'

6.1.3.3 Current health expenditure by function and financing source

The breakdown o f public expenditure by function follows very similar patterns to those 

observed for providers. There are important variations in the functional allocations of 

public, private health insurance, and out-of-pocket expenditures. Public expenditures are 

spread across a wider range o f health care functions relative to private sources. Individual 

sources o f funds, despite accounting for relatively small proportions of total resources, can 

account for relatively large shares of funding to specific functions, and vice versa.

Focusing on the different modes of production, the Government plays a dominant role in 

in-patient care. A large proportion of government funding is allocated to in-patient services 

and this accounts for the majority of resources available to this level of care. A similar 

pattern is observed in the SHA countries where public funds are the dominant source of 

financing for in-patient care in each country.

Private sources o f funding play a relatively larger role in day and out-patient care. One of 

the biggest shifts observed in Irish health care delivery over the past decade has been the 

growth in day care services (ESRI, 2006). This analysis highlights the focus of privately 

insured expenditure on day care. Almost 20% of private insurance claims expenditure is 

directed at curative health care in the day care setting and this represents more than one 

third o f all spending on curative day care services in the system. Strong conclusions are not 

possible without dynamic analysis, but the results suggest that private insurance 

expenditure may have played an important part in the observed shift to day care in the 

system.""* The rest o f the private insurance resources are concentred on in-patient services

If it is assum ed that out-of-pocicet expenditure on long-term  care is restricted to nursing and residential 
hom es w here the provision  o f  health care is not central to  the serv ice  provided , it is lik ely  that m uch o f  this 
expenditure w ould  fall ou tsid e the S H A  functional defin ition  o f  health care.

T here is a lso  so m e  flu id ity in the functional defin ition  o f  care that cou ld  be in flu en cin g  resource f lo w  
patterns. In so m e ca se s  a private out-patient consu lta tion  m ay be re-classified  as a day ca se  if  a procedure is
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(>69% ), similar to proportions observed in many of the SHA countries. In Australia, 60% 

o f private insurance expenditure is on in-patient care (Orosz and M organ, 2004).

Out-of-pocket expenditure is concentrated on out-patient care and on medical goods. The 

functional allocation of out-of-pocket expenditure is consistent with most of the other SHA 

countries, where a typical breakdown comprises 40% - 50% on medical goods, 35% - 40% 

on out-patient care, and 10% - 15% on in-patient care (Orosz and Morgan, 2004). The 

distribution for Ireland is similar except that a smaller proportion of out-of-pocket 

resources is spent on in-patient care and a higher proportion is spent on medical goods and 

out-patient care. This may reflect a lack o f data (e.g. on long-term care expenditure). 

Alternatively it could reflect the need for many Irish households to devote relatively more 

out-of-pocket health resources to primary health services because o f limited entitlem ent to 

publicly funded primary care. As noted earlier, the influence of the health care entitlement 

structures on the pattern of out-of-pocket expenditure is examined in detail in subsequent 

analysis.

W ithin each mode of production (i.e. in-patient, day, out-patient etc.), there are further 

concentrations in the allocations of financing sources. Rehabilitative and long-term care are 

almost fully funded by government resources, regardless of the mode in which they are 

delivered. Thus, it is in curative care, at all modes of production, where the main 

distinctions between public and private resource allocations are observed. Public 

expenditure on curative care includes public hospital services (in-patient, day, out-patient 

care) and payments for primary care services. Public expenditure on mental health services 

and on in-patient disability care has also been allocated to curative care. Allocations of 

private insurance claims to hospital services and to private consultants are included under 

curative care. Out-of-pocket household curative expenditure comprises payments for 

prim ary care services.

undertaken (e.g . in jection). T h is has im plications for w here the burden o f  paym ent falls, as out-patient v isits  
are typ ica lly  not covered  by private health insurance w h ile  day cases are.
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Prevention and public health services are also fully funded from government resources. 

This is consistent with the traditional stewardship role of a government in overseeing areas 

o f health care with large public good components. Colombo and Tapay (2004) note the 

absence of health promotion and disease management activities by private health insurance 

companies in the Irish system ."^ They suggest that the lack of involvement by the 

companies in primary care activities reduces their incentives to engage in public health 

promotion activities.

Overall, despite accounting for less than 22% of total health care resources, private sources 

of financing are shown to make important contributions to the funding o f specific functions 

of health care in Ireland, particularly curative care at the out-patient (including primary 

care) and day care levels, and medical goods.'

6.1.3.4 Current health expenditure by function and provider

The allocations of expenditure by function and provider are consistent with the traditional 

functional boundaries o f providers in the Irish system. The major proportion o f expenditure 

on hospitals, nursing and residential facilities is directed to in-patient functions, and these 

allocations represent the largest sources of funding for in-patient care in the system.

Hospital expenditure is also directed at day care activities and in Ireland this accounts for 

10.8% of hospital expenditure. This is unusually high in the context of the other SHA 

countries. In the SHA sample, Canada is an oudier where 8% of hospital expenditure is 

directed to day care, compared with 1% - 3% for the other countries in the sample. These 

comparisons are difficult to align with comparisons of day case activity. The day case 

activity rate in Ireland has been estim ated at less than 50% of the rate in Canada and below 

the OECD average by 12% (PA Consulting Group, 2007a). Conversely, allocations of

Although it is noted that private health insurance com panies are becom ing more actively involved in 
health promoting activities (e.g. sponsoring health-related activities, electronic newsletters etc.).

The allocations to medical goods are identical to those included under the analysis o f  providers and are not 
discussed again here.
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hospital resources to out-patient care (excluding day care) are lower in Ireland relative to 

these SHA countries.

Expenditure on ambulatory care providers is mainly allocated to out-patient activities, and 

this represents the main source of funding for these activities and this is consistent with 

other SHA countries.

6.1.3.5 Subsidies and reliefs

Public expenditure is inclusive of tax reliefs and subsidies. Tax relief on private health 

insurance prem ium s has been allocated under government general administration costs, 

although it has been acknowledged that it does not strictly fit within this category (see 

Chapter 5). Tax relief on health expenses has been allocated across functions and providers 

in line with the proportional breakdown of out-of-pocket health expenditure. Subsidies for 

medicines under the different public drug schemes (e.g. Drugs Payment Scheme, Long 

Term Illness Scheme) have been included in public expenditure. To avoid double counting, 

private sources have been allocated net of these reliefs and subsidies. Similarly, public 

expenditure has been recorded net of private income. W hile consistent with the SHA 

methodology, one disadvantage of this approach is the lack of visibility of these reliefs and 

subsidies."^

Tax relief on private insurance premiums and medical expenses are examples of tax 

expenditures. The term tax expenditure captures the fact that tax reliefs can be directly 

compared with explicit expenditures. Both are directed at particular

activities/institutions/individuals in order to achieve specific goals (Callan et al., 2006b). 

Tax expenditures have attracted much attention in Ireland in recent years, amidst concerns 

that a small num ber of high earners were using property-based reliefs to write off

The O ECD proposes a separate set o f  “sectoral flow-of-financing accounts” that would capture the flows 
o f these transfers (e.g. subsidies and reliefs) and show the financing shares o f  the ultimate bearers o f 
expenditure (OECD, 2000: 76). Stages II and 111 o f  the flow  o f  funds focuses on the ultimate recipients and 
ultimate contributors to health resources.
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considerable am ounts o f  tax liabilities. T his prom pted a m ore general review  by C allan et 

al. (2006b) o f  the system  o f tax reliefs and exem ptions in Ireland.

W hile d irect expenditure  program m es are highly visible, tax expenditures are less visible 

and transparent, as dem onstrated  in this analysis."*  A lso, norm al governm ent expenditures 

are subject to annual scrutiny w ithin the budget process, yet m any tax reliefs are not tim e 

lim ited and roll over from  one year to the next w ithout any autom atic re-evaluation. W ith 

these issues in m ind, Callan et al. (2006b) show the im portance o f  investigating w hether 

direct expenditure  w ould better achieve the objectives o f  a tax expenditure in a m ore 

effective and efficient m anner.

Tax re lief on private health  insurance prem ium s receives a lot o f  public attention  and it is 

im portant to see it in the context o f  the overall health care resource envelope. This relief 

accounts for 2 .5%  o f public health care expenditure. The re lief is justified  in governm ent 

policy as one o f  a range o f  strategies purposely in troduced to support the purchase of 

private health insurance by those w ho can afford it (D O H C , 1999b). A lthough it is difficult 

to gauge the elasticity  o f  dem and for private health insurance, the fact that the relief 

represents 22%  o f private health insurance prem ium s expenditure, suggests that it has som e 

influence on the dem and for health insurance.

As noted above, the existence o f the private health  insurance m arket is actively  supported 

by G overnm ent because it is regarded as a vital source o f  financing for health  care in the 

system . T he tax relief on prem ium s is further justified  as an im portant incentive given that 

“those w ho opt for private cover effectively  forgo a statu tory  entitlem ent w hile continuing 

to contribute to the funding o f the public health service through taxation” (D O H C , 1999b: 

24).

T hese justifica tions im ply that p rivately  insured care is expected  to m ake an im portant 

financial contribution  to the public health  resource envelope and to physically  relieve the

Tax expenditures (e.g. tax relief on private health insurance premiums and on health expenses) are not 
included in the annual expenditure estim ates for each sector but are separately published by the Revenue 
Commissioners.
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public system of demand for care. The level o f tax relief can thus be compared with income 

received by the public health system from privately insured care. Payments on behalf of 

privately insured patients for public hospital charges (e.g. in-patient charges, day case 

charges) are equivalent to less than 3% of total (gross) public health funding. The rest of 

private health insurance expenditure accrues primarily to consultant specialist care (as 

highlighted earlier) and to private hospitals. Effectively, the Government recoups a net of 

0.5% of total public health care funding from the private insurance system. Rather than 

exempting privately insured individuals from the income tax and social insurance 

contributions that are subsequently directed to public hospital care (health care funding is 

not earmarked in the system), the Government offers tax relief that almost matches the 

financial contribution of privately insured care to the public health system. The analysis 

suggests that the net financial effect o f privately insured care on public resources is almost 

zero.

In fact, subsidisation of privately insured care is even higher than what is indicated by the 

tax relief granted on premiums. The bed charges collected for private care in public 

hospitals are not considered to reflect the full economic cost o f that care and this is 

discussed in more detail in Chapter 7. Taking this additional subsidisation into account, 

privately insured care is estimated to have a net negative financial impact on the public 

resource envelope. In addition, there is evidence that the non-financial effect o f privately 

insured care on the public hospital system is not neutral. These financial and non-financial 

impacts of privately insured care are discussed further in Chapter 7 where the results from 

the rest o f the flow o f funds analysis can be used to investigate the issues in more detail. As 

w ill become clear throughout the rest o f this chapter and the next, the close interaction 

between public and private care in public hospitals is known to “ create perverse incentives, 

be inequitable in terms of access and utilisation” , and to undermine the public hospital 

system (Nolan, 2005: 6).

The estimated revenue cost o f tax relief on health expenses amounts to less than 1% of total 

public non-capital expenditure, and this is equivalent to less than 6% of out-of-pocket 

resources.
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Another way of targeting expenditure to achieve particular objectives is to provide 

subsidies to individuals/groups for specific expenditures. The Government subsidises the 

cost of prescribed medicines for all individuals without medical cards in the system. The 

magnitude of these subsidies is similar to the estimated cost of the insurance premium and 

health expenses tax reliefs combined. Subsidies under the Drugs Payment Scheme account 

for 2.7% of the total public resource envelope and the Long Term Illness Scheme accounts 

for an additional 1 %.

Together the tax reliefs and subsidies account for over 7% of the total public current 

resource envelope. It is important to investigate who benefits from the tax expenditures and 

subsidies to determine how equitably the resources are distributed across the different 

entitlement groups. This is assessed in stage II of the flow of funds. The questions of 

whether their objectives are being achieved, and whether they would be better achieved via 

alternative mechanisms, need to be asked. The opportunity costs of these resources also 

need to be considered, and in Chapter 7 the resources foregone on tax reliefs are compared 

with the costs of other policy options that are available to the health sector to improve 

equity.

6.1.4 Summary of 6-1

The objective of this part of the analysis has been to combine public and private sources of 

Irish health care financing in a single framework, identifying how these sources are 

allocated across providers and across functions. This is the first time that the System of 

Health Accounts has been applied to Irish data. As well as providing the first stage in the 

flow of funds framework for investigating equity, the application is important as an end in 

itself and contributes to the Irish and international health accounting literature. The analysis 

has made a number of observations and these are summarised here.

To align Irish health expenditure to the OECD functional definition of health, almost 13% 

of gross public expenditure is excluded and future revisions might further increase this.
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Ireland is consisten t w ith o ther countries w ith public financing  accounting  for a large 

proportion  o f  the total resource envelope, fo llow ed by ou t-o f-pocket household  expenditure 

and private insurance sources. Ireland is unusual in the lack o f  any real d istinctions 

betw een the allocations o f  general governm ent and social security  revenues across 

providers and functions. A lthough the estim ate  o f  p riva te  health  insurance claim s 

expenditure  is m ore accurate, and larger, than has been p rev iously  recorded, it continues to 

represen t the sm allest proportion  (<9% ) o f total resources.

D espite accounting  fo r a relatively sm all proportion  o f total resources, private sources o f 

finance can play a dom inant role in specific areas o f  health  care. O ut-of-pocket 

expenditures m ake im portant contributions to ou t-patien t cura tive  care, in particu lar care 

provided by G Ps, dentists and other health practitioners, and to m edical goods. This 

concentration  o f ou t-o f-pocket expenditure on prim ary care  is linked w ith the structure of 

en titlem ents to public health  resources, explored in m ore detail in stage II o f  the analysis.

Private health insurance accounts for a small proportion  o f  total expenditure  on public 

hospital in-patient care. This is in spite o f  stated governm ent support to private  health 

insurance as an im portan t source o f funding for the public hosp ita l system . Instead, a large 

proportion o f  private insurance claim s expenditure is d irected  to consultants, m ade visible 

in this analysis by reporting  these paym ents separately from  hospital resources.

Tax reliefs and subsid ies together account for m ore than 7%  o f  the public health  resource 

envelope.

T he application  o f  the  SH A  to Irish data is also im portant in its contribu tion  to  the flow  of 

funds analysis. W ith regard to the central m otivation underp inn ing  the developm ent o f this 

flow  o f funds, to assess equity  in Irish health care financing, a num ber o f  points have been 

raised at this stage. F irst, the data confirm  that private sources o f financing represent a 

sm all proportion  o f  total health  care resources but can m ake im portant contribu tions to 

specific health  care services. This supports the conclusion in C hapter 4 that problem s in 

in terpreting  progressiv ity  m easures for private financing canno t be ignored in the Irish
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context, providing motivation for an alternative approach to measuring equity in health 

care finance. Second, although the breakdown o f health expenditure by broad categories is 

consistent with patterns observed in other countries, the analysis highlights a range of 

specific resource flows (e.g. tax reliefs, subsidies) that need to be examined in more detail 

in terms o f their distributional implications. Third, the complicated contribution o f private 

health insurance to the resource envelope underlines the importance o f investigating 

public/private interaction in the health care system in light of the concerns raised in 

Chapter 3 about two-tier access to public hospital care. Fourth, the categorisation o f health 

expenditure by health care providers and functions widens the scope o f equity analysis, by 

introducing the possibility of investigating patterns of equity in different components of the 

health care system (e.g. equity in primary care, secondary care etc.) rather than in an 

aggregated approach.
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Chapter 6-2 Flow of Funds II 

Providers (and sources) to individuals

6.2.1 Introduction to Chapter 6-2

Chapter 6-1 has identified the flow of total public and private sources to health care 

providers, and functions. This sub-division extends the analytic focus to identify the 

distribution o f health care resources from providers to the population. Data are unavailable 

to allocate total resources across individuals and thus this analysis refers to a subset o f the 

total health care resource envelope (Data sample 2).''®

First, the allocations of these resources by entitlement groups are presented and discussed. 

The results are presented in similar format to those in stage I. To keep the analysis concise, 

results are focused on the ICHA-HP provider classifications and the presentation is 

modified to include health care functions o f interest. Hospital resource allocations are sub

divided into in-patient and out-patient (including day case) care. Resources allocated to 

dispensing chemists (HP.4.1) are sub-divided into allocations on prescription and non

prescription medicines. Private insurance payments to consultants, identified separately 

(for visibility) under payment to health care professionals in the first stage (HP.3.1.2), are 

now included in hospital care (in-patient and out-patient). The entitlem ent categories are 

ranked by mean income (see Chapter 3), presenting the lowest income (medical card) 

group first and the highest income (privately insured) group last. Second, the results from 

the need-standardisation analysis are presented and interpreted in terms of horizontal equity 

principles.

6.2.2 Results from Methods II

Table 6.2 presents the distribution of health care resources across providers for each 

entitlement group. For each entitlement group, resource allocations are concentrated on

Residential (H P .2.2) and out-patient (H P .3.4) expenditure under the m ental health program m e account for 
the largest sources o f  om itted expenditures in Data sam ple 2 relative to D ata sam ple 1.
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services provided by hospitals, ambulatory care providers, and on prescription medicines. 

There are variations in the degree of concentration across the entitlement groups. Hospital 

services account for a higher proportion (50.3% - 52.4%) of total allocations to the medical 

card and dual cover groups relative to the non-covered and privately insured groups (39% - 

43.2%).

Ambulatory care providers account for 24.2% - 27.9% of allocations to the privately 

insured and non-covered groups, compared with 12.2% - 17.7% of total allocations to the 

dual cover and medical card groups.

A higher proportion of total allocations are concentrated on prescription medicines for the 

non-covered group relative to the other three entitlement categories.

Analysis in stage I identified the separate allocation of public and private resources across 

providers. Thus, the allocation of resources to each entitlement group across providers can 

be sub-divided into public and private sources (Tables 6.3 and 6.4).

For all entitlement categories, the largest proportion of public resources is allocated to 

hospital care, ranging from 37.9% for the dual cover group to 51.8% for the medical card 

group. Hospital resource allocations are more concentrated on out-patient care for the 

privately insured group than they are for the other groups.

The distribution of public resources by providers for the medical card group is very similar 

to that for the distribution of total resources. This indicates that public resources account 

for the majority of health care resources allocated to this group. For the group with dual 

cover, public resources are more concentrated on nursing and residential care facilities, 

ambulatory care, and on prescription and non-prescription medicines relative to the 

distribution of total resources for this group.

For the non-covered and privately insured groups, a smaller proportion of public resources 

are allocated to ambulatory care and medicines relative to the distribution of total
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resources. Within ambulatory care, the proportion of public resources allocated to GP 

services for these groups (<1.5%) is smaller relative to the distribution of total resources, 

and is also smaller than the proportion allocated for the medical card and dual cover groups 

(>6%).

For private resources, the distribution of out-of-pocket expenditure is presented separately 

to private health insurance. Out-of-pocket payments by the medical card holders and the 

group with dual cover are concentrated on non-prescription medicines and other medical 

goods. Out-of-pocket payments by the non-covered and privately insured groups are 

distributed more widely across the providers relative to the medical card and dual cover 

groups. Out-of-pocket payments for hospital care are observed for the non-covered group 

only.

Private insurance claims expenditure is allocated to the dual cover and privately insured 

groups. The distribution across providers is similar for these groups and is heavily 

concentrated on hospital care (>87% including payments to consultants), particularly for 

the group with dual cover (95.9%).

Analysis in stage I highlighted the differences in the allocation of public, out-of-pocket and 

private insurance sources across providers (and functions). The results here show that the 

allocations of public and private resources across providers are different for each 

entitlement group.
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Table 6.2 Distribution of health care resources by provider for each entitlement group, 2004 (Column %)

Health care by provider
ICHA-HP
Code

Allocations to entitlement categories, 2004 (Column %)

Total
Medical card Dual cover PrivatelyNon-covered insured

Hospitals HP.1 50.32 52.39 39.05 43.23 46.54
of which:

Hospital in-patient HC.1.1 44.25 41.54 29.39 27.63 36.42
Hospital out-patient (including day cases) HC.1.2 6.07 10.85 9.66 15.60 10.13

Nursing and residential care facilities HP.2 7.38 11.46 0.90 0.55 4.55
Providers of ambulatory health care HP.3 17.72 12.22 27.93 24.23 20.86
Offices of physicians HP.3.1 6.22 4.94 7.94 5.80 6.22
General practitioners HP.3.1.1 6.22 4.94 7.94 5.80 6.22
Other physicians (e.g. consultant specialists) HP.3.1.2
Offices of dentists HP.3.2 0.97 1.22 7.91 7.01 3.98
Offices of other health practitoners HP.3.3 0.28 0.39 2.77 3.00 1.54
Out-patient care centres HP.3.4 5.57 2.76 3.93 3.40 4.38
IVIedical and diagnostic laboratories HP.3.5 - - - - ■

Providers of home health care services HP.3.6 1.84 1.11 0.15 0.11 0.97
Other providers of ambulatory health care HP.3.9 2.83 1.80 5.22 4.91 3.77
Retail sale and other providers of medical goods HP.4 19.83 17.94 26.99 19.43 20.57
Dispensing chemists HP.4.1 19.27 17.50 22.99 15.37 18.38
o l which: -

Prescriptions HC.5.1.1 16.72 15.47 19.97 13.38 15.98
Other medicines (non-prescription) HC.5.1.2 2.55 2.03 3.02 2.00 2.39

All other sales of medical goods HP.4.2-4.9 0.56 0.44 4.00 4.05 2.19
Provision and administration of public health programmes HP.5 0.11 0.07 0.32 0.27 0.19
General health administration and insurance HP.6 4.57 5.92 4.78 12.29 7.25
Government administration of health HP.6.1 4.54 2.75 4.52 3.88 4.17
Social security funds HP.6.2 - - 0.17 0.14 0.07
Other social insurance HP.6.3 - - - - ■

Other (private) insurance HP.6.4 - 3.16 - 8.27 2.98
All other providers of health administration HP.6.9 0.03 - 0.09 - 0.03
Other Industries (rest of the economy) HP.7 - - - - -

Establishments as providers of occupational health care services HP.7.1 - - - - -

Private households as providers of home care HP.7.2 - - - - -

All other industries as secondary producers of health care HP.7.9 - - - - -

Rest of the world HP.9 0.06 - 0.04 - 0.03

Total public & private health expenditure 100.00 100.00 100.00 100.00 100.00
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Table 6.3 Distribution of public health care resources by provider for each entitlement group, 2004 (Column %)

Health care by provider ICHA-HP
Code

Allocations to entitlement categories, 2004 (Column %)

Total
Medical card Dual cover Non-covered Privately

insured

Hospitals HP.1 51.84 37.90 50.26 43.23 48.49
of which:

Hospital in-patient HC. 1.1 45.59 27.48 36.34 23.77 37.85
Hospital out-patient (including day cases) HC. 1.2 6.26 10.42 13.92 19.46 10.64

Nursing and residential care facilities HP.2 7.61 15.36 1.41 1.00 5.92
Providers of ambulatory health care HP.3 18.26 17.15 22.15 22.87 19.73
Offices of physicians HP.3.1 6.41 6.93 1.17 0.92 4.52
General practitioners HP.3.1.1 6.41 6.93 1.17 0.92 4.52
Other physicians (e.g. consultant specialists) HP.3.1.2 - - - - -
Offices of dentists HP.3.2 1.00 1.72 5.62 5.75 2.74
Offices of other health practitoners HP.3.3 0.29 0.54 0.70 0.86 0.50
Out-patient care centres HP.3.4 5.74 3.88 6.19 6.19 5.75
Medical and diagnostic laboratories HP.3.5 - - - - -
Providers of home health care services HP.3.6 1.90 1.56 0.24 0.19 1.27
Other providers of ambulatory health care HP.3.9 2.92 2.53 8.23 8.95 4.95
Retail sale and other providers of medical goods HP.4 17.40 22.00 18.08 14.32 17.13
Dispensing chemists HP.4.1 17.23 21.70 17.59 13.76 16.81
of which:

Prescriptions HC.5.1.1 17.23 21.70 17.59 13.76 16.81
Other medicines (non-prescription) HC.5.1.2 - - - - -

All other sales of medical goods HP.4.2-4.9 0.18 0.29 0.48 0.57 0.31
Provision and administration of public health programmes HP.5 0.11 0.09 0.50 0.50 0.25
General health administration and insurance HP.6 4.71 7.50 7.53 18.08 8.44
Government administration of health HP.6.1 4.68 3.86 7.14 7.07 5.48
Social security funds HP.6.2 - - 0.26 0.26 0.09
Other social insurance HP.6.3 - - - - -
Other (private) insurance HP.6.4 - 3.63 - 10.75 2.84
All other providers of health administration HP.6.9 0.03 - 0.14 - 0.03
Other industries (rest of the economy) HP.7 - - - - -
Establishments as providers of occupational health care services HP.7.1 - - - - -
Private households as providers of home care HP.7.2 - - - - -
All other industries as secondary producers of health care HP.7.9 - - - - -
Rest of the world HP.9 0.06 - 0.06 - 0.04

Total public non-capital health expenditure 100.00 100.00 100.00 100.00 100.00
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Table 6.4 Distribution of private health care resources by provider for each entitlement group, 2004 (Column %)

Health care by provider
ICHA-HP
Code

Allocations of out-of-pocket expenditure, 2004 (Column %)
Allocations of private health insurance, 

2004 (Column %)

Medical
card

Dual cover Non-covered
Privately
Insured

Total out'of’ 
pocket

Dual cover
Privately
Insured

Total private 
health insurance

Hospitals HP.1 - - 19.64 - 7.29 95.91 87.05 89.15
o f which:

Hospital in-patient HC.1.1 - - 17.37 - 6.45 82.99 65.11 69.34
Hospital out-patient (including day cases) HC.1.2 - - 2.27 * 0.84 12.92 21.95 19.81

Nursing and residential care facilities HP.2 - - - - - 1.93 - 0.46
Providers of ambulatory health care HP.3 - - 37.93 49.06 39.78 - 2.40 1.83
Offices of physicians HP.3.1 - - 19.68 20.96 18.29 - 2.40 1.83
General practitioners HP.3.1.1 - - 19.68 20.96 18.29 - 2.40 1.83
Other physicians (e.g. consultant specialists) HP.3.1.2 - - - - - - • •
Offices of dentists HP.3.2 - - 11.88 16.99 13.31 - - -
Offices of other health practitoners HP.3.3 - - 6.37 11.11 8.18 - - -
Out-patient care centres HP.3.4 - - - - • - - •
Medical and diagnostic laboratories HP.3.5 - - - - - - • -
Providers of home health care services HP.3.6 - - - - - - - -
Other providers of ambulatory health care HP.3.9 - - - ■ - - - -
Retail sale and other providers of medical goods HP.4 100.00 100.00 42.43 50.94 52.93 - • -
Dispensing chemists HP.4.1 86.82 89.65 32.34 34.45 39.20 - - -
o f which: - - -

Prescriptions HC.5.1.1 - - 24.08 25.65 22.38 - - -
Other medicines (non-prescription) HC.5.1.2 66.82 89.65 8.25 8.79 16.82 - - -

All other sales of medical goods HP.4.2-4.9 13.18 10.35 10.09 16.49 13.73 - - -
Provision and administration of public health programmes HP.5 - - - - - - -
General health administration and insurance HP.6 - - - - 2.16 10.55 8.57
Government administration of health HP.6.1 - - - - - - -
Social security funds HP.6.2 - - - - - - -
Other social insurance HP.6.3 - - - - - - -
Other (private) insurance HP.6.4 - - - - 2.16 10.55 8.57
All other providers of health administration HP.6.9 - - - - - - -
Other industries (rest of the economy) HP.7 - - - - - - -
Establishments as providers of occupational health care services HP.7.1 - - - - - - -
Private households as providers of home care HP.7.2 - - - - - ■ -
All other industries as secondary producers of health care HP.7.9 - - - - - - -
Rest of the world HP.9 • “ - - - - ‘

Total private health expenditure 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00
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The finance mix o f total resource allocations to entitlement groups is illustrated in Figure 

6.10. Public sources account for the largest proportion of resource allocations to all four 

entitlem ent groups. Allocations to the medical card group are almost fully funded from 

public sources (97.1% ) with a small proportion o f out-of-pocket payments. More than 71% 

of allocations to the group with dual cover are financed by public sources, with the balance 

funded mainly from private health insurance (26.5%).

Private sources account for a larger proportion of allocations to the non-covered and 

privately insured groups relative to the medical card and dual cover groups. Out-of-pocket 

payments fund 36.6% o f allocations to the non-covered group and 22.7% of allocations to 

the privately insured group. Private insurance accounts for 22.4% of allocations to the 

privately insured group.

Figure 6.10 Resource composition of allocations to each entitlement group, 2004 (%)

m edical card  dual co \« r non-covered privately insured

□  public re so u rc es  ■ ou t-o f-pocket re so u rc e s  0 private health in su rance

The full range o f health care providers given by the detailed ICHA-HP classifications are 

grouped to sim plify the presentation of the following results. The groups focused on 

include: hospitals (including nursing and other residential care facilities); GPs; dentists and
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other health practitioners; medicines (prescription and non-prescription); and other medical 

products. The resource make-up o f allocations to each entitlement group varies by each of 

these health care provider categories (Figures 6.11 - 6.14).

Allocations to the medical card group for services provided by hospitals (and other 

residential care), GPs, other health practitioners, and for prescription medicines, are fully 

funded by public resources. Public resources account for a smaller proportion o f allocations 

for other medical products (30.6%), and make no contribution to non-prescription 

medicines. Out-of-pocket payments account for the majority o f the allocations for these 

two services.

Figure 6.11 Resource composition of allocations to the medical card group by health care 

provider, 2004 (%)
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D public resources ■ out-of-pocket resources

Allocations to the group with dual cover for GP and other health practitioner services, and 

for prescription medicines, are fu lly  funded from public resources. Public funding also 

contributes to a large proportion o f hospital (and other residential) resources for this group 

(60%), and the balance is provided from private insurance claims expenditure (40%).
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Allocations for non-prescription medicines are funded fu lly from out-of-pocket payments. 

Allocations to this group for other medical products comprise o f public (47%) and out-of- 

pocket (53%) resources.

Figure 6.12 Resource composition of allocations to the dual cover group by health care 

provider, 2004 (%)

GP Demists & Prescription Non OtherHospital
(incl. nursing other medicines prescription medical

& other practitioners medicines goods
residential 
facilities)

□  public resources □  out-of-pocket resources □  private health insurance |

Allocations to the non-covered group are financed from public and out-of-pocket resources. 

A large proportion of hospital (and other residential care) expenditure on the non-covered 

group is funded from public resources (82.5%) and the balance is funded from out-of- 

pocket payments. Public resources also account for a high proportion of allocations for 

other health practitioner services (64.8%) and for prescription medicines (55.9%). Out-of- 

pocket payments represent over 90% of allocations for GP services. Allocations for other 

medical products are also mainly funded by out-of-pocket payments (92.3%) and non

prescription medicines are fu lly  funded by out-of-pocket resources.
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Figure 6.13 Resource composition of allocations to the non-covered group health care 

provider, 2004 (%)
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□ public resources ■ out-of-pocket resources

Public, out-of-pocket, and private insurance claims expenditure fund the allocations to the 

privately insured group. Public funds contribute to a large proportion of hospital (and other 

residential care) resources (56.8%) and the balance is provided by private health insurance 

claims expenditure. A large proportion o f the allocations for other health practitioner 

services and prescription medicines are funded from public resources (62.8% and 56.5% 

respectively) with the balance financed by out-of-pocket expenditure (37.3% and 43.5% 

respectively). More than 82% of allocations for GP services are funded from out-of-pocket 

payments. As with the other entitlement groups, out-of-pocket payments account for the 

majority o f funding for other medical products (92.3%) and for all o f non-prescription 

medicines.
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Figure 6.14 Resource composition of allocations to the privately insured group by health 

care provider, 2004 (%)

Public resources are earmarked to specific individuals. The types o f restrictions placed on 

these funds have been categorised into four categories to aid the discussion. The base 

category involves no restrictions. Table 6.5 presents the proportion o f public resources 

subject to each type of earmarking for each o f the main health care providers. Figure 6.15 

illustrates the comparison between the earmarking patterns for total, hospital and GP 

resources.

Less than 9% o f total public resources have no elig ib ility restrictions attached (category 1). 

More than 55% of public resources are eligible for all individuals but with varied co

payment requirements (category 2). The balance o f public resources, 35.5%, is earmarked 

to specific individuals/groups (categories 3-4).

The majority o f hospital (including other residential) resources are allocated to category 2 

where there are no individual-specific eligibility restrictions, but there are varied co

payment requirements. Over 98% of public GP resources and all public prescription

Hospital (incl. 
nursing & 
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residential 
facilities)
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other medicines prescription goods 

practitioners medicines

□ public resources ■ out-of-pocket resources o  pri\«te health insurance

I
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resources are earmarked for specific individuals/groups (categories 3-4). Excluding 

hospital resources, the proportion o f public resources allocated to specific 

individuals/groups (categories 3-4) increases to 68.2%.

Table 6.5 Proportion of public resources earmarked by type of restriction, 2004 (%)

1 2 3 4

Provider category
No restrictions 

(no co-payments)

No restrictions 
(varying 

co-payments)

Restricted to 
specific 

individuals

Other restricted 
(specific groups)

Total
%

Hospital in-patient 
(incl. other residential)

88.00 8.27 3.72 100.0

Hospital out-patient 
(incl. day cases) - 99.30 0.49 0.21 100.0

Total hospital - 90.41 6.61 2.97 100.0

GP 1.16 - 92.79 6.04 100.0

Dentists
& other practitioners

34.19 39.32 9.88 16.61 100.0

Prescription medicines 98.01 1.99 100.0

Other medical goods 2.05 - 32.06 65.90 100.0

Public health & 
administration 43.56 56.44 - 100.0

Total incl. hospital 8.62 55.85 30.74 4.79 100.0
Total excl. hospital 19.45 12.39 61.08 7.08 100.0
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Figure 6.15 Proportion of total public, hospital, and GP resources earmarked by type of 

restriction, 2004 (%)
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Table 6.6 outlines the proportion of total resources received by each entitlement group. 

More than 44% (€4.38bn) o f health care resources (in Data sample 2) are allocated to the 

medical card group, and 8.6% are allocated to those with dual cover. The non-covered 

group receives 14.4% and the privately insured receive 32.8% (€3.3 billion) o f resource 

allocations. The table also presents the allocations across entitlement for each health care 

provider. The proportion o f total resources allocated to each entitlement group is not 

uniform across all health care providers.

The distributions are different for public and private resources. Public resources are more 

heavily concentrated on the medical card group. More than 56% of public expenditure is 

allocated to the medical card group and 8% is allocated to those with dual cover. The 

allocations o f public resources to the non-covered and privately insured are 12% and 23.7% 

respectively. Relative to total resource allocations, out-of-pocket resources are more 

heavily concentrated on the non-covered (37.2%) and privately insured categories (52.4%).
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Private insurance claims expenditure is divided between the dual cover (23.7%) and 

privately insured (76.3%) groups.
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Table 6.6 Distribution of health care resources across entitlement groups for each health care provider, 2004 (row %)

Health care by provider
ICHA-HP
Code

Allocations to entitlement categories, 2004 (Row/ %)

Medical card Dual cover Non-covered
Privately
insured

Total public & 
private non-capital 

expenditure

Hospitals HP.1 47.73 9.68 12.11 30.48 100
o f which:

Hospital in-patient HC.1.1 53.64 9.81 11.65 24.89 100
l-lospital out-patient (including day cases) HC.1.2 26.48 9.21 13.77 50.55 100

Nursing and residential care facilities HP.2 71.56 21.64 2.84 3.95 100
Providers of ambulatory health care HP.3 37.51 5.04 19.33 38.12 100
Offices of physicians HP.3.1 44.16 6.83 18.44 30.58 100
General practitioners HP.3.1.1 44.16 6.83 18.44 30.58 100
Other physicians (e.g. consultant specialists) HP.3.1.2
Offices of dentists HP.3.2 10.79 2.65 28.72 57.85 100
Offices of other health practitoners HP.3.3 8.07 2.16 25.98 63.79 100
Out-patient care centres HP.3.4 56.15 5.43 12.94 25.48 100
Medical and diagnostic laboratories HP.3.5
Providers of home health care services HP.3.6 84.27 9.89 2.25 3.59 100
Other providers of ambulatory health care HP.3.9 33.13 4.11 19.98 42.77 100
Retail sale and other providers of medical goods HP.4 42.56 7.50 18.94 30.99 100
Dispensing chemists HP.4.1 46.30 8.19 18.06 27.45 100
a t which:

Prescriptions H C .5 .1.1 46.18 8.32 18.03 27.46 100
Other medicines (non-prescription) HC.5.1.2 47.10 7.31 18.23 27.36 100

All other sales of medical goods HP.4.2-4,9 11.25 1.74 26.35 60.66 100
Provision and administration of public health programmes HP.5 25.41 3.00 24.26 47.33 100
General health administration and insurance HP.6 27.85 7.02 9.51 55.63 100
Government administration of health HP.6.1 48.11 5.68 15.66 30.56 100
Social security funds HP.6.2 - - 33.89 66.11 100
Other social insurance HP.6.3
Other (private) insurance HP.6.4 - 9.11 - 90.89 100
All other providers of health administration HP.6.9 51.16 - 48.84 - 100
Other industries (rest of the economy) HP.7
Establishments as providers of occupational health care services HP.7.1
Private households as providers of home care HP.7.2
All other industries as secondary producers of health care HP.7.9
Rest of the world HP.9 82.46 - 17.54 - 100

Total public & private non-capital health expenditure 44.15 8.60 14.44 32.81 100
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Assessment of the allocation of resources across the entitlement groups needs to control for 

population size. The percentage share of total mean allocations to each entitlement group is 

presented in Figure 6.16. The group with dual cover receives 43.7% of total mean 

allocations, followed by the medical card group with 30.7%. The privately insured group 

receives 15.2% and the non-covered group receives the lowest share of mean resources 

(10.4%). These trends are primarily driven by the pattern of public resource allocation.

Figure 6.16 P ercentage distribution of total mean allocations ac ro ss  entitlem ent groups by 

so u rce  of finance, 2004
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Table 6.7 outlines the mean allocations of resources (public and private) to the entitlement 

groups for each of the main health care services (as identified above). For each of these 

services, with the exception of out-patient services, the dual cover and medical card groups 

receive larger mean allocations relative to the non-covered and privately insured groups.

The gap in the mean allocations between the dual cover and medical card groups, and 

between the privately insured and the non-covered, is larger for hospital services than for 

the other health care services (i.e. GP, other practitioners, medicines). These differences are
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mainly driven by the role of private insurance resources supplementing the allocations for 

hospital care to the dual cover and privately insured groups.

Table 6.7 Mean allocations to the entitlement groups by source of finance for key health

care services, 2004 (€000)

Mean allocations to entitlement categories, 2004 (€000)

Health care by provider
Medical card Dual cover Non-covered

Privately
Insured

Total resources
Public resources 5.08 5.29 1.11 1.38
Out-of-pocket 0.16 0.17 0.67 0.61
Private health insurance 2.00 0.61
Total 5.24 7.45 1.78 2.60

In-patient hospital (Incl. other residential)
Public 2.77 2.25 0.44 0.37
Out-of-pocket - 0.12
Private health insurance - 1.69 0.40
Total In-patient 2.77 3.95 0.56 0.77

Out-patient hospital (Incl. day cases)
Public 0.37 0.63 0.18 0.33
Out-of-pocket 0.02
Private health insurance 0.26 0.13
Total out-patient 0.37 0.89 0.20 0.46

GP
Public GP 0.34 0.37 0.01 0.01
Out-of-pocket GP - 0.13 0.13
Private health insurance GP 0.01
Total GP 0.34 0.37 0.15 0.16

Dentists and other practitioners
Public 0.48 0.46 0.19 0.22
Out-of-pocket 0.12 0.17
Private health insurance
Total other practitioners 0.48 0.46 0.32 0.39

M edicines - prescriptions
Public 0.92 1.17 0.20 0.21
Out-of-pocket 0.16 0.16
Private health insurance -
Total prescriptions 0.92 1.17 0.37 0.36

M edicines - non-prescription
Public
Out-of-pocket 0.14 0.15 0.06 0.05
Private health insurance - -
Total non-prescriptions 0.14 0.15 0.06 0.05
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Table 6.8 presents the mean allocations of public tax reliefs and other subsidy schemes. 

Tax relief on health insurance is granted only to those who purchase private insurance. The 

mean allocations to the dual cover group are higher than those to the privately insured 

group. The non-covered and privately insured groups benefit from higher mean allocations 

of public tax relief on health expenses relative to the medical card and dual cover groups.

The government Drugs Payment Scheme is allocated almost evenly to the non-covered and 

privately insured groups. The framework also permits identification of specific treatment 

schemes, in particular the National Treatment Purchase Fund (NTPF). Following 

reasonable assumptions that individuals who hold private insurance are unlikely to need 

funding from the NTPF, the mean allocations benefit the medical card and non-covered 

groups.

Table 6.8 Mean allocations of public tax reliefs and subsidies to the entitlement groups 

2004 (€000)

Health care by provider
Mean allocations to  entitlem ent ca tegories, 2004 (€000)

Medical card Dual cover Non-covered Privately
insured

Private health insurance tax relief 0.20 - 0.16

Health ex p en ses tax relief 0.002 0.001 0.05 0.04

D rugs Paym ent Schem e - 0.12 0.11

National Treatm ent P urchase Fund (NTPF) 0.04 0.01 -
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6.2.3 Interpretation of results from Methods II

6.2.3.1 Distribution by provider

Stage I o f the resource flow analysis identified the distribution o f total health care resources 

across providers (and functions). The results from stage II extend the analytic focus and 

identify this distribution separately for each entitlem ent group. The distribution of 

resources (from Data sample 2) across providers is different for each entitlement group.

Variations in health care needs can be expected to influence the health care providers that 

are used by different groups. Health care needs are assumed to be greater in the medical 

card and dual cover groups (see Chapter 3). The relatively high concentration of resources 

on nursing and residential care facilities for these two groups is consistent with their older 

age profile. Greater health needs might require more advanced and intensive secondary 

level treatment and the high proportion of resources allocated to in-patient hospital care for 

these two groups fits with this expectation.

There is a greater emphasis on ambulatory care providers in allocations to the non-covered 

and privately insured groups and this is consistent with their relatively younger, healthier 

profiles.

Analysis of the separate distributions for public and private sources reveals a complicated 

picture. The public/private mix of allocations varies by entitlem ent group, and within that, 

by health care provider. Allocations to the medical card group are almost fully funded from 

public resources and the majority of resources to the dual cover group are also public. This 

is the case for hospital, primary care providers and prescription medicines, with the 

exception that for hospital care, private insurance accounts for an important part of the 

allocations to the dual cover group. There are some minor services for which private 

resources dominate (e.g. non-prescription medicines). The public/private mix of resource 

allocations is more varied for the non-covered and privately insured groups. A large 

proportion of hospital and prescription medicine allocations are financed by public 

resources while the majority of GP allocations are financed from private resources. Private
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resources include out-of-pocket and private insurance claims expenditure, the latter 

accounting for an important part of hospital allocations to the privately insured group. To 

understand these complex patterns, an investigation of the eligibility restrictions on public 

resources is required.

The analysis identified four distinct ways in which public resources are ‘earm arked’. In the 

base case (i.e. no restrictions), resources are allocated in the government budget to specific 

providers/functions. All individuals are entitled to avail of the public funding for these 

services and resources are to be rationed according to health care dem and, with no co

payment requirements. Examples of resources in this category include budget allocations to 

public health programmes and specific health prevention schemes (e.g. primary childhood 

immunisation scheme, child health examinations, children’s ophthalmic scheme). These 

represent less than 9% of total government resources. Thus, the majority of public health 

care resources are allocated to services that require some degree o f private supplementation 

from at least some individuals.

Two, resources are allocated to specific providers/functions and all individuals are entitled 

to avail of the services but some are also required to make co-payments. In theory the 

resources for these services are allocated across individuals on the basis of need. However, 

the presence of differential charges indicates the potential for financial barriers to affect 

utilisation and hence the allocation of resources. The most prominent exam ple of this type 

is public expenditure on public hospitals. Given the dominance o f hospital funding in the 

overall resource envelope, this restriction category captures more than 55% of public 

resources. All individuals are eligible to receive care from the public hospital system while 

those without a medical card are required to pay out-of-pocket charges (up to an annual 

maximum). The data indicate that the non-covered make out-of-pocket payments for 

hospital care while the privately insured rely on insurance claims to cover these costs.

Three, resources are allocated to providers/functions for which only specified individuals 

are eligible. There may or may not be additional out-of-pocket charges for the eligible 

individuals. Almost 31% of the total public budget is earm arked in this format. Allocations
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to GP and prescription services (with no additional out-of-pocket charges) for the two 

medical card groups are two examples. Private resources are required by the non medical 

card groups to fill the gap left by their ineligibility for publicly funded GP care. Private 

health insurance cover for GP care is limited in the Irish system and the allocations to GP 

services for both the non-covered and privately insured are dominated by out-of-pocket 

resources. The non medical card holders are not eligible for free prescriptions under the 

medical card scheme but are eligible for the Drugs Payment Scheme. This scheme is 

another example of restricted public expenditure, restricted to expenditure on prescription 

medicines for specified (i.e. non medical card) individuals. In this case the eligible 

individuals are required to pay the first €85 per month on the prescription bill. The 

prescription medicine allocations to the non-covered and privately insured show a mix of 

funding from public and out-of-pocket resources.

Category three also includes public expenditure for private hospital treatment under the 

National Treatm ent Purchase Fund (NTPF), granted to individuals who have waited a 

specified length of time for public treatment in a public hospital. Tax relief on private 

health insurance is granted only to those who pay private health insurance premiums. Other 

individual-specific schemes include expenditure under the Health (Amendment) Act 1996 

for a defined group of individuals with Hepatitis C'^°, and the M ethadone Treatment 

Scheme (covering the cost of M ethadone treatment for approved clients).

Four, there are resource flows that are difficult to describe by a particular ‘type’. Such 

resources are allocated not for a specific health care provider/function, but to a general 

scheme for which there are a number of eligibility conditions which may or may not define 

a specific group of individuals. Tax relief is available on a range of health expenses (above 

an annual threshold) that are not otherwise funded by the state or by private health 

insurance. The allocation o f this relief depends on who makes out-of-pocket payments, 

how the resources are spent, and who chooses to make a claim. Eligibility for subsidies 

under the Treatm ent Benefit Scheme is based on defined contribution levels to this pool of

The Health (A m endm ent)  Act 1996 covers certain health services for individuals who contracted Hepatitis 
C from the use o f  H um an Im munoglobulin-Anti  D or the receipt within the state o f  another blood product or 
transfusion.
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funding. These types of earmarking are estimated to account for less than 5% of the total 

public resource envelope.

An additional, fifth type of restriction, refers to health care providers/functions that are not 

covered by the public budget. Non-prescription medicines and a range of other medical 

products are exam ples.’^' Thus, private resources may be directed to those health care 

services for which there is no public funding available, for anyone. For all entitlement 

groups, the allocations to non-prescription medicines are fully funded from out-of-pocket 

resources. Similarly a large proportion of allocations for other medical products are funded 

from out-of-pocket resources.

The description of the eligibility restrictions on public resources points to a supplementary 

role for private resources in the system. The data show that reliance on private resources to 

fill gaps left by ineligibility for public resources varies across providers and across 

entitlement groups. Medical card and dual cover groups mainly face restrictions in the last 

type (i.e. for services not covered at all by the public sector) and out-of-pocket resources 

for these two groups are concentrated on non-prescription medicines and other medical 

products. The non-covered and privately insured are exposed to charges for a wider range 

of health care services including hospital services (restrictions in type 2), GP and 

prescription services (restrictions in type 3) and non-prescription medicines and other 

medical products (restrictions in type 5). The distribution of private resources, in particular 

out-of-pocket payments, is more widely spread across providers for these two groups than 

for the two medical card groups. For some services, the privately insured group is able to 

replace out-of-pocket payments with prepaid private insurance resources.

It is also noted that the beneficiaries of eligibility restrictions in types 3 and 4 are varied 

and in some cases the earmarking is in favour of the non medical card groups (e.g. health 

insurance tax relief).

As noted earlier, non-prescription m edicines are not synonym ous with ‘over-the-counter’ m edicines. Som e  
medicines that are available over-the-counter (i.e. without prescription), can also be prescribed by a medical 
professional (e.g. mineral supplements, pain reliefs etc.). Public resource allocations to prescription m edicines 
under the medical card and Drugs Payment schem es include som e m edicines that are also available over-the- 
counter (PCRS, 2008).
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The restriction descriptions do not provide explanation for the observed concentration of 

private insurance on hospital care resources for the dual cover and privately insured groups. 

This concentration is observed despite the fact that hospital care is subject to restrictions of 

type 2 where everyone is eligible to benefit from public resources although those without a 

medical card are liable for charges. There are well-known reasons why hospital care 

dom inates private health insurance coverage. This analysis shows that the supplementary 

role is not the only, or even main reason. The analysis also raises an interesting question as 

to why some other areas of health care, where public resource restrictions to specific 

groups approach 100% (e.g. GP care), have not, at least until now, attracted more demand 

for private insurance coverage.

There are a number of points at which individuals are exposed to fees in order to 

supplem ent what is available (if anything) from public resources. The non-covered and 

privately insured are vulnerable to these charges at many more points in the system relative 

to the medical card and dual cover groups. The extent to which the available resources 

meet the level required to match health care need remains unanswered but is explored in 

more detail below. The entitlement restrictions show that the non-covered and privately 

insured are reliant to a much greater degree on private resources to meet care demands, 

thereby exposing them to relatively greater risks of failing to meet them. In practice, the 

purchase of private health insurance by the latter group shields them from some of those 

risks.

Overall, the analysis here shows that allocations to the different entitlement groups are 

financed by different mixes of public and private resources. A range of restrictions on 

eligibility for public funding confers a supplementary role for private resources and there is 

evidence of this supplementary role. In some cases out-of-pocket resources are used and in 

others private insurance premiums are used. Interestingly, private health insurance covers 

expenditure on care for which there are fewer restrictions on the public resources. The 

group with dual cover is not exposed to charges at all for hospital care and yet private 

insurance resources make up almost 40% of allocations to this group for this level of care. 

The non-covered group relies on out-of-pocket resources to fill the gaps while the privately
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insured group is able to replace some o f the out-of-pocket payments with private insurance 

resources. This shows that a) private health insurance is not purchased solely as a means to 

cover public charges, and b) is not directed to where public cover is most restricted. The 

analysis does not indicate the extent to which resource allocations, including private 

supplementation, are consistent with health care needs and this is examined in more detail 

below.

6.2.S.2 Distribution by entitlement

The observed distribution o f public and private resources across health care providers for 

each entitlement group shows consistency with the elig ib ility restrictions placed on public 

resources, with some exception in the concentration of private insurance resources on 

hospital care. For each o f the main health care services, it is also important to look at the 

level of resources allocated on average to individuals in each entitlement group.

The group with dual cover commands the highest proportion o f mean allocations, followed 

by the medical card group. This is consistent with the evidence o f lower health status in 

these two groups. Yet there are some interesting variations to this overall pattern.

W ithin hospital care, mean allocations for out-patient care to the privately insured group 

are higher than the mean allocations to the medical card group. Detailed results indicate 

that while the mean allocation o f public resources to these two groups is similar, additional 

resources, from private insurance claims, are available to the privately insured group 

thereby driving up the allocation.

The mean allocations to the non-covered group are lower than to the other three entitlement 

groups for many health care services. However, the size o f this gap varies and for some key 

health care services, in particular GP and prescription medicines, the mean allocations to 

the non-covered and privately insured groups are almost equal while for hospital services 

the gap is larger. For in-patient care, the mean allocations o f public resources are higher for 

the non-covered than for the privately insured and the opposite pattern is observed for out-

- 2 3 8 -



patient care. While the privately insured group relies on private insurance claims to 

supplement the public resources, the non-covered supplements public resources with out- 

of-pocket resources, but to a lower degree than the supplementation by the privately 

insured. In contrast, for GP and prescription medicines, where private insurance plays 

little/no role, mean public resource allocations and out-of-pocket supplementation used by 

the two groups are similar.

Sim ilar patterns are observed in the gaps between allocations to the medical card and dual 

cover groups. Mean public allocations to the medical card group are higher than to the dual 

cover group for in-patient services and the opposite is the case for out-patient services. In 

both cases the dual cover group supplements available public resources with private 

insurance. A different pattern is observed in the allocations for other health care services. 

Public resource allocations for GP care and other services are similar for these two groups, 

and where applicable, mean levels of out-of-pocket supplementation are similar.

These patterns suggest two things. First, where private insurance is used it supplements 

public resources to a greater degree than out-of-pocket payments. This may signal inability 

on the part of the non-covered to secure health care to a level com m ensurate with need. 

Second, the pattern o f public allocations across entitlement groups differs for hospital care 

from the other main health care services with larger gaps between mean allocations (for 

both in-patient and out-patient r e s o u rc e s ) .O v e ra l l ,  while the allocations across the 

entitlement groups are broadly consistent with the expected health needs, more rigorous 

control of the need factors is required, investigated in section 6.2.4.

6.2.3.3 Reliefs and subsid ies

The analysis from this section also permits assessment o f the allocation o f the different tax 

reliefs and public subsidies, identified at stage I.

A s outlined  in Chapter 5 , the d istinction  b etw een  p ub lic  and private in-patient utilisation  in the data has 
been  estim ated  and the resu lts are to be interpreted w ith caution  although sen sitiv ity  an a lysis (see  Chapter 6- 
5) d o es not raise large doubt over  the a llocation s.
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Logically, the relief on health insurance premiums is restricted to the two groups who 

purchase private health insurance. The relief benefits both those at the highest end of the 

incom e distribution (privately insured) and those in a lower (but not the lowest) income 

group (dual cover). The effectiveness of this relief in terms of meeting a socio-economic 

target would be regarded as limited. The target of benefiting those who can afford private 

health insurance is of course very effective. In this case, the expenditure allocation is 

successful in meeting the target, while it is the value of the target itself that needs to be 

questioned. This analysis lends support to the recommendations that have been made in the 

past for the abolition of this form of relief (Commission on Health Funding, 1989).

The mean allocation of relief to the group with dual cover is higher than to the privately 

insured group. The tax is levied at the standard rate, and is deducted at source, for all 

individuals (i.e. even if they are not paying tax). The results suggest that the group with 

dual cover is buying more expensive private insurance packages relative to those in the 

privately insured group and thereby benefits from higher premium tax re lie f This 

observation is consistent with the older age and lower health status profile of the dual cover 

group. Community rating applies in the private health insurance market in the sense that all 

individuals are charged the same rate for a specific product. However, the insurance 

companies are allowed to offer different health insurance products of varying prices and it 

is possible that more advanced products are purchased by older individuals. Detailed data 

on the age, sex, and socio-economic profiles of privately insured individuals are 

com mercially sensitive and are difficult to a c c e s s . T h i s  precludes more detailed 

conclusions about the distributional impact of this form of government tax re lie f 

Discussion in Chapter 6-3 further suggests that private insurance premium  payments, and 

hence the receipts of premium tax relief, are under-stated with respect to the privately 

insured group in these data.

Medical expenses tax relief benefits those who pay more than €125 per annum  (or €250 per 

annum for two or more persons claiming together). The majority o f tax relief on medical

Private health insurance com panies do not publish many details on the profiles o f  their consum ers for 
com petition reasons.
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expenses is allocated to the non-covered and privately insured groups. This is a logical 

consequence of the public resource entitlement restrictions outlined earlier. The potential 

for tax deductible out-of-pocket expenditure applies only to those required to make 

substantial out-of-pocket health outlays. As illustrated, the non-covered and privately 

insured are required to supplement available public resources for a number o f key health 

services. The stated objective of this relief is to assist taxpayers with unpredictable and 

emergency medical expenditures. Specifically, it was promoted as being o f particular 

benefit to those “who have no medical cards, normally no VHI [Voluntary Health 

Insurance]'^'* but who have high medical bills” (Dail Eireann, 1994: 140). The objective to 

reduce the cost burden for the non-covered group is met to some extent. However, the 

relief is granted at the individual’s marginal tax rate, thereby benefiting those on higher 

incomes by a higher proportion. W ithin the non-covered and privately insured groups, the 

benefits from this form of tax relief are likely to be concentrated on individuals with higher 

incomes.

Public expenditure under the Drugs Payment Scheme is earmarked according to type 3 and 

the beneficiary groups are pre-defined. By design, the non-covered and the privately 

insured benefit from this scheme. Public spending under the National Treatm ent Purchase 

Fund also comes under the third type o f restriction, earmarked for those waiting for public 

treatment. The medical card and non-covered groups are assumed to benefit most from this 

Fund. In both cases, availability of more detailed data could identify the distribution of 

resources within the recipient groups. It is also informative to look at both sides of the 

resource flows for these government schemes (i.e. contributions and allocations) and this is 

taken up later in the analysis.

V H I  H e a l th c a r e  w as  the  on ly  p r iv a te  h ea l th  insurer  (apar t  f rom  sm a lle r  R estr ic ted  M e d ic a l  U nd er tak in g s)  
in I re land  until  1997.
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6.2.4 Need-standardisation results

6.2.4.1 Data sample

To investigate horizontal equity in health care resource allocation (i.e. equal treatment for 

equal need), methods for indirect need-standardisation were outlined in Chapter 5. 

Standardisation analysis was conducted on the subset of total resources that could be 

allocated to individuals in the Living in Ireland Survey using benefit incidence techniques 

(equivalent to 76% of total health care resources) (i.e. Data sample 3).'^^

6.2.4.2 Un-standardised concentration indices and distributions by income

Tables 6.9-6.11 present the un-standardised concentration indices, together with the 

underlying income'^^ distributions, of total, public, and private health care expenditure for 

the main health care provider categories.

The concentration index for total health expenditure is pro-poor and significant'^^ 

(p<0.000) although the underlying distribution is uneven across income deciles. There are 

variations in the distributions by health care provider. The concentration indices for GP and 

in-patient services, prescription and non-prescription medicines are significantly pro-poor 

(p<0.000) and in each case more than 50% o f resources are allocated to individuals in the 

first four (lowest) income deciles. Allocations o f expenditure on other health practitioners 

(dentists, opticians etc.) and on other medical products are pro-rich (p<0.000). The 

concentration index for out-patient expenditure is also pro-rich but is not statistically 

significant (p<0.561) and the allocations are very uneven across the income deciles.

The proportional allocation o f resources across the four entitlement categories is consistent between Data 
sample 2 and 3 for all health care providers with the exception o f services provided by other health 
practitioners. A total of €414.5 million o f disability expenditure on other health practitioners is included in 
the former but not in the latter analysis. The distribution o f expenditure on other health practitioners in the 
latter sample is more heavily concentrated on the non-covered and privately insured groups. This under-states 
the allocation to the medical card groups, where inclusion o f disability expenditure increases their 
proportional allocation.

Disposable, equivalised income.
Throughout this thesis, the term ‘significance’ refers to statistical significance that is at least at the 10% 

significance level (i.e. p<0.1). Where appropriate, the level o f significance w ill be specified in the text.
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Separate analysis o f  public and private resource allocations highlights variations in the 

direction o f inequality across the incom e distribution. The concentration index for total 

public expenditure is significantly pro-poor (-0 .23 , p< 0.000) w hile that for total private 

expenditure is significantly pro-rich (0.17, p<0.000). There are also variations in the 

distribution o f expenditure by health care provider category within the public and private 

resource envelopes. The distribution o f public expenditure on GP services is more 

concentrated at the low est incom e deciles relative to the public resource allocations for 

other health care providers. The distribution o f  private expenditure has a pro-rich pattern 

for m ost o f  the main health care services'^*, with the exception o f non-prescription 

medicines.

P r iv a te  e x p e n d i tu r e  o n  G P  v isi ts ,  p re sc r ip t io n  an d  n o n -p re s c r ip t io n  m e d ic in e s ,  a n d  o th e r  m e d ic a l  p ro d u c ts  
is a lm o s t  fu l ly  c o m p r i s e d  o f  o u t - o f - p o c k e t  e x p e n d i tu r e .  T h e  c o n c e n t r a t io n  in d ic e s  fo r  th ese  se rv ices  can  be  
c o m p a r e d  w i th  the  in d ic e s  for o u t - o f - p o c k e t  r e s o u rc e s  g e n e ra te d  in C h a p te r  4 ,  b a s e d  o n  1999  H B S  data .  T h e  
indices fo r  G P s /d o c to r s ,  p re sc r ip t io n  m e d ic in e s  an d  o th e r  m e d ic a l  p r o d u c t s  a re  p ro -r ich  in b o th  se ts  o f  resu lts  
but th e  a b s o lu te  v a lu e s  o f  the in d ic e s  d if fer .  T h e  index  fo r  n o n -p re s c r ip t io n  m e d ic in e s  is p ro - r ich  in the 
results in C h a p te r  4 an d  p r o -p o o r  in the  a n a ly s is  in this c h a p te r .  C h a p te r  4  m a d e  u se  o f  ac tua l  h o u se h o ld  level  
e x p e n d i tu r e  on  n o n - p re s c r ip t io n  m e d ic in e s  w h i le  the a n a ly s i s  in this c h a p te r  has e s t im a te d  the  d is t r ib u t io n  o f  
n o n -p re s c r ip t io n  m e d ic in e s  b a s e d  o n  G P  u t i l isa t ion .  R e la t iv e  to the a n a ly s is  in C h a p te r  4 ,  the  re su l t s  for  n o n 
p re sc r ip t io n  m e d ic in e s  in this c h a p t e r  a re  s h o w n  to  be  b ia s e d  in f a v o u r  o f  g ro u p s  at  the  lo w e r  e n d  o f  the 
in co m e  d i s t r ib u t io n  (b e c a u s e  o f  h ig h e r  G P  u t i l i sa t io n  at th is  e n d  o f  the d is t r ib u t io n ) .
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Table 6.9 Income distribution of total health care financing by health care service (%) and concentration indices, 2004

Incom e decile 
(equivalised disposable 

income)

Disposable
income

Hospital 
(incl. other residential)

GP
Dentists & 

other 
practitioners

Medicines „  , . . .
Other m edical Total public 

& private
In-patient Out-patient Prescription

Non- products 
prescription

Shares by decile (%):
1 3.34 13.85 9.29 15.95 5.95 13.99 16.75 3.18 12.48
2 4.60 23.06 11.74 18.42 5.22 13.93 19.36 3.49 17.32
3 5.83 13.47 9.09 9.62 6.48 11.16 9.82 5.53 11.26
4 7.30 6.86 7.38 10.20 7.44 11.08 10.19 5.50 8.10
5 8.55 9.87 12.79 10.42 9.12 10.41 10.38 8.48 10.36
6 9.57 7.66 8.26 7.33 11.33 8.71 7.18 10.22 8.24
7 11.06 5.58 6.96 5.72 11.03 6.45 5.46 11.33 6.57
8 12.69 5.04 7.02 7.46 10.38 7.46 7.17 10.03 6.64
9 14.88 11.21 15.86 7.72 14.50 8.64 7.13 14.03 11.41
10 22.18 3.41 11.61 7.18 18.54 8.17 6.56 28.20 7.63

Share in total (%): 45.09 13.34 7.44 6.64 19.25 2.88 1.76

Dominance tests:

Against 45° line -t-" non-dom + a + a+ a+

Concentration index 0.29 -0.23 0.03 -0.18 0.21 -0.13 -0.21 0.34 -0.12
Cl standard error 0.004 0.063 0.049 0.019 0.030 0.012 0.019 0.071 0.032
Cl p value 0.000 0.000 0.561 0.000 0.000 0.000 0.000 0.000 0.000

Notes to table:

Shares by decile: Bold indicates the percentage shares of income/expenditure are significantly different to the population shares (at p<0.05).

Dominance tests: - indicates the concentration curve is dominated by the 45° line.

+ indicates the concentration curve dominates the 45° line.

Multiple comparison approach is applied. Decision rule makes comparisons al 19 quantiles and rejects the null of no significant difference betw/een the
curves if there is at least one signficant difference in one direction and no significant difference in the other (at p<0.05).
“ Using the alternative Intersection Union Principle (stricter decision rule), there is non-dominance between the curves.

Using the alternative Intersection Union Principle (stricter decision rule), the curves cross each other.
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Table 6.10 Income distribution of public health care financing by health care service (%) and concentration indices, 2004

Income decile 
(equlvalised disposable 

income)

Disposable
income

Hospital 
(Incl. other residential)

In-patient Out-patient

GP
Dentists & 

other 
practitioners

Medicines

Prescription Non
prescription

Other medical 
products

Total public

Shares by decile (%):
1 3.34 16.39 10.84 25.30 9.89 16.59 10.43 15.43
2 4.60 26.71 12.98 30.29 7.45 16.69 12.11 21.34
3 5.83 15,43 9.66 12.19 7.69 12.48 8.37 13.19
4 7.30 6.02 7.65 8.67 8.37 10.73 7.71 7.53
5 8.55 10.17 13.30 9.16 9.35 9.94 10.13 10.54
6 9.57 6.60 7.89 4.77 11.15 8.20 8.40 7.29
7 11.06 5.18 6.80 2.38 9.67 5.51 8.45 5.70
8 12.69 4.20 6,68 3.96 9.66 6.27 7.53 5.43
9 14.88 7.12 14.03 1.75 12.65 6.95 9.23 8.33
10 22.18 2.18 10.17 1.52 14.13 6.64 17.65 5.22

Share In total (%): 49.83 15.11 5.68 4.10 21.37 0.30

Dominance tests:

Against 45^ line non-dom non-dom

Concentration Index
Cl standard error 
Cl p value___________

0.29
0.004
0.000

-0.33
0.050
0.000

-0.03
0.047
0.573

-0.48
0.020
0.000

0.09
0.024
0.000

- 0.21
0.012
0.000

0.04
0.068
0.568

-0.23
0.030
0.000

Notes to table:

Shares by decile: Bold indicates the percentage shares of income/expenditure are significantly different to the population shares {at p<0.05).

Dominance tests: indicates the concentration curve is dominated by the 45° line.
■ indicates the concentration curve dominates the 45° line.

Multiple comparison approach is applied. Decision rule makes comparisons at 19 quantiles and rejects the null of no significant difference between 
the curves If there is at least one signficant difference in one direction and no significant difference in the other (at p<0.05).

Using the alternative Intersection Union Principle (stricter decision rule), there is non-dominance betw/een the curves.
Using the alternative Intersection Union Principle (stricter decision rule), the curves cross each other.

- 2 4 5 -



Table 6.11 Income distribution of private health care financing by health care service (%) and concentration indices, 2004

Income decile 
(equlvalised disposable 

income)

Hospital

GP
Dentists & 

other 
practitioners

Medicines
Other medical 

products Total private
income

In-patient Out-patient Prescription
Non-

prescription

Shares by decile;
1 3.34 4.04 2.38 4.79 2.80 4.98 16.75 2.16 5.12
2 4.60 8.91 6.22 4.24 3.45 4.30 19.36 2.28 7.29
3 5.83 5.86 6.51 6.54 5.52 6.56 9.82 5.13 6.43
4 7.30 10.09 6.18 12.02 6.70 12.28 10.19 5.18 9.53
5 8.55 8.68 10.51 11.92 8.94 12.07 10.38 8.25 9.92
6 9.57 11.74 9.90 10.39 11.48 10.50 7.18 10.48 10.62
7 11.06 7.13 7.70 9.70 12.12 9.69 5.46 11.74 8.72
8 12.69 8.29 8.57 11.62 10.95 11.58 7.17 10.38 9.65
9 14.88 27.06 24.01 14.83 15.98 14.53 7.13 14.71 19.08
10 22.18 8.19 18.02 13.93 22.06 13.51 6.56 29.69 13.64

Share in total (%): 32.81 8.76 12.01 13.22 13.76 10.35 5.53

Dominance tests;

Against 45^ line cross a - a - + a a

Concentration index 0.29 0.16 0.27 0.17 0.31 0.16 -0.21 0.38 0.17
Cl standard error 0.004 0.088 0.053 0.025 0.036 0.025 0.019 0.070 0.036
Cl p value 0.000 0.065 0.000 0.000 0.000 0.000 0.000 0.000 0.000

Notes to table:

Shares by decile: Bold Indicates the percentage shares of Income/expenditure are significantly different to the population shares (at p<0.05).

Dominance tests: indicates the concentration curve is dominated by the 4 5 ' line.
+ indicates the concentration curve dominates the 4 5 ' line.

Multiple comparison approach is applied. Decision rule makes comparisons at 19 quantiles and rejects the null of no significant difference between the 
curves if there is at least one signficant difference in one direction and no significant difference in the other (at p<0.05).

Using the alternative Intersection Union Principle (stricter decision rule), there is non-dominance between the curves.
Using the alternative Intersection Union Principle (stricter decision rule), the curves cross each other._____________________________________________
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6.2.4.3 Need-standardisation by income distribution

T he resuhs from the need-standardisation  analysis rely  on the accuracy w ith w hich health 

need is m odelled and controlled  for in the data. T his section exam ines the results from  the 

regression m odels o f  health  care expenditure.

Model specification

R esiduals from  one part linear regression o f  log-transform ed total health expenditure are 

m ore norm ally d istribu ted  than those generated  by one part linear regression o f the un

transform ed dependent variable. Results are presented  from  the m odel based on the log- 

transform ed dependent variable. T he W ald test statistic  is statistically  significant (p<0.000) 

indicating that the coeffic ien ts in the m odel are jo in tly  significantly  d ifferen t from  zero.

O ne part and tw o part m odels w ere estim ated  for in-patient, out-patient, and G P 

expenditure. V isual inspection  o f  the predicted  values o f  expenditure against actual values 

does not sharply d iscrim inate  betw een the one part and two part specifications. C om parison 

o f  predicted m ean expenditure  w ith actual m ean expenditure, by decile o f  predicted 

expenditure, show s closer alignm ent in the tw o part model than in the one part m odel. 

W ithin  the two part m odel, the H osm er-L em eshow  test indicates that the probit fits 

reasonably  well and there is acceptable d iscrim ination  in the m odels for in-patient, ou t

patient, and G P expenditure. For each o f in-patient, out-patient, and G P expenditure, the 

results from  the probit are m ore precisely determ ined than from  the regression part. In 

o rder to explore these findings in detail, need-standardised  d istributions across en titlem ent 

are presented from  both the one part and tw o part m odels for com parison. U nless otherw ise 

stated, d iscussion focuses on the results from  the tw o part m odel.
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Regression results
The results from linear regression of the log of total health care expenditure on the range of 

need and non-need factors are presented in Table 6.12 (independent covariates are defined 

inT able A.6.10).

Each of the health need covariates is significantly (p<0.01) related to total health 

expenditure. Health expenditure is significantly higher for older males (age 55+) than for 

younger males, and for females of any age relative to males. Relative to the base case of 

very good health, poorer health is associated with higher health expenditure. The size of the 

coefficient gets progressively larger as health status declines (i.e. from the coefficients for 

good health, to those for bad and very bad health). Limited ability to function normally due 

to ill health, and the presence of a chronic illness or disability are also associated with 

greater health expenditure.

Total health expenditure is significantly related to some of the non-need factors. Relative to 

primary education, total health expenditure is significantly higher for individuals with 

higher education qualifications (p<0.05). Total health expenditure on the medical card and 

dual cover groups is significantly greater than for the non-covered group (base category) 

(p<0.01). Total expenditure for the privately insured group is also greater than for the non

covered group, but at a lower level of statistical significance (p< 0 .1). The coefficients for 

income and location are not statistically significant.
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Table 6.12 Linear regression of total health expenditure (log) on health need and 

non-need variables

Total expenditure (log)
Linear regression

Coefficient std. error

Male aged 55+ 0,408 0.065 •”
Female aged <55 0.453 0.045 * "
Female aged 55+ 0,470 0.064 ***
Good self-assessed health 0,244 0.044 ***
Fair self-assessed health 0.757 0.076 *’ *
Bad self-assessed health 1,085 0.169 ***
Very bad self-assessed health 1,521 0.214 ***
Limited health functions 0,359 0.095 ***
Chronic illness 0.709 0.058 ***
Income (log) 0,047 0.043
Lower secondary education 0.163 0,059 •*•
Upper secondary education 0.138 0.063 **
Third level education 0.179 0,070 *•
Location (outside Dublin) -0,025 0.044
Medical card 0.253 0.056 *”
Privately insured 0,095 0.051 *
Dual cover 0.728 0,101 "■
Constant -1,061 0.247 **•

Regression diagnostics

Number of obs 6044
F( 17, 2810) 64.88
Prob > F 0.000
R-squared 0.3408
Root MSE 0.962

Notes to table:
... significant at 1% level
** significant at 5% level

significant at 10% level

Regression resuhs from the two part models o f in-patient, out-patient, and GP expenditure 

are outlined in Table 6.13.

Health need has a positive impact both on the likelihood and magnitude o f in-patient 

expenditure although there are some variations in statistical significance. Non-need 

variables have different impacts at each stage o f the model. Private health insurance and 

dual cover each have a positive and significant impact on the probability o f positive in

patient expenditure (p<0.05) and a negative impact on the magnitude of in-patient
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expenditure. Incom e, education  and location  do not have a significant im pact on the 

probability  o f  positive in-patient expenditure  w hile h igher education  has som e significant 

im pact on the level o f  expenditure  (p < 0 .1).

For ou t-patien t expenditure, health  need variables have a positive and significant (p<0.01) 

im pact on the probability  o f  positive expenditure. N eed also has a positive im pact on the 

level o f  ou t-patien t expend itu re  but the statistical significance o f the coefficien ts varies. 

A m ongst the non-need factors, h igher education  is significantly  associated  w ith the 

probability  o f  positive  out-patient expenditure  (p<0.01) but not as significantly  w ith the 

level o f  expenditure. P rivate  insurance and dual cover have a positive and significant 

(p<0.01) im pact both on the probability  and level o f  out-patient expenditure relative to the 

base category o f  the non-covered. Individuals living outside D ublin are sign ifican tly  less 

likely to have positive ou t-patien t expenditure  (p<0.1) but the coefficien t for location is not 

significantly  associated  w ith the level o f  expenditure.

All o f  the health need variables are positively , and significantly  (w ith one exception) 

associated  w ith the likelihood and level o f  G P expenditure  (p<0.01). A m ongst the non-need 

variables, there are d ifferences betw een the tw o parts o f the m odel. E ducation is not 

sign ifican tly  associated  w ith the probability  o f  positive G P expenditure  w hile higher 

educadon  is negatively  and significantly  (p<0.05) related to the level o f  expenditure. 

Individuals living outside D ublin are sign ifican tly  less likely to experience positive GP 

expenditure  but w here expenditure  is positive, the level o f  expenditure  is g reater for non- 

D ublin  residents (p<0.01). R elative to the non-covered en titlem ent group, the  m edical card, 

dual cover, and privately  insured groups are significantly  (p<0.01) m ore likely  to have 

positive  G P expenditure  and a higher level o f  expenditure  (not sign ifican t for the dual 

cover group). Incom e is positively associated  w ith the p robability  o f  G P expenditure 

(p<0.1) w hile it is negatively, and not significantly , related to the level o f  expenditure .

Standardised concentration indices

The need-standardised concentration  index fo r total health  expenditure  (based  on the linear 

regression o f  logged expenditure) is presented  in T ab le  6.14. The ind ices for in-patient,
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out-patient, and G P  expenditure  are also presented. For the latter, the results from the one 

part and two part m odels  are presented for com parison .

T he  need-standardised index for total expenditure  is pro-rich, but not statistically 

significant (p<0.836), in contrast to the significantly  p ro-poor un-standardised distribution 

(p<0.000). The com bined  results from  the tw o part m odels show  that hospital in-patient 

and out-patient expenditure  are each pro-rich after s tandardising for  need, but the index for 

in-patient expenditure  is not s ignificant (p<0.518). The  total tw o part index for GP 

expenditure  is pro-poor and significant (p<0.000), a lthough this is less pro-poor relative to 

the un-standardised distribution. These  results are consistent with those from the one part 

linear model a lthough there is som e variation in the m agnitude  o f  the indices. W ithin  the 

tw o part models, the indices show different patterns. For exam ple ,  for G P  expenditure, the 

probability  o f  positive G P  expenditure  (first part) has a m arg inally  pro-rich distribution 

while the index for the level o f  expenditure  (second part) is pro-poor.

T hese  results can be com pared  with previous estimates o f  need-standard ised  concentration 

indices based on Irish data. T o  aid the discussion o f  these com parisons .  Table  6.15 presents 

the above indices in the contex t o f  relevant findings for Ireland from six other international 

and Irish studies.
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Table 6.13 Regression results from two part models of in-patient, out-patient, and GP expenditure

In-patient expenditure Out-patient expenditure GP expenditure

ProbIt Truncated linear’ Probit Truncated linear Probit Truncated linear
Coefficient std. error Coefficient std. error Coefficient std. error Coefficient std. error Coefficient std. error Coefficient std. error

f^^ale aged 55+ 0.420 0.106 ” • 0.556 0.155 • " 0.298 0.098 * " 0.143 0.101 0.420 0.094 " • 0.145 0.051
Female aged <55 0.434 0.089 " • 0.125 0.136 0.279 0.068 ••* 0.198 0.064 — 0.523 0.060 " • 0.322 0.039 " *
Female aged 55+ 0.396 0.116 ••• 0.732 0.181 " * 0.337 0.095 ••• 0.127 0.083 0.656 0.102 •*• 0.306 0.051 " *
Good self-assessed health 0.077 0.081 0.169 0.129 0.305 0.068 ••• 0.073 0.067 0.248 0.064 0.204 0.037 " •
Fair self-assessed health 0.633 0.105 " • 0.502 0.160 * " 0.819 0.101 *•* 0.255 0.118 •• 0.837 0.123 * " 0.568 0.063 • "
Bad self-assessed health 0.847 0.201 *•* 0.874 0.257 * " 1.013 0.191 " * 0.347 0.159 •• 1.624 0.335 " * 0.599 0.125
Very bad self-assessed health 1.421 0.329 " • 0.534 0.260 " 1.645 0.286 " * 0.804 0.181 " * 1.044 0.461 ” 1.163 0.130 " •
Limited health functions 0.463 0.128 * " 0.066 0.127 0.299 0.113 • " 0.143 0.082 * 0.176 0.206 0.264 0.062 " *
Chronic illness 0.289 0.089 ••• 0.199 0.154 0.578 0.081 ••• 0.042 0.080 0.655 0.114 ••* 0.412 0.047
Income (log) 0.015 0.085 -0.108 0.100 0.033 0.064 -0.045 0.058 0.108 0.056 • -0.057 0.037
Lower secondary education 0.131 0.114 0.218 0.152 0.333 0.097 0.030 0.083 0.050 0.097 -0.022 0.045
Upper secondary education 0.073 0.122 0.407 0.157 " 0.293 0.102 " * 0.123 0.110 0.020 0.099 -0.104 0.050 • '
Third level education 0.041 0.137 0.393 0.212 • 0.337 0.117 ••• 0.212 0.100 *• 0.022 0.112 -0.139 0.054 **
Location (outside Dublin) 0.017 0.076 -0.072 0.106 -0.156 0.067 " 0.064 0.067 -0.201 0.072 0.163 0.037 • "
Medical card 0.166 0.115 -0.036 0.160 0.023 0.092 -0.041 0.086 0.472 0.095 " • 0.132 0.051 " *
Privately insured 0.231 0.092 •• -0.332 0.141 •• 0.351 0.073 " • 0.268 0.076 — 0.243 0.076 • " 0.123 0.045 • "
Dual cover 0.359 0.162 ** -0.185 0.239 0.448 0.150 0.271 0.124 *• 0.863 0.169 " * 0.154 0.094
Constant -2.161 0.473 " • 1.555 0.624 " -1.870 0.357 " * -0.284 0.341 -0.653 0.334 * -2.085 0.217 " *

Regression diagnostics

N 6439 N 743 N 6439 N 1599 N 6439 N 4682
Waldchi2(17) 284.42 F{ 17, 696) 8.51 Wald chi2(17) 403.29 F( 17, 1284) 5.58 Wald chi2(17) 340.26 F( 17, 2592) 68.09
Prob > chi2 0.000 Prob > F 0.000 Prob > chi2 0.000 Prob > F 0.000 Prob > chi2 0.000 Prob > F 0.000
Pseudo R2 0.1412 R-squared 0.264 Pseudo R2 0.1446 R-squared 0.0901 Pseudo R2 0.1502 R-squared 0.3254
Log pseudo-L -2014.2 Root MSE 0.912 Log pseudo-L -3079.2 Root MSE 0.734 Log pseudo-L -3142.1 Root MSE 0.707

Hosmer-Lemeshow test^ Hosmer-Lemeshow lest^ Hosmer-Lemeshow test^
Chi2(8) 14.56 Chi2(8) 9.63 Chi2(8) 7.07
Prob>chi2 0.07 Prob>chi2 0.29 Prob>chi2 0.53
ROC^ curve 0.75 ROC^ curve 0.75 ROC ̂  curve 0.75

Notes to table:
' Linear regression on log of expenditure.
 ̂Where the fitted model is correct the Hosmer-Lemeshow test statistic is well approximated by the chi-square distribution. 
 ̂Receiver operating characteristic. Acceptable discrimination in model if: 0.7 s 'area under ROC 2 0.8.

significant at 1% level 
significant at 5% level 
significant at 10% level
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Table 6.14 Un-standardised and need-standardised concentration indices for health expenditure

ln>patlent expenditure Out'patient expenditure GP expenditure
Total health 
expenditure

Two part model
One part 

model

Two part model
One part 

model

Two part model
One part 

model
One part 

modelProbit
Truncated

linear
Total 

tw o part
Probil

Truncated
linear

Total 
two part

Probit
Truncated

linear
Total 

tw o part

Un-standardised
concentration index:

Index -0.13 -0.11 -0.23 -0.23 -0.02 0.05 0.03 0.03 -0.02 -0.16 -0.18 -0.18 -0.12
Std. error 0.03 0.06 0.06 0.06 0.02 0.04 0.05 0.05 0.01 0.02 0.02 0.02 0.03

t-value -3.94 -1.73 -3.61 -3.61 -1.10 1.15 0.58 0.58 -3.74 -8.95 -9.81 -9.81 -3.62

p> iti 0.000 0.083 0.000 0.000 0.272 0.251 0.561 0.561 0.000 0.000 0.000 0.000 0.000

Need-standardised
concentration Index:

Index 0.02 -0.002 0.04 0.06 0.10 0.09 0.18 0.20 0.01 -0.08 -0.08 -0.07 0.006
Std. error 0.03 0.07 0.06 0.06 0.02 0.04 0.04 0.04 0.01 0.02 0.02 0.02 0.03

t-value 0.71 -0.03 0.65 1.00 5.16 2.06 4.20 4.96 1.22 ^ .4 5 -4.05 -3.89 0.21

p> iti 0.479 0.978 0.518 0.319 0.000 0.039 0.000 0.000 0.222 0.000 0.000 0.000 0.836
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Table 6.15 Need-standardised concentration indices for Irish health expenditure/utilisation, selected studies

Total

Reference
Year of 

data
Estimation

method
Utilisation/

expenditure

In-patient Out-patient/Medical specialist^ GP utilisation/
expenditure

Probability
T runcated 

linear
Total Probability Truncated

linear Total Probability Truncated
linear Total Total

Nolan (1993) 1987 Linear regression Expenditure na^ na na na na na na na na -0.08

van Doorslaer et al. 
(2000)

1987 Linear regression Expenditure/
utilisation na na -0.05 na na -0.07 *** na na -0.10 ” • -0.06

van Doorslaer et al. 
(2004) 1996

Two part models 
(logit & neg 
binomial)

Utilisation na na na 0.12 *• 0.03 0.14 ** 0.004 -0.07 ” -0.07 " na

Layte and Nolan 
(2004) 2000 Linear regression 

Two part models

Expenditure na na 0.04 na na 0.06 na na -0.04 *** 0.02

van Doorslaer and 
Masseria (2004) 2000

(logit & neg 
binomial)
& linear reg'

Utilisation 0.05 na -0.03 0.10 " na 0.13 ” 0.006 •* na -0.06 " na

Layte (2007) 2000 Linear regression 

Two pan models

Utilisation na na 0.08 na na na na na na na

Smith (2008) 2001 (probit & truncated 
linear)

Expenditure 0.02 -0.002 0.04 0.10 0.09 *■ 0.18 • " 0.007 -0.08 * " -0.08 " • 0.006

Notes to table:
' OLS results reported (need standardised indices from linear and two part models reported to coincide).
 ̂Differences in the wording of questions on out-patient utilisation provide some explanation for the variation in the need-standardised indices.
 ̂na = not available 
* "  significant at 1% level 
** significant at 5% level

Sources extracted from: Nolan (1993), van Doorslaer et al. (2000), van Doorslaer et al. (2004), Layte and Nolan (2004), van Doorslaer and Masseria (2004), Layte 

(2007)
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6.2.4.4 Need-standardisation by entitlement status

The need-predicted and need-standardised values that have been used to generate the above 

standardised concentration indices are re-categorised by entitlement status rather than 

income. Table 6.16 shows the percentage distribution o f total mean health expenditure, 

including actual, need-predicted and need-standardised expenditure, across the four 

entitlement groups.

Need-predicted shares o f total mean expenditure by the dual cover and privately insured 

groups are lower relative to their share o f actual mean expenditure. The opposite is 

observed for the medical card and non-covered groups where their need-predicted shares of 

mean expenditure are greater than their respective shares o f actual mean expenditure. The 

standardised distribution adjusts for the need-predicted levels o f expenditure and reflects 

the allocation o f mean expenditure that would obtain i f  everyone in the sample had the 

same health status. The group with dual cover commands the highest proportion of 

standardised expenditure (36.1%), jo in tly  followed by the medical card and the privately 

insured groups (23.3%). The non-covered group receives less than 18% of mean 

standardised expenditure.

Table 6.16 Percentage share of mean actual, need-predicted, and need-standardised total 

health expenditure by entitlement (2004)

Entitlement category

% of total mean expenditure

Actual allocation Need-predicted
allocation

Need-standardised
allocation

Medical card 29.76 32.92 23.31
Dual cover 43.02 35.47 36.10
Non-covered 10,97 15.83 17.28
Privately insured 16.25 15.78 23.31
Total 100.00 100.00 100.00
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The need-standardised results by entitlement from the separate steps in the two part models 

for in-patient, out-patient, and GP expenditure are presented in Table 6.17. The 

standardised results from the one part linear regression are included for comparison.

The need-standardised probability of positive in-patient expenditure is less than 0.2 for 

each entitlement group but the distribution is uneven. The group with dual cover has the 

highest probability o f positive in-patient expenditure (0.17) and the non-covered group has 

the lowest probability (0.10). An opposite pattern is observed in the distribution of mean 

positive in-patient expenditure. The medical card and non-covered groups each receive 

>26% of mean positive resources while the group with dual cover receives the lowest share 

(21.7%). The combined results indicate an uneven distribution of mean standardised in

patient expenditure by entitlement. The dual cover and privately insured groups receive 

25.4% - 29.8% of total mean resources compared with 21.5% - 23.3% received by the non- 

covered and medical card groups respectively.

The need-standardised probability of positive out-patient expenditure is higher than for in

patient expenditure and ranges from 0.17 for the medical card group and 0.22 for the non- 

covered to 0.32 - 0.34 for the two groups with private insurance. The distribution of mean 

positive out-patient resources shows a similar pattern by entitlement. The medical card and 

non-covered groups receive 18.7% - 21.4% of mean positive resources compared with 

28.5% - 31.5% for the dual cover and privately insured groups respectively. For the 

combined results from the two part model, these two latter groups receive more than 72% 

of mean need-standardised out-patient resources. The medical card group receives 10%, 

followed by the non-covered group with a share of 17.8%.

For GP care, the probability of positive need-standardised expenditure ranges from 0.67 for 

the non-covered group to 0.84 for the group with dual cover. The medical card and dual 

cover groups each receive more than 27% of mean positive GP resources after need- 

standardisation, compared with 22% - 22.9% for the other two groups. Consistent with a 

higher probability and a larger share of mean positive expenditure, the medical card and 

dual cover groups together receive more than 57% of total mean need-standardised GP
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resources. The privately insured and non-covered groups receive 21.7% and 20.5% of the 

total need-standardised distribution respectively.

Comparing the results across the one part and two part models, the distribution of mean 

need-standardised expenditure by entitlement follows a similar pattern in the one part and 

two part models for out-patient and GP expenditure. There is some variation between the 

one and two part models in the distribution o f  in-patient resources.

An important point on how these results are interpreted in the discussion needs to be 

highlighted here. If health resources were allocated on the basis of need alone (i.e. no 

horizontal inequity), the share of each entitlement group in the distribution of mean health 

expenditure would be expected to be equal after controlling for differential need. To aid the 

discussion. Figure 6.17 presents the shares of  each entitlement group in the need- 

standardised distribution of mean health expenditures (in-patient, out-patient, GP, and 

total) relative to the expected share in the absence of horizontal inequity.

The non-covered share of standardised mean expenditure is below the expected share for 

each type of expenditure (69% - 86%). At the other extreme, the share of standardised 

mean expenditure by the dual cover group is higher than the expected level for each type of 

expenditure (119% - 153.5%). The medical card group’s share of standardised mean 

expenditure is higher than the expected level for GP expenditure (112.2%), and lower than 

expected for other expenditures (40% - 93.2%). The privately insured share of standardised 

mean expenditure is higher than the expected share for out-patient (135.5%), close to the 

expected level for in-patient (101.7%), and lower than expected for GP expenditure 

(86.8%).
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Table 6.17 Distributions of probabilities and means of need-standardised expenditure for In-patient, out-patient, and GP expenditure by 

entitlement (2004)

In-patient expenditure Out-patient expenditure GP expenditure

Two part model One part 
model

Two part model
One part 

model
Two part model One part 

model

Probability
% share of 

mean positive 
expenditure

% share of 
mean total

% share of 
mean total

Probability

% share of 
mean 

positive 
expenditure

% share of 
mean total

% share of 
mean total Probability

% share of 
mean 

positive 
expenditure

% share of 
mean total

% share of 
mean total

Medical card 
Dual cover 
Non-covered 
Privately insured
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Figure 6.17 Share of mean health expenditure by entitlement after need-standardisation as proportion of expected share (2004, %)
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6.2.5 Interpretation of need-standard isation

6.2.5.1 Distribution by income

M ost o f  the previous analysis o f equity  in health  care expenditure  and u tilisation in the 

Irish context has focused on the d istribution  by incom e. The above concentration analysis 

can be used to com pare results w ith o ther w ork in the area. T hese com parison studies 

include: N olan (1993); van D oorslaer et al. (2000); van D oorslaer et al. (2004); van 

D oorslaer and M asseria  (2004); Layte and N olan (2004) and L ayte (2007, focusing on in

patient care only), each o f  w hich report analysis o f  Irish data. T he la tter three used data 

from  the 2000 w ave o f the L iving in Ireland Survey.

H ealth care utilisation , rather than expenditure, has been the m ain dependent variab le of 

in terest in the com parison  studies in contrast to  the focus on health expenditure  here. 

H ow ever, this section o f the analysis has been restricted to the sam ple o f data that 

perm itted  allocation across individuals using benefit incidence techniques. U nless detailed 

unit costs are available, BIA represents an analysis o f u tilisation rather than expenditure. It 

is therefore im portant to assess the value added o f analysing  expenditure  patterns rather 

than the raw  utilisation  patterns. The benefit incidence m ethods have disaggregated  health 

expenditure  by type o f  expenditure  (public/private), by facility  level, and by entitlem ent, 

generating  a range o f  unit costs for each health  care service.

It is interesting to report that the use o f  detailed unit costs yields an un-standardised  

concentration  index for total expenditure  that is close to that reported fo r total u tilisation by 

L ayte and N olan (2 0 0 4 ) .'“^ '^° The un-standardised  indices for in-patient 

u tilisation /expenditure  are p ro-poor and statistically  significant (p<0.05) in the relevant 

com parison  studies, consisten t w ith the results from  this analysis although the m agnitude of 

the index varies from  one study to another. S im ilarly , un-standardised G P 

u tilisation /expenditure  is significantly  p ro-poor (p<0.05) in the relevant studies and in this

Layte and N olan (2004) used aggregated  unit costs as a m eans o f  m easuring total health care u tilisation by 
each individual. C onsistency in data  sources indicates that the analysis in this thesis w ould have produced 
sim ilar aggregated unit costs to those o f  Layte and N olan (2004).

Layte and N olan (2004) generated  an un-standardised  concentration index for total utilisation (-0.1, std. 
e rro r 0 .024) which is very close to the index for total expenditure generated here ( -0 .12, std. error 0.032).
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study. The sign on the ou t-patien t index is less consisten t across the analyses but in all 

cases it is in sign ifican t.'^ '

It is clear that the technique o f benefit incidence analysis relies to a large extent on the 

in form ation  provided in the patterns o f  u tilisation o f  health  care services. T his supports the 

focus in the results o f  th is section, in addition to total expenditure, on in-patient, ou t

patient, and G P expend itu re  as these are the m ain u tilisation variables used in the analysis 

(e.g. the d istribution o f  prescrip tion  m edicines is based on G P utilisation patterns). Further 

sim ilarities betw een expend itu re  and u tilisation in the results from  the standardisation 

analyses are therefore expected .

T he need-standard ised  concentration  index for total expenditure  is m arginally  but not 

sign ifican tly  (p<0.836) pro-rich  and is low er than that reported  for total u tilisation  by Layte 

and N olan (2004) (see T ab le  6.15). E arlier studies using data from  the 1980s report a p ro 

poor m easure for total expenditure/u tilisa tion .

T he need-standard ised  index for hospital in-patient u tilisa tion /expenditure  is consistently  

insign ifican t across the studies although it alternates betw een p ro-poor and pro-rich. T he 

index from  this analysis is sim ilar in m agnitude to that observed for u tilisa tion  by Layte 

and N olan (2004). L ayte (2007) em ploys a m ore rigorous m easure o f  health  need in the 

standardisation  o f  in -patien t hospital u tilisation and w hile this generates a m ore pro-rich 

index, it rem ains statistically  insignificant.

T he sign ifican t (p<0.000) pro-rich  index for need-standard ised  ou t-patien t expenditure  

from  this analysis is larger than in previous studies. R esults from  tw o part m odels indicate 

that this difference in the size o f  the index is driven by h igher pro-rich inequ ity  in the level 

o f  ou t-patien t expenditure  (indices for the probability  o f  ou t-patien t expend itu re /u tilisa tion  

are sim ilar across the studies).

With the exception o f van Doorslaer et al. (2004) where un-standardised specialists visits are significantly 
pro-rich (p<0.05).
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For GP care, the need-standardised index is significantly pro-poor across the studies 

(p<0.05). The size of the index for expenditure from this analysis lies close to the top of the 

range.

The similarities in the results for utilisation and expenditure confirm that the benefit 

incidence technique draws heavily on the underlying utilisation distribution. However, the 

distributions are not identical indicating there is value added from assessing the allocation 

of resources across the population as distinct from the distribution o f utilisation. 

Nevertheless, the degree of value added could be advanced by improvements in data 

collection. BIA does not allow for different intensities in the health care resources 

consumed by service users. Yet the resources used by an elderly patient in a long-stay bed 

in hospital will be very different, with different resource cost implications, to those 

required by a young male car-crash victim. M ethods for collecting more details on resource 

intensity of health care use need to be developed in this area.

These results also confirm previous findings that need-standardised concentration indices 

are consistent between the linear one part and non-linear two part estimation specifications.

6.2.S.2 Distribution by entitlement status

Re-categorisation of the need-standardisation results by entitlem ent rather than income 

marks an interesting departure from the usual approach adopted in the literature. 

Concentration analysis involves ranking individuals according to a continuous variable of 

interest, usually income or consumption, or some other socio-economic variable. 

Entitlement is a categorical variable with overlapping income profiles and is thus not 

conducive to concentration a n a l y s i s . I n s t e a d ,  the focus on expenditure patterns, un

standardised and need-standardised, by entitlem ent rather than income ensures more direct 

examination of the details within the broad income distribution and unpicks some of the 

unevenness therein.

A lthough  it is p o ss ib le  to com p ute concentration  ind ices on grouped data, it is not appropriate in this case  
becau se  o f  the observed  overlap s in so c io -e c o n o m ic  status, particularly the overlap  in m ean in com e betw een  
the dual cov er  and n on -covered  groups.
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Comparisons o f the un-standardised concentration indices (i.e. distribution by income) with 

the un-standardised distribution of mean resources by entitlement status support this point. 

The un-standardised concentration index for total health expenditure indicates a pro-poor 

distribution. In the distribution by entitlement, the two lowest income groups (i.e. medical 

card and dual cover groups) have been shown to receive the largest proportion o f total 

mean expenditure, consistent with the pro-poor sign of the concentration index. However, 

the distribution by entitlem ent shows unevenness at the higher end of the income 

distribution. The privately insured group receives a higher proportion of total mean (un- 

standardised) resources relative to the non-covered group, which is contrary to the strict 

pro-poor trend implied by the un-standardised concentration index. Comparisons between 

the need-standardised concentration indices and need-standardised distributions by 

entitlement are undertaken below. These provide further support for the observation that 

analysis of Irish health expenditure patterns using summary concentration indices hides 

important information on uneven distributions of resources across different entitlem ent 

groups.

Earlier analysis of un-standardised mean allocations suggested that resources are broadly 

allocated in line with need but that there are likely to be other factors influencing the 

process. Indirect need-standardisation, based on regression analysis, permits more rigorous 

investigation o f horizontal equity in health resource allocations. The results confirm  the 

linkage between health resource allocations and health need. The relatively high proportion 

of total resources allocated to the medical card and dual cover groups is driven to a large 

extent by health need. This is shown in the need-standardised distribution of total 

resources. Once need has been controlled, the medical card and dual cover groups each 

receive a lower proportion of total mean resources relative to the un-standardised 

distribution.

However, as outlined earlier, if health resources were allocated on the basis of need alone 

the entitlement groups would be expected to receive an equal share o f total mean health 

expenditure after controlling for differential need. This discussion draws on Figure 6.17 

where the distribution of mean expenditure, after controlling for need, is assessed relative
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to the expected share in the absence of horizontal inequity. In the need-standardised 

distribution o f total mean expenditure, the dual cover group receives a higher proportion 

relative to the other groups (and more than 140% of the expected share) and the non

covered group receives less than 70% of the expected share. The shares allocated to the 

medical card and privately insured groups are closer to the expected level (93%). These 

results confirm  that important resource allocation patterns are occurring in the central areas 

o f the income distribution. In contrast, concentration analysis generates a non-significant 

concentration index for standardised total expenditure suggesting no significant bias in the 

allocation of resources. The categorical analysis suggests important sources of bias do exist 

and these can be linked to entitlement. This re-emphasises the point made above that 

focusing on summary concentration index measures in the Irish context risks overlooking 

important distributional patterns across the entitlem ent groups. This is of interest to health 

policy makers who have direct control over the entitlem ent structures in the system.

It is important to remember that this analysis has been restricted to the sample of data that 

could be allocated across entitlem ent groups using BIA techniques (i.e. Data sample 3) 

representing 76% of total resources. Data sample 3 captures more than 90% of total in

patient, out-patient, and GP resources. The need-standardisation analysis can thus be taken 

as representative of the allocation patterns governing the majority o f resources for these 

specific services.

The distribution of in-patient expenditure follows a similar pattern to that observed for total 

expenditure. After standardising for need, total mean in-patient expenditure is more evenly 

distributed across the four entitlem ent groups but there is a bias in favour o f the group with 

dual cover, and the non-covered receive the lowest share (<86% of the expected share). 

The shares received by the two groups with the highest (privately insured) and lowest 

(medical card) mean incomes lie in between these groups. These patterns throw light on 

why concentration analysis produces an index with no significant bias either pro-poor or 

pro-rich. The detailed results from the two part model raise an interesting point. The 

distribution across the entitlem ent groups in the probability of positive in-patient 

expenditure differs to that for mean positive expenditure, once need has been standardised.
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There is a bias in favour o f the group with dual cover (and to some extent the privately 

insured) in the probability of positive in-patient expenditure, while the non-covered group 

has a much lower probability. The distribution o f mean positive in-patient resources is 

more biased towards the medical card and the non-covered groups relative to the group 

with dual cover (and to som e extent the privately insured). This suggests that it is in the 

initial process o f admission into in-patient care that the groups without private insurance, in 

particular the non-covered group, experience disadvantage. Once in-patient care is 

initiated, this disadvantage is no longer apparent in these data.

For need-standardised out-patient expenditure, the privately insured and dual cover groups 

each receive mean shares that are more than 135% of the expected share, while the non- 

covered and medical card groups receive lower shares (<71% of the expected level). The 

pro-rich bias observed in the standardised concentration index for out-patient expenditure 

is consistent with the high share received by the privately insured group. Yet the 

concentration analysis does not reveal the divergence in the shares received by the groups 

at the middle of the income distribution (i.e. the non-covered versus the dual cover group). 

The details in the two part model show that the bias in favour of the two groups with 

private insurance operates both in terms o f the probability of initiating out-patient care and 

in the level of positive expenditure. The medical card group has the lowest probability of 

positive out-patient expenditure and the lowest share of mean positive out-patient resources 

after standardising for need. It is not clear why the medical card group receives a lower 

share of out-patient resources relative to non-covered individuals, given that the latter are 

liable for out-of-pocket charges for this care. Utilisation data for out-patient care conflate 

Emergency Department use and specialist (including day case) use. There is preliminary 

evidence that emergency care utilisation varies by entitlement and individuals who hold 

private insurance are less likely to make use o f em ergency care services relative to medical 

card and non-covered individuals (Smith, 2007). The distribution o f out-patient resources 

needs to be disaggregated to distinguish between horizontal inequity in specialist utilisation 

and in emergency utilisation.
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For total mean GP resources, the medical card and dual cover groups each receive more 

than 112% of the expected share after need-standardisation and the non-covered and 

privately insured receive less than 87%. W hile the general pro-poor bias in the need- 

standardised concentration index is reflected in this pattern (i.e. medical card group 

receives the highest share), important details are lost. The non-covered group receives a 

lower share of mean need-standardised resources relative to the higher income privately 

insured group. The dual cover and non-covered groups have similar incomes and yet the 

latter group receives a lower share o f the need-standardised GP resources. The details in 

the two part model indicate that it is in the first step, the probability of receiving GP care 

that the non-covered group is most disadvantaged relative to the other groups. The share of 

mean standardised positive GP resources received by the non-covered group is in fact 

slightly higher than that received by the privately insured group.

The variations in the need-standardisation results for these individual health care providers 

indicate the com plexity behind the summary results for total health expenditure patterns.

This analysis can be linked with section 6.2.2 which identified the financing mix of the 

health care resources allocated to each entitlem ent group. For some services, and for 

specific entitlem ent groups, private resources are required to fill gaps left by ineligibility 

for public resources. The need-standardised distributions indicate that private insurance and 

out-of-pocket resources fulfil this role in different ways.

The combined allocation of public and private insurance resources to the dual cover and 

privately insured groups for in-patient and out-patient services yields allocation shares that 

are greater than predicted by need alone. In contrast, out-of-pocket resources are required 

to fund the m ajority of GP services used by the privately insured and non-covered groups 

and these yield allocation shares that are lower than need-predicted levels. Thus, while out- 

of-pocket resources fill the gap left by lack o f eligibility for public resources to some 

degree, evidence suggests that this is not com m ensurate to need. Similarly the non-covered 

group uses out-of-pocket resources to supplem ent available public hospital resources but 

receives a low share of need-standardised in-patient and out-patient resources.
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The results suggest that reliance on out-of-pocket resources to fill gaps left by ineligibility 

for public funds inhibits needed health care (based on the average relationship observed

between health care need and expenditure/utilisation in the data). Conversely, private
133insurance is associated with a higher level of health care utilisation. As already outlined, 

a large proportion of privately insured hospital care takes place within public hospitals. 

These results are consistent with perceptions that private insurance has negative 

consequences for equity in the capacity-constrained public hospital system, biasing existing 

supply towards those with private insurance.

The results also show how analysis of horizontal equity in health resource allocation, by 

entitlement, offers insights into the interpretation of vertical equity in private sources of 

finance. Analysis of progressivity in private sources of finance in Chapter 4 emphasised the 

need to control for unobserved factors related to willingness to pay, such as variations in 

expenditure due to health care need (e.g. non-expenditure due to un-affordability), or non- 

essential expenditures by richer individuals. By controlling for health care need, and by 

linking the resource allocations with financing sources, the standardised allocations have 

broadened the understanding of the patterns of private financing for specific health 

services. To illustrate, vertical equity measures of GP out-of-pocket expenditure indicated a 

regressive pattern of payments across the income distribution (see Chapter 4). Analysis 

here has shown that after controlling for health care need, GP resources are unequally 

allocated across entitlement groups, with lower than expected levels allocated to the two 

groups that rely on out-of-pocket resources to pay for GP care. The signs that there may be 

some inhibited GP expenditure that is linked with out-of-pocket resources puts new 

perspective on the regressive patterns of out-of-pocket GP payments observed in Chapter 4.

It is im portant not to interpret the higher lev e l o f  expenditure on  the privately insured ind ividuals as ‘ov er
in vestm ent’ in health care relative to need . T he need-predicted  lev e ls  o f  expend iture/u tilisa tion  are based  on  
the average relationship  betw een  need  (and non -n eed ) variables and expend iture/u tilisation  in the data. 
R elative to this average, those w ith private health insurance m ay be rece iv in g  a h igher lev e l o f  expenditure, 
but this d oes not n ecessarily  im ply  that the average level is  itse lf  appropriate and m ay reflect an overa ll level 
o f  unm et need in the d elivery  o f  health care in the system . Others have a lso  em p hasised  this point by noting  
that there is no benchm ark for the ‘r igh t’ lev e l o f  exp end iture/u tilisation  from a m ed ical perspective (N olan  
and N olan , 2 004b ).
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6.2.5.S Regression results

N eed-standard isation  relies on the accuracy w ith w hich health  need is m odelled and 

controlled  for in the data. It is possib le that the sign ificance o f the coefficients for 

en titlem ent (and o ther non-need variables) in the regression results is capturing som e 

residual health  need. H ow ever, there is support for the observed resu lts in com parative 

studies, particularly  for G P care. N olan and N olan (2004a, 2005) have conducted  detailed 

analysis o f  G P utilisation , m aking use o f a w ide range o f health  need indicators. Results 

from  tw o part and panel data analyses confirm  the observed significant influence of 

en titlem ent on G P care in the Irish contex t even after con tro lling  for need. In his 

investigation o f inequity  in in-patient u tilisation, Layte (2007) com pared  the health need 

indicators used in this analysis w ith a com posite  m easure o f  health  need, allow ing further 

control for the possib le  biases in reporting patterns o f  health  status. R esults indicated no 

change in the sign ificance or sign o f a need-standard ised  concentration  index. It is thus 

reasonable to in terpret the significance o f the en titlem ent and o ther non-need coefficients 

as genuine indicators o f  non-need related  in fluence on health  expenditures even after 

contro lling  for health  need.

There is m ore concern w ith the specification o f the second part o f  the tw o part m odel 

which perform s less well than the first part. T his p roblem  is not unique to this analysis and 

is com m on to sim ilar studies in the literature (e.g. G erd tham , 1997, van O urti, 2004b). The 

linear m odel o f  positive health  u tilisa tion /expenditure  is expected  to  portray an om itted 

variable problem . The factors influencing the level o f  u tilisation /expenditure  include 

supply side factors that are m ore d ifficu lt to cap ture  in the data. M orris et al. (2005) 

investigated  horizontal equity  in health care use in England and included supply side 

factors into the regression equation  (e.g. num ber o f  G Ps per 1,000, average distance to 

acute providers), details that are not available in the L iving in Ireland Survey. It is also 

possib le that there is som e heteroscedasticity  rem ain ing  in the data caused by the log- 

transform ation o f the dependent variable at the second part o f  the m odel (M anning, 1998). 

Further analysis w ould need to im prove on both these issues by  cap turing  m ore data on 

supply side factors, and identify ing the nature o f  any rem aining heteroscedasticity .
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Another complication for the two part model is the possibility of multiple spells in the data 

(Pohlmeier and Ulrich, 1995). The two part specification is based on the assumption that 

the data on the dependent variable in question (e.g. GP visits/expenditure) relate to a single 

illness spell, where the first observation (e.g. first GP visit) relates to the contact decision 

and the subsequent observations relate to the frequency decision for that same spell of 

illness (Gerdtham, 1997). It is argued that this assumption is violated where the data are 

collected over a long time period. Analysis of Irish GP utilisation based on Living in 

Ireland data using the two part approach have assumed no problem of multiple spells 

(Nolan and Nolan, 2004a). For out-patient care, almost 70% of the sample used in this 

analysis had at most 2 out-patient visits and similar proportions in other studies are taken as 

a sign that multiple illness spells are a rare event (e.g. Pohlmeier and Ulrich, 1995, 

Gerdtham, 1997). The number of illness spells relating to in-patient care is more difficult to 

uncover in the data. Small sample sizes also pose problems for modelling positive in

patient and out-patient utilisation/expenditure. Further investigation can exploit the 

longitudinal nature of the Living in Ireland Survey using panel data techniques with the 

added advantage o f increasing the sample o f observations.

Studies have varied in their focus on one part and two part specifications o f the regression 

models in need-standardisation exercises. This analysis supports the general finding that 

concentration indices do not show large variation between one part and two part models. 

However, from a policy perspective, there is important information in the two part analysis 

that is lost in the one part specification. This analysis has also shown that where the focus 

is on a distribution other than income, such as entitlement, a two part model specification 

can produce some, albeit small, variations in the results, as observed here in the case o f in

patient expenditure. Recent research has also investigated a range o f two part model 

specifications in the analysis of health care data. Further analysis of Irish data could thus 

investigate the use of two part models using panel data (van Ourti, 2004b), or two part 

generalised linear regression models (Buntin and Zaslavsky, 2004).

Finally, one drawback to the indirect standardisation approach in concentration analysis has 

been identified as the requirement to pre-specify the need variables. To summarise the
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standard approach, actual u tilisation /expenditure  is standardised  for u tilisation /expenditure  

that is predicted  on the basis o f  specified need variables. The rem aining inequality  in the 

d istribution  is in terpreted  as avoidable or inequitable. Y et there m ay be different 

in terpretations o f  w hat constitu tes a need variable (van D oorslaer et al., 2004) or there m ay 

be interest in the contribution o f  all variables to the observed inequality  and not ju s t the 

need variables.

In response to these issues, there has been a shift in recent analysis o f  horizontal equity  in 

health care u tilisation /expenditure  tow ards decom position  analysis. W ag sta ff et al. (2003) 

dem onstrated  that inequality  in a variable o f  in terest is in turn caused by inequalities in the 

determ inants o f  that variable. T he authors propose a decom position  approach that indicates 

the relative im portance o f  the d ifferent inequalities in generating  the inequality  in the 

variable o f  interest. A concentration  index for a dependent variable has been show n to be 

equivalent to a w eighted sum  o f the inequality  o f  each o f its determ inants, w here the 

w eights are equal to the elasticities o f the determ inants w ith respect to the dependent 

variable (van D oorslaer and M asseria, 2004). To illustrate, recent decom position  analysis 

using Irish data  indicates that health need factors m ake p ro-poor contribu tions to the 

concentration  index for G P utilisation , m edical card status m akes a p ro-poor contribution, 

and private health  insurance m akes a pro-rich contribution  (van D oorslaer and M asseria, 

2004). The advantage o f  the decom position  approach is that g reater flex ib ility  is allow ed in 

the in terpretation o f the need variable, and it allow s identification  o f  the contribution  o f all 

regressors, not ju s t the need variables (O 'D onnell et al., 2007).

T he focus o f decom position  analysis is on the concentration  index, and cannot technically  

be applied to analysis by en titlem ent status (w hich is not conducive to  concentration 

analysis). H ow ever, at a conceptual level, the d istribution  o f  health  expenditure  by 

entitlem ent can be in terpreted  in a sim ilar way. The contribution  o f  each o f  the independent 

variables to the observed distribution  o f health expenditure by en titlem ent can be assessed 

in term s o f  a) the elasticity  o f  the variable w ith respect to the dependent variable, and b) 

the d istribution  o f the variable across entitlem ent groups. To m irror the exam ple from  

above, health need variables are (a) positively associated  w ith G P expenditure  and (b) are
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concentrated  in the m edical card and dual cover groups. In the d istribution o f GP 

expenditure  by entitlem ent, health  status contributes to higher expenditure  in the m edical 

card and dual cover groups. M edical card status follow s the sam e pattern. Private health 

insurance is (a) positively  associated  w ith G P expenditure and (b) is concentrated  in the 

dual cover and privately  insured groups. T his suggests a contribu tion  in favour o f the tw o 

groups with private health  insurance in the d istribution  o f G P expenditure  by entitlem ent. 

T he sam e process w ould be repeated for all o ther independent variables in the regression 

m odel. T ogether, the decom posed  factors suggest a concentration o f  G P resources in the 

m edical card and dual cover groups, and also in the privately  insured group. This is 

consisten t w ith the observed un-standardised  d istribution o f G P resources by entitlem ent 

w here the non-covered group receives the low est share o f  expenditure.

T his com parison show s that the exam ination  o f  horizontal equity  in resource allocations by 

entitlem ent is not conceptually  d ifferent to the concentration  (including decom position) 

analysis that prevails in the literature. H ow ever, a key contribu tion  o f the approach has 

been show n in term s o f  identify ing uneven patterns w ithin the incom e distribution  that are 

not picked up by concentration  indices. T he focus o f the concentration and decom position  

analysis is on the extrem e ends o f  the incom e d istribution , poor and rich. This is useful for 

sum m arising overall patterns and for in ternational com parisons but is less valuable in 

generating policy recom m endations w here policy m akers are interested in the im pacts of 

policies on all individuals in the d istribu tion  and not ju s t those at the extrem es. A second 

im portant contribution is in term s o f d irect linkage with financing m echanism s. A 

d istribution  o f  health expenditure  across individuals ranked by incom e cannot identify  how  

expenditures for individuals in each decile  are f i n a n c e d . I n  contrast, a d istribution  of 

health  expenditure across ind iv iduals categorised  by entitlem ent status can be d irectly  

linked w ith how  those expenditures are financed. As dem onstrated  in these results, the 

en titlem ent perspective has show n the potential roles o f  out-of-pocket resources in low

T yp ica lly , general estim ates can be m ade that the lo w est d ec iles  include m ainly m ed ical card holders, for 
w h om  health care is funded from  public resources, and sim ilarly  that the h ighest d e c ile s  are lik ely  to be  
m ainly  funded by a m ix o f  public and private health in su ran ce/ou t-of-pocket resources. H ow ever, in the 
an alysis by entitlem ent status these lin k ages w ith financing are m uch m ore p recisely  d efined .
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levels of health care relative to need, and of private health insurance in higher levels of 

health care expenditure.

6.2.6 Summat7 of 6-2

To summarise, the allocation of resources across health care providers varies by 

entitlement and is expected to be linked to different health care needs. A higher proportion 

of resources for the older and less healthy entitlement groups (medical card and dual cover) 

are allocated to long-term and in-patient hospital care.

The largest mean health care resource allocations are directed to the medical card and dual 

cover groups and this pattern is driven by the distribution of public resources. The 

allocation of health care resources across the population quantifies many of the well-known 

features of the Irish health care system, and these are linked to the entitlement restrictions 

on public resources. A wide range of restrictions are imposed on the distribution of public 

resources. Most of these eligibility restrictions are defined in terms of specific services 

and/or specific individuals. Overall, less than 9% of public health care resources are 

allocated to services that are available to the whole population without any restrictions on 

eligibility or cost sharing requirements.

Private resources are used in many cases to fill gaps left by lack of entitlement to publicly 

funded services but also to supplement public allocations (in the case of private insurance 

allocations to hospital services). Entitlement to public resources varies across the 

population and private resources play a more important role in health care allocations for 

some groups relative to others. In particular, out-of-pocket payments account for a 

relatively large proportion of total health care resource allocations to the non-covered 

group in the population, across a wide range of health services. The privately insured group 

faces similar restricted eligibility to public resources but uses a mix of private insurance 

and out-of-pocket resources to supplement the allocations. In contrast, allocations to the 

medical card and dual cover groups are predominantly financed from public sources.
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Analysis of expenditure by income has permitted comparison with other studies using Irish 

data. These com parisons indicate there is value added from assessing the distribution of 

expenditure rather than utilisation but that more in-depth data on resource use intensity is 

required to distinguish the BIA results from utilisation analysis.

Mean allocations by entitlement are broadly consistent with health care need. However, 

even after standardising for need, the distribution of mean total health care resources by 

entitlement is not uniform and shows bias towards the group with dual cover, and against 

the non-covered. M ore complex patterns observed from two part models for hospital and 

GP expenditure suggest that reliance on private resources to fill gaps left by ineligibility for 

public funds is associated with lower expenditure (out-of-pocket resources) or higher 

expenditure (private health insurance) in health care relative to need.

Overall, the second stage o f the flow of funds analysis contributes to the investigation of 

equity in Irish health care financing in a number of ways. First, discussion in Chapter 4 

concluded that interpreting measures of equity in the space of financing needs to be 

undertaken in the context o f the features of the health care delivery space. The extension of 

the SHA framework to identify the distribution of resources (by health care provider and 

function) across the population directly responds to this recommendation. Second, this 

linkage between financing and delivery shows that private sources of financing represent 

important sources of finance not just for specific health care services (known from stage I), 

but also for specific health care entidem ent groups. This further strengthens the conclusion 

reached in Chapter 4 that it is not sensible to ignore the problems in interpreting 

progressivity measures in private sources of financing in the Irish context. Third, 

straightforward interpretation o f the progressivity results for public sources of financing is 

also questioned in this analysis whereby a range of eligibility restrictions are imposed on 

public resources, not all of which are determined on the basis o f health need or socio

economic grounds.
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Fourth , categorical analysis o f  resource allocations by en titlem ent identifies uneven 

patterns that are linked to  en titlem ent structures in the system , yet these are not picked up 

in concentration  indices w here the focus is on general p ro-poor or pro-rich patterns.

F ifth , the data at this stage have been used to  investigate horizontal equity  in health  care 

delivery , analysed w ithin the financing perspective  (i.e. equity  in resource allocations 

rather than u tilisation). This linkage with financing  has allow ed interpretation o f the results 

in term s o f the resources used to finance the given allocations, in turn throw ing m ore light 

on patterns o f  vertical equity  in financing. R esults suggest signs o f  low and som e high 

expenditure, relative to need, that is linked w ith private  sources o f  financing for specific 

health  care services. A nalysis o f p rogressiv ity  o f  private sources o f  finance in C hapter 4 

em phasised  the need to control for unobserved factors related to w illingness to pay and this 

analysis has provided som e insight into these unobserved  factors.

M ore detailed  data on the price e lastic ity  o f  dem and for health care w ould  further enrich this analysis.

- 2 7 3 -



Chapter 6-3 Flow of Funds III 

Individuals to sources (and providers)

6.3.1 Introduction to Chapter 6-3

Chapters 6-1 and 6-2 have traced the distribution of health care resources from financing 

sources to providers (and functions), and from there to individuals, categorised by 

entitlement status. The third stage of the analysis identifies the contributions made by 

individuals to the public and private financing sources that make up the health care 

resource envelope. The contributions are broadly assessed against the principle of vertical 

equity and the results highlight new perspective on the progressivity findings from Chapter 

4.

The following presents the ultimate contributions by the entitlement groups to total 

resources. Results are presented for Data sample 2 to ensure direct comparability between 

the data in stages II and III of the results.

6.3.2 Results from Methods III

The distribution o f the health care resource envelope by sources of funding is presented in 

Chapter 6-2. The mean contributions by the population to these different sources of funding 

are outlined in Table 6.18.

The lowest mean contributions are by the medical card group and this is observed for both 

public and private resources. The medical card group contributes 8.1% of total mean 

resources while the dual cover and non-covered groups contribute 20.5% and 26.5% 

respectively. The privately insured group makes the largest mean contribution, representing 

more than 44% of total mean contributions.

As outlined in stage I, public resources include income tax, consumption and other tax and 

non-tax revenue, social security contributions (including a health levy) and a small
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contribution from the EU. Private resources include out-of-pocket payments and private 

health insurance premiums. The mean contributions by the entitlement groups vary by 

source of funding, particularly between public and private resources.

Within public resources, the proportion contributed by the medical card group ranges from 

2.5% - 4% of total mean income tax and social security contributions to 17.8% of total 

mean consumption tax resources. Private out-of-pocket expenditure by this group 

represents 10% of total mean out-of-pocket payments.

Contributions by the dual cover group represent 17.7% of mean public resources, ranging 

from 7.9% of total mean social security contributions to 25.8% of mean consumption tax 

payments. Within private expenditure, the group pays 51.3% of total mean private health 

insurance premiums and 10.6% of mean out-of-pocket payments.

There is less variation in the mean contributions of public resources by the non-covered 

group. Mean public contributions range from 26.3% of total mean consumption tax 

payments to 30.9% of mean social insurance contributions. Individuals in this category 

spend 41.3% of total mean out-of-pocket expenditure.

The privately insured category contributes more than 45% of total mean social security and 

income tax resources, and 30.1% of mean consumption tax payments. Within private 

resources, this category pays for 48.7% of total mean private insurance premiums. The 

contribution to total mean out-of-pocket expenditure is lower at 38.1%.
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Table 6.18 Percentage share of contributions by entitlement groups to mean resources by source of finance, 2004 (Row %)

ICHA-HF Code Sources of funding

Mean contributions by entitlement categories, 2004 
(Row %)

Total

Medical card Dual cover Non-covered
Privately
insured

HF.1 General government 9.23 17.72 27.77 45.29 100.0
HF.1.1 General government excluding social security funds 10.88 20.13 27.01 41.99 100.0

HF.1.1.1 Central government 10.88 20.13 27.01 41.99 100.0
HF.1.1.1.1 Income tax 3.88 14.40 27.69 54.03 100.0
HF.1.1.1.2 Consumption tax 17.78 25.77 26.34 30.10 100.0
HF.1.1.1.3 Other revenue 3.88 14.40 27.69 54.03 100.0

HF.1.1.2 State/provincial government
HF.1.1.3 Local/municipal government

HF.1.2 Social security funds 2.50 7.93 30.87 58.71 100.0
HF.1.2.1 Social insurance contributions
HF.1.2.2 Health levy contributions

HF.2 Private sector 5.59 28.44 23.18 42.79 100.0
HF.2.1 Private social insurance
HF.2.2 Private Insurance enterprises (other than social Insurance) - 51.26 - 48.74 100.0
HF.2.3 Private household out-of-pocket expenditure 9.97 10.56 41.34 38.13 100.0

HF.2.3.1 Out-of-pocket excluding cost sharing 10.85 11.50 36.15 41.50 100.0
HF.2.3.2 Cost-sharing: central government - - 100.00 - 100.0
HF.2.3.3 Cost-sharing: state/provlnclal government
HF.2.3.4 Cost-sharing: local/municipal government
HF.2.3.5 Cost-sharing: social security funds
HF.2.3.6 Cost-sharing: private social Insurance
HF.2.3.7 Cost-sharing: other private insurance
HF.2.3.9 All other cost-sharing

HF.2.4 Non-profit institutions serving households (other than social Insurance)
HF.2.5 Cooperations (other than health Insurance)

HF.3 Rest of the world 4.77 15.13 27.60 52.50 100.0

Total contributions to health resource envelope 8.13 20.50 26.54 44.82 100.0
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Figure 6.18 summarises the patterns in Table 6.18, identifying the mean contributions 

m ade by each entitlement group to each of the major sources of  finance: public, out-of- 

pocket, and private health insurance.

Figure 6.18 Percentage share of contributions by entitlement groups to total mean

resources by source of finance (2004)
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■ medical card □ dual cover □ non-cowered D privately insured

For each entitlement group, public and private resources account for different proportions 

of total contributions (Table 6.19). The majority of  the total contributions by each 

entitlement group are to the public resource envelope. This varies from 62.1% by the group 

with dual cover, to 80.5% by the medical card group. Consumption tax payments account 

for a larger proportion of the public contributions by these two groups relative to the non

covered and privately insured. Contributions to the private resource envelope range from 

17.9% of total contributions by the medical card group to 35.8% of contributions by the 

group with dual cover. Private insurance premium payments account for almost 30% of 

total contributions by the group with dual cover, and almost 13% of contributions by the 

privately insured group. Out-of-pocket payments play a larger role in contributions by the 

non-covered group (23.1 %) relative to the other entitlement groups.
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Table 6.19 Percentage distribution of contributions to each source of finance, by entitlement group, 2004 (Column %)

ICHA-HF Code Sources of funding

Contributions by entitlement categories, 2004 
(Column %)

Medical card Dual cover Privately
covered insured

HF.1 General government 80.46 62.12 73.96 72.48
HF.1.1 General government excluding social security funds 76.16 56.63 57.73 53.93

HF.1.1.1 Central government 76.16 56.63 57.73 53.93
HF.1.1.1.1 Income tax 10.91 16.27 23.77 27.87
HF.1.1.1.2 Consumption tax 62.67 36.52 28.34 19.47
HF.1.1.1.3 Other revenue 2.58 3.84 5.62 6.59

HF.1.1.2 State/provincial government
HF.1.1.3 Local/municipal government

HF.1.2 Social security funds 4.31 5.49 16.23 18.55
HF.1.2.1 Social insurance contributions
HF.1.2.2 Health levy contributions

HF.2 Private sector 17.87 35.75 23.10 24.16
HF.2.1 Private social insurance - - - -
HF.2.2 Private insurance enterprises (other than social insurance) - 29.88 - 12.97
HF.2.3 Private household out-of-pocket expenditure 17.87 5.87 23.10 11.19

HF.2.3.1 Out-of-pocket excluding cost sharing 17.87 5.87 18.56 11.19
HF.2.3.2 Cost-sharing: central government - - 4.54 -
HF.2.3.3 Cost-sharing: state/provincial government - - - -
HF.2.3.4 Cost-sharing: local/municipal government - - - -
HF.2.3.5 Cost-sharing: social security funds - - - -
HF.2.3.6 Cost-sharing: private social insurance - - - -
HF.2.3.7 Cost-sharing: other private insurance - - - -
HF.2.3.9 All other cost-sharing - - - -

HF.2.4 Non-profit institutions serving households (other than social insurance) - - - -
HF.2.5 Cooperations (other than health insurance) - - - -

HF.3 Rest of the world 1.67 2.12 2.95 3.37

Total contributions to health resource envelope 100.00 100.00 100.00 100.00
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Stage I indicates that the pubHc/private mix of financing sources varies across health care 

providers. The analysis o f stage I can be used to identify the public/private composition of 

contributions by each entitlement group for different health care providers. Figures 6.19- 

6.22 present the contributions made by each entitlement group to the main health care 

provider groups in the system.

Public resources account for all o f medical card contributions to services provided by 

hospitals (and other residential facilities), GPs and other health practitioners, and to 

prescription medicines. Out-of-pocket payments make up all o f medical card contributions 

to non-prescription medicines and the majority o f contributions to other medical products 

(90%+).

Figure 6.19 Resource composition of contributions by thie medical card group, by health 

care provider, 2004 (%)

Hospital 
(incl. nursing 

& other 
residential 
facilities)

GP Dentists & Prescription Non- Other 
other medicines prescription medical 

practitioners medicines goods

[^ p u b lic  resources ■ out-of-pocl<et resource ri

The health care providers in the IC H A  classification are grouped together in the same way as in Chapter 6- 
2 to simplify the presentation of the results. As in 6-2, payments to consultants for privately insured care 
provided in hospitals are included under hospital resources (these were identified separately in Chapter 6-1).
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Similar patterns are observed for tiie group with dual cover, with the exception of hospital 

and GP services. Expenditure on private health insurance premiums accounts for more than 

42% of total contributions to hospital services, and less than 16% of contributions to GP 

services.

Figure 6.20 Resource composition of contributions by tlie dual cover group, by health 

care provider, 2004 (%)

H ospital G P  D en tists  & P rescrip tion  Non- O ther
(incl. nursing o ther m ed ic ines  p rescrip tion  m edical

& o ther p ractitioners m ed ic ines goods
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□  public re so u rc e s  □  out-of-pocket re so u rc e s  o  private health  in su ran ce

More than 90% of contributions by the non-covered category to hospital services are made 

up of public contributions. Public sources also account for a large proportion (>69%) of 

this group’s contributions to other health practitioners and to prescription medicines, and 

out-of-pocket payments account for over 28% o f these contributions. Contributions by this 

group to GP services are divided between out-of-pocket payments (56.7%) and public 

sources. Out-of-pocket payments account for all contributions to non-prescription 

medicines and for the majority of contributions for other medical products.
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Figure 6.21 Resource composition of contributions by the non-covered group, by health 

care provider, 2004 (%)
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Privately insured contributions to hospital services comprise public resources (>78%) and 

private health insurance resources. Public resources also account for the majority of 

contributions by this group to other health practitioners and prescription medicines (>77%), 

and out-of-pocket payments account for the remaining 18% - 23% of these contributions. A 

high proportion o f contributions to GP services are public resources (57%), with out-of- 

pocket payments accounting for 39%. As with the other entitlement groups, out-of-pocket 

resources account for all contributions by this group to non-prescription medicines and the 

majority o f contributions for other medical products.
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Figure 6.22 Resource composition of contributions by the privately insured group, by 

health care provider, 2004 (%)
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6.3.3 Interpretation of results from Methods III

Analysis o f vertical equity in Chapter 4 assessed the contributions o f each income group to 

health care financing sources. The analysis o f this section also focuses on contributions to 

health care financing sources but this time from the perspective o f entitlement categories 

(and disaggregated by health care services). These groups can be broadly (but not strictly) 

ranked according to socio-economic status based on survey data on demographic, income, 

education and other socio-economic indicators, outlined in Chapter 3. The analytic tools 

applied in Chapter 4 are not used in the context o f these broad discrete groupings. 

Nevertheless the principles o f progressivity can shape the discussion o f their relative 

contributions to health care financing.

To recap, on average, the pre-tax incomes o f the privately insured are higher than for the 

other groups (36.8% o f total mean pre-tax income) and those o f the medical card group are 

lowest (14.9% of total mean pre-tax income) (see Chapter 3). The non-covered and dual

As noted earlier, while it is possible to compute concentration indices on grouped data, it is not 
appropriate in this case because o f the observed overlaps in socio-economic status across the entitlement 
groups.
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cover groups lie in between these two groups, earning 26.3% and 22% of total mean pre

tax income respectively.

The overall pattern of health care contributions looks progressive when the shares o f mean 

contributions by each entitlem ent group are compared with their shares of total pre-tax 

mean income.'^* This is reflected at the extremes of the distribution, the privately insured 

group contributes almost 45% of total mean health care resources and this is higher than its 

share o f income. Conversely, the medical card group pays for 8.1% of mean health care 

resources compared with a 14.9% share o f mean pre-tax income. The mean contribution 

shares by the dual cover and non-covered groups are in between these extremes, and are 

similar to their relative shares of total income.

As observed in Chapter 4, the progressivity patterns vary by source o f finance. W ithin 

public revenues, the burden of consum ption tax is more evenly spread across the 

entitlem ent groups compared with income tax and social security. Relative to income 

shares, there is a greater burden o f consumption tax contributions on the medical card and 

dual cover groups than on the non-covered and privately insured groups. This is consistent 

with the regressive pattern identified in Chapter 4. In contrast, contributions to social 

security resources are much more heavily concentrated on the higher income, privately 

insured and non-covered groups.

The burden of private resource contributions is unevenly spread across the entitlement 

groups and it is more difficult to identify progressivity patterns. Relative to income shares, 

the privately insured and the dual cover groups each make the largest contributions to mean 

private resources. This pattern is driven by contributions to private health insurance 

premiums. Categorisation o f contributions by entitlement emphasises the point made in 

Chapter 4 that by definition, private resources are only available for those who purchase it.

F o llo w in g  the approach adopted in Chapter 4, health care paym ent shares are a ssessed  against shares o f  
pre-tax in com e rather than net incom e.

M edical card holders are exem p t from  health lev y  contributions and there are incom e thresholds b elow  
w hich  PRSI is not payable (see  Chapter 4).
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Contributions to private insurance are paid only by the dual cover and privately insured 

groups and it is not valid to assess progressivity with respect to the entire population.

The proportion o f mean contributions made by the privately insured (richer) group to 

private insurance premiums is estimated to be slightly lower than the proportion 

contributed by the (poorer) dual cover group. Pooling the income of these two groups 

identifies a regressive pattern that is consistent with community rated premiums. The 

contributions by the higher income group are lower relative to their share of this pooled 

income than those o f the lower income, dual cover group (37.4% of pooled mean pre-tax 

income versus 51.3% of pooled mean insurance payments). The distribution o f mean 

insurance premium  contributions between these two groups suggests that individuals in the 

group with dual cover are selecting more comprehensive, and more expensive, insurance 

packages. This is consistent with an older age (and poorer health) profile, as already 

suggested earlier in the distribution of tax relief on insurance premiums. However, these 

results need to be interpreted with caution. There is an increasing trend for private health 

insurance premium s to be paid directly by employers (Nolan and Wiley, 2(X)0) and this has 

not been taken into account due to limitations in these data. The employment status o f the 

entitlem ent groups outlined in Chapter 3 indicates that a large proportion of the privately 

insured group are in employment, compared with those in the dual cover group where there 

is a higher level o f  retirement. It is possible that the ultimate contributions made by the 

privately insured group (including payments on their behalf in the case of payments made 

by their em ployers), have been understated in this analysis. Evidence of the regressivity of 

com m unity rating is probably more likely to show up in the income distribution within the 

privately insured group, consistent with the analysis in Chapter 4.

A contrasting pattern is observed for out-of-pocket payments. The highest proportion of 

mean out-of-pocket payments is made by the non-covered group, and the share contributed 

(41.3%) exceeds the group’s share of total mean pre-tax income (26.3%) by a large
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a m o u n t . T h e  proportion o f mean out-of-pocket expenditure made by the privately 

insured group is also higher relative to the group’s share of mean pre-tax income. Analysis 

in Chapter 4 pointed to a regressive pattern of out-of-pocket expenditure but also noted the 

uneven shape of the underlying concentration curve. There is evidence o f the regressive 

pattern in the analysis by entitlement. The share of mean payments made by the group at 

the lowest end of the income distribution is higher, and the share of paym ents by the group 

at the highest end of the distribution is lower, than for other sources of finance. Relative to 

shares of mean pre-tax income however, the main distinction observed when compared 

with other sources of finance is for the non-covered group, at the middle o f the income 

distribution.

These results on out-of-pocket payments can be explained in terms of the eligibility 

structures of the health care system. The eligibility restrictions on public resources and the 

implications for private resources, including out-of-pocket allocations, were outlined in 

detail earlier. The non-covered group is exposed to out-of-pocket payments at all entry 

points into the health care system, including GP care, prescription medicines, and hospital 

care. Each of the other entitlement groups receives protection from out-of-pocket 

expenditure at some or all of these entry points. Private insurance cover protects the 

privately insured group from out-of-pocket payments for in-patient and day case hospital 

care and some other services. The medical card and dual cover groups are protected from 

out-of-pocket payments for primary and hospital care. The analysis by entitlem ent status 

shows that the uneven patterns of regressivity observed for out-of-pocket resources in the 

distribution by income is concentrated on one entitlem ent group and this is directly linked 

with specific entitlement structures of the health system.

The problems identified in Chapter 4 in interpreting the progressivity results for 

investigating vertical equity in health care financing, particularly private financing, are still 

upheld. This discussion has shown that grouping the population by entitlem ent status 

provides new perspective on the payment distributions that do not show up in summary

‘‘‘° N et incom e m ay be a m ore appropriate benchm ark against w hich  to a ssess private heahh care paym ents. 
T he progressiv ity  patterns are the sam e if  private health care paym ents are assessed  against the d istribution o f  
net incom e rather than pre-tax incom e.
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concentration indices. Tiie negative im plications o f  regressive elem ents in private health 

care financing are lessened if the resource in question  represents a sm all proportion o f 

contributions to total resources. E arlier analysis has already indicated that the private 

sources o f  finance represent varying degrees o f  im portance in health financing for each 

entitlem ent group. M oreover, linkage w ith data from  stage I show s that the im portance also 

varies by health care provider, and in the space o f health  care delivery  private sources can 

be associated w ith low  or high levels o f  health  care relative to need.

C ontributions by all entitlem ent groups com prise public and private sources o f financing. 

W here access to publicly  funded care is restricted, private contribu tions m ake up a larger 

proportion o f  total contributions for the relevant entitlem ent groups. For som e specific 

services, out-of-pocket resources m ake up a large proportion o f the total contributions for 

all entitlem ent groups (e.g. non-prescrip tion  m edicines). N either the m edical card nor 

private health  insurance covers non-prescrip tion  m edicines or o ther m edical goods. For 

o ther services, the burden o f out-of-pocket paym ents is less evenly  d istributed. 

C ontributions to hospital funding include private resources for all but the m edical card 

group. O ut-of-pocket paym ents com prise  a large proportion o f  contribu tions to G P care by 

the non-covered and the privately insured. O verall, for the m ajority  o f  health care services, 

the m edical card group contribu tes to the health care system  via (progressive) public 

resources, w hile the o ther en titlem ent groups are supplem enting their contribu tions with 

out-of-pocket o r private  insurance paym ents for specific health  services.
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6.3.4 Summary of 6-3

U ltim ately , public and private sources o f  health  care financing are generated from  

individuals. T he m ean contribu tions by ind iv iduals vary by en titlem ent status and are 

h ighest for the privately  insured group and low est for the m edical card group.

T hese contribu tions show  a broadly  progressive pattern fo r public resources although there 

are variations w ithin the d ifferent public sources (e.g. incom e tax, consum ption  tax etc.). 

W ith in  private insurance contribu tions there is som e evidence o f  the regressive im pact of 

com m unity  rating but this needs to be in terpreted  with caution  in light o f  data lim itations. 

W ithin  out-of-pocket expenditure, com pared w ith o ther sources o f  finance, a relatively 

high burden o f m ean contribu tions falls on the non-covered group.

For the m ajority  o f  health  care services, the m edical card group contribu tes to the health 

care system  via (progressive) public resources, w hile the o ther en titlem ent groups are 

supplem enting  their contribu tions w ith out-of-pocket or private insurance paym ents for 

specific  health services.

This stage o f the analysis m akes som e im portant contributions to the investigation o f equity  

in Irish health care financing. F irst, the analysis o f  the d istribu tion  o f health  care paym ents 

(public and private) by entitlem ent status ra ther than by incom e show s up uneven patterns 

that are hidden in the progressiv ity  indices generated in C hapter 4. A lthough detailed 

analysis o f the underly ing  incom e d istribu tions in C hapter 4 also highlighted  som e uneven 

patterns, the results here em phasise that these uneven patterns can be explic itly  linked with 

en titlem ent structures in the health care system . Second, sim ilar to the observations in 

C hap ter 6-2, the public /private  mix o f  resource contribu tions varies by en titlem ent status 

such that regressive sources o f  paym ents (e.g. out-of-pocket paym ents) represent higher 

proportions o f the contribu tions by specific  groups in the population. In particular, out-of- 

pocket contribu tions account for a re la tively  large proportion  o f  the contribu tions m ade by 

the non-covered group to the health care resource envelope, for a w ide range o f  health 

services.
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Chapter 6-4 Flow of Funds 

Complete resource flow (individuals to individuals)

6.4.1 Introduction to Chapter 6-4

Chapters 6-1 to 6-3 have traced the flow o f health care resources from financing sources to 

individuals (via providers), and from individuals to financing sources. At each stage of the 

analysis, individuals are categorised by entitlement status.

The combined results from each o f these stages generate the complete resource flow and 

this is presented in detail in this sub-division. Data sample 2 is used for this analysis. 

Examination and interpretation o f results focus on the ultimate balance between 

contributions made by individuals and allocations received in the health system.

6.4.2 Results on complete resource flow 

6.4.2.1 Total mean contributions and allocations

Mean contributions to resources are lower than allocations for the medical card and dual 

cover groups. By contrast, the mean contributions by the non-covered and privately insured 

are greater than the mean allocations received by these groups (Figure 6.23).''"

Note that total contributions and allocations (i.e. summation of mean contributions/allocations of each 
group multiplied by respective populations) are equal in the flow of funds.
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Figure 6.23 Total mean contributions and allocations by entitlement, 2004 (€000)
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Figure 6.24 presents the percentage contributions to the health care resource envelope and 

the subsequent allocations o f resources across the four different entitlement categories. The 

concentration o f mean contributions is different to that of mean allocations. Mean 

contributions are concentrated on the privately insured and non-covered while the mean 

allocations are concentrated on the medical card and dual cover groups.

Figure 6.24 Percentage share of total mean contributions and allocations by entitlement 

2004
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l^ m e d lc a l card
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The detailed analysis from the rest o f the flow o f funds framework allows this relationship 

between contributions and allocations to be analysed separately for different sources o f 

finance, and for different health care providers.

Figure 6.25 displays the breakdown of the total mean contributions and allocations by 

source of funding. Mean contributions and allocations of out-of-pocket expenditure are 

always equivalent. Variations in the gap between contributions and allocations are driven 

by the public and private health insurance resources.

Figure 6.25 Mean contributions and allocations for each entitlement group by source of 

finance, 2004 (€000)
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6.4.2.2 Mean contributions and allocations by provider

Figures 6.26-6.32 show the mean contributions and allocations (broken down by financing 

source) for the main health care provider categories''*^ in the system. For each o f these 

health care providers (with the exception o f non-prescription medicines), the mean

The providers are grouped together in the same categories as in Chapters 6-2 and 6-3, including public 
health and administration providers.
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contributions by the medical card and dual cover groups are smaller than the mean resource 

allocations received and the opposite is observed for the non-covered and privately insured 

groups.

The differences between mean contributions and allocations vary by health service. 

Contributions and allocations are equal in each entitlement group for non-prescription 

medicines and almost equal for other medical products.

Figure 6.26 Mean contributions and allocations of hospital (incl. o ther residential) 

re so u rces for each  entitlem ent group, 2004 (€000)
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Figure 6.27 IWean contributions and allocations of GP resources for each entitlement 

group, 2004 (€000)
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Figure 6.28 Mean contributions and allocations of dental and other health practitioner 

resources for each entitlement group, 2004 (€000)
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Figure 6.29 IVIean contributions and allocations of prescription medicine resources for 

each entitlement group, 2004 (€000)
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Figure 6.30 Mean contributions and allocations of non-prescription medicine resources 

for each entitlement group, 2004 (€000)
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Figure 6.31 l\1ean contributions and allocations of other medical product resources for 

each entitlement group, 2004 (€000)
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Figure 6.32 Mean contributions and allocations of public health & administration 

resources for each entitlement group, 2004 (€000)
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The estimated proportion o f mean public contributions made by the non-covered and 

privately insured groups that are allocated to the other two entitlement groups is presented 

in Table 6.20. Total mean public contributions by the non-covered and privately insured 

groups are in excess o f mean public allocations received by those groups by more than 

49%. This varies by health care provider. More than 54% of mean contributions by the 

non-covered and privately insured groups for hospital in-patient services are allocated to 

the medical card and dual cover groups. This proportion increases to more than 86% for GP 

resources. Given the reliance on varied sources of data to populate the flow o f funds, strict 

interpretation o f the gap between mean contributions and mean allocation is not possible 

and the proportions presented in Table 6.20 are to be used as indicative o f general patterns 

only.

Table 6.20 Excess of mean public contributions by non-covered and privately insured 

groups over public allocations received, 2004 (% of contributions)

Health care by provider

Excess of mean public 
contribution over allocation 

(% excess)

Non-covered
Privately 
insured |

Total public resources 49.65 61.93

In-patient (incl. other residential) public resources 54.59 76.61

Out-patient (incl. day cases) public resources 31.18 23.85

GP public resources 86.66 91.99

Dentist etc. public resources 36.91 56.82

Prescription medicines public resources 44.94 66.12

Other medical goods (public resources) 23.58 35.69

Public health & administration resources 61.19 25.61
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6.4.2.S Reliefs and subsidies

Figures 6.33-6.34 present mean contributions and allocations o f government tax reliefs. 

Tax relief on private insurance premiums is contributed to by all entitlement categories, 

and benefits only the dual cover and privately insured groups.

A ll entitlement groups contribute to, and benefit from, tax relief on health expenses. Mean 

allocations are lower than contributions for the medical card and dual cover groups. Mean 

allocations are greater than contributions for the non-covered group. For the privately 

insured group, mean allocations and contributions are almost equal.

Figure 6.33 Mean contributions and allocations of private health insurance tax relief

resources for each entitlement group, 2004 (€000)

0.18

0.16

0.14

0.12

0.10

0.08

0.06

0.04

0.02

medical
card

dual privately
insured

- 2 9 6 -



Figure 6.34 Mean contributions and allocations of health expenses tax relief resources for 

each entitlement group, 2004 (€000)
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Figure 6.35 outlines mean contributions and allocations for the National Treatment 

Purchase Fund. A ll entitlement groups contribute to the Fund while only the medical card 

and non-covered groups are seen to benefit from it. Mean allocations are greater than mean 

contributions in the medical card group. For the non-covered group, the gap between mean 

contributions and allocations are almost equal.

Resources to the Drugs Payment Scheme are contributed to by all groups (Figure 6.36) but 

benefit only the non-covered and privately insured groups. Mean allocations are greater 

than contributions for the non-covered and marginally so for the privately insured group.
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Figure 6.35 Mean contributions and allocations of NTPF resources for each entitlement 

group, 2004 (€000)
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Figure 6.36 Mean contributions and allocations of Drugs Payment resources for each

entitlement group, 2004 (€000)
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Figure 6.37 compares the relative importance of the different sources o f finance in the 

contributions and allocations for total health care resources for each entitlement group. 

This shows two distinct patterns in the resources underlying contributions and allocations. 

For the medical card and dual cover groups, public resources account for a greater 

proportion of allocations than of contributions although this is more pronounced for the 

medical card group. The opposite pattern is observed for the non-covered and privately 

insured groups. In the latter two groups, private resources represent a higher proportion of 

allocations than contributions. This pattern holds for each of the main health care services 

in the system.

Figure 6.37 Resource composition of contributions and allocations for each entitlement 

group, 2004 (%)
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6.4.3 Interpretation of results from complete resource flow

Stages I to III traced the flow of health care resources from financing sources to providers 

(I), from providers to individuals (II) and from there back to financing sources (III). The 

complete cycle traces the ultimate flow of resources from individuals to individuals (via 

health care resources and providers). Overall, the financing system gives rise to a net flow 

of resources from the privately insured and non-covered groups to the medical card and 

dual cover groups. Mean resource allocations received by the medical card and dual cover 

groups are higher than their mean contributions. These allocations are cross subsidised by 

individuals in the non-covered and privately insured groups. W ithin the closed cycle of the 

flow of funds, it follows that the mean allocations received by these two latter groups are 

lower than their contributions to the system.

This summary picture of the flow of funds suggests that in aggregate terms, the financing 

system ensures that there is separation between ability to pay and need for health care, 

consistent with an egalitarian perspective of distributive justice. This is evidenced by the 

subsidisation of health care resource allocations to the two entitlem ent groups that on 

average have lower socio-economic and health status, by the two entitlem ent groups with 

higher average incomes and better health status. Separate analysis of contributions and 

allocations, without assessing the full cycle of resources, would not capture these cross 

subsidisation results.

However, more detailed assessment shows that the patterns o f cross subsidisation, and the 

assumed separation of financing from resource allocation decisions, are not as 

straightforward as indicated in the aggregate picture.

First, there are variations in the extent to which there is separation between financing and 

delivery. At one extreme, there is no separation in the case o f non-prescription medicines 

which are fully funded from out-of-pocket resources. Out-of-pocket payments directly 

benefit those who make the payments. For these services the contributions are equal to the 

allocations for all entitlement groups and there is no separation between financing and 

consumption of care. Out-of-pocket resourcing does not give rise to any cross subsidisation
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effects. It is this fact, clearly illustrated using this analysis, that causes problems in 

interpreting the progressivity of out-of-pocket expenditure and was raised in Chapter 4.

Similarly, private insurance resources benefit only those who purchase health insurance so 

that cross subsidisation effects for this source of finance are limited to the dual cover and 

privately insured groups. This is also raised in Chapter 4 as a factor that interferes with 

interpretation of progressivity for this source of finance. Mean contributions and 

allocations indicate that private insurance resources paid by the privately insured group 

supplem ent privately insured care for the dual cover group.

For other services, separation between financing and consum ption is restricted to the 

medical card and dual cover groups and private supplem entation is required by the non

covered and privately insured groups. In these cases, the non-covered and privately insured 

groups contribute to public resources which are used to finance health care services for the 

medical card and dual cover groups. It is estimated that more than 86% of contributions by 

the non-covered and privately insured are used to subsidise GP services for the two medical
j 143card groups.

In between these two extrem es, there are further variations in the degree o f cross 

subsidisation, linked to the patterns of eligibility for public resources. For in-patient and 

residential care, a large proportion, estimated at more than 50%, of mean public 

contributions by the non-covered and privately insured groups are used to supplement 

public resource allocations to the dual cover and medical card groups. The non-covered and 

privately insured are eligible to receive publicly funded hospital care, with co-payments 

attached, in comparison with GP services where they are not eligible for alm ost all public 

funding for GP services. In general, a higher proportion of mean public resources generated 

from the privately insured group are allocated to the dual cover/medical card groups

Non m edical card  holders are e lig ib le to benefit from  publicly  funded G P health services (e.g. the 
H eartw atch program m e; the M ethadone T reatm ent Schem e; services p rov ided  under the H ealth  A m endm ent 
Act (1996) for those who have con tracted  H epatitis C from  the use o f  H um an Im m unoglobulin-A nti D /other 
blood product o r transfusion), and from  tax re lie f on G P expenses.
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relative to the contributions raised from the non-covered group. This is consistent with 

higher average income levels of the privately insured group.

Second, the complete resource flow confirms the complexity in interpreting progressivity 

in private resources by emphasising the linkage between financing and consumption. 

However, the complete picture raises important questions about interpreting progressivity 

in public as well as in private resources. The joint analysis of contributions and allocations 

in the flow of funds shows that eligibility for public resources is restricted. These 

restrictions vary and are not always determined on the basis of need or socio-economic 

status. For specific resource fiows there are potential cross subsidisation effects from 

poorer to richer individuals. Tax relief on health insurance premium s is funded by all 

individuals according to ability to pay, but is only allocated to those who can afford to 

purchase private health insurance. This gives rise to resource transfers from the low and 

middle income groups (medical card and non-covered) to individuals with middle and high 

incomes (dual cover and privately insured). Contributions to the Drugs Payment Scheme 

by the medical card and dual cover groups are transferred to the non-covered and privately 

insured groups, again giving rise to some resource transfers from low er to higher income 

groups. Contributions to the National Treatm ent Purchase Fund, and to tax relief on health 

expenses, also generate resource transfers that are not strictly in the direction from poor to 

rich. The fact that all entitlem ent groups contribute to public funding even if they are not 

entitled to benefit from those resources is not new and is outlined earlier. W hat is important 

here is that this pattern does not change even when the public resources are not always 

allocated to the poorest or sickest in the population.

The complete resource flow also highlights sources of horizontal inequity in financing in 

the system (i.e. individuals of equal ability to pay for health care, pay unequal amounts) in 

the event of overlapping incomes between entitlement groups. The detailed presentation of 

resource flows for each health care service shows where private supplementation is

A larger proportion o f  m ean contributions to public health and adm in istrative se rv ices are allocated to 
other entitlem ent groups by the n on -covered  than b y  the privately insured group. T ax re lie f  on private 
insurance prem ium s is included  in this item , prov id ing  exp lanation  for this reversal in the general trend. The 
trend is a lso  reversed in the ca se  o f  out-patient resources.
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required, and thus where horizontal inequity in payments can occur. The mean resource 

flow for GP care indicates that if the non-covered and privately insured groups m ake zero 

out-of-pocket contributions, they will receive almost zero GP care, regardless of the size of 

their contribution to public GP resources. Analysis in Chapter 3 indicated that although the 

entitlem ent groups can be broadly ranked by socio-economic status, there are some 

overlaps. Mean net incomes in the dual cover group are not significantly different to those 

in the non-covered group. Where two individuals have equal incomes but different 

entitlem ent status, payments for health care can vary. For GP care, a non-covered 

individual will pay more for a given level of GP care (because of the out-of-pocket 

requirem ent) than an individual with dual cover despite the similarity in income.

The patterns of cross subsidisation across the entitlement groups can also be considered in 

terms of inter-generational resource transfers. The dual cover group is characterised by a 

high proportion o f older age and retired individuals, many o f whom will have paid a 

working lifetim e’s worth of taxes to fund public health care resources. Transfers of health 

care resources from other entitlement groups to the dual cover group could be interpreted 

as an inter-generational transfer, from young to old, com pensating the older generation for 

previous contributions to health care resources. Sim ilar inter-generational transfers can be 

considered with respect to other elderly medical card holders in the medical card group. 

These inter-generational considerations add another dimension in interpreting the equity 

im plications of health care resource patterns in the flow o f funds.

Finally, the complete resource flow gives a summary picture o f how health care services 

are funded for each entitlement group. Where eligibility for public resources is limited, 

there is a role for private resource supplementation. Joint analysis of contributions and 

allocations shows that where this is the case, private resources account for a higher 

proportion of allocations than of contributions. In particular private resources account for 

less than 24% of total mean health resource contributions made by the non-covered but 

almost 37% of total mean allocations received by that group. A similar pattern is observed 

for the privately insured group. As already observed, while the former group relies on out- 

of-pocket payments to supplement available public resources, the latter uses a mix of
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private insurance and out-of-pocket payments. The need-standardisation analysis further 

suggests that the level o f private supplementation which is discretionary and linked to 

willingness to pay, may not be sufficient to meet health care needs particularly in primary 

care. A key point emphasised by this part of the analysis is that the total ‘cost’ of health 

care services includes not just the out-of-pocket or private insurance payments but also the 

public resource contributions, regardless o f whether or not an individual is eligible to 

benefit from those public resources. The full cost of primary care for a non-covered 

individual includes not just the GP charges but also the contributions made by those 

individuals to subsidise primary care for the medical card groups.

6.4.4. Summary of 6-4

The analysis to date generates a summary picture of the flow of resources from individuals 

to individuals, categorised by entidem ent status. The flow of funds suggests that in 

aggregate terms, the financing system ensures that resource contribution decisions are 

separate to resource allocation processes. There is cross subsidisation of resources from the 

two entitlement groups (privately insured and non-covered) that on average have higher 

socio-economic and health status to the two groups with lower incomes and poorer health 

status (medical card and dual cover). However, more detailed assessment shows that the 

patterns of cross subsidisation, and the assumed separation of financing from resource 

allocation decisions, are not as straightforward as suggested in the aggregate picture.

The level of cross subsidisation varies by type of health care. For som e health care 

services, there is no separation between paym ent for and receipt o f health care for any 

entitlement group (e.g. non-prescription medicines) while for others the subsidisation level 

is as high as >90% (e.g. GP care). The direction of subsidisation can also vary and is not 

always from the groups with higher socio-economic status to those with lower status.

The complete resource flow framework highlights the key point that total contributions by 

an individual to a health care service include not just private contributions but also the
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contributions to the public budget for that service, regardless o f whether or not the 

individual has public resource eligibility for that service in question.

For m easuring equity in health care financing, the complete resource fiow highlights the 

linkage between payment and consumption in private sources of finance. This ensures that 

payment patterns in private sources of finance are interpreted in the context of information 

on what those payments are used for. This is an advantage over the analytic approach 

adopted in Chapter 4 where there is no formal structure directing that public and private 

patterns o f payments are to be interpreted differently. Second, the com plete resource flow 

identifies cross subsidisation patterns and interactions between public and private resources 

that are not observed in the parallel measurement of progressivity in public and private 

financing in Chapter 4.
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Chapter 6-5 Flow of Funds 

Methodology and sensitivity analysis

6.5.1. Introduction to Chapter 6-5

The flow of funds framework relies on a range of analytic tools drawn from the health 

economic and public finance fields. In addition to assessing the findings from the analysis, 

it is important to assess the attributes of the tools and techniques themselves. Also, the 

allocation of data within the flow o f funds framework is guided by a range of estimates and 

the sensitivity o f the results to changes in these estimates can be examined.

This sub-division has two objectives. First, the two central tools that have been used to 

generate the flow o f funds framework, the OECD System of Health Accounts and the 

technique o f BIA, are assessed. Data limitations are also discussed. Second, to gauge the 

sensitivity o f the resource allocations across entitlement groups, the estimates guiding the 

allocation o f in-patient expenditure are altered. In-patient expenditure represents the single 

largest proportion of the health budget and is thus a good indicator o f the sensitivity of the 

resource flow.

6.5.2 Methodological issues 

6.5.2.1 OECD System of Health Accounts

The results from stage I provide the first example of presenting total Irish health care 

expenditure within the OECD System of Health Accounts framework. There are a number 

of advantages to using this framework.

The central advantage of the framework is to provide the structure for a detailed universal 

picture of Irish health care resources and as discussed above, this is an important end in 

itself. Central statistics are available on the breakdown of total health care resources by 

source of finance (e.g. DOHC, 2005a). The DOHC also provides a breakdown of public
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expenditure by health care programme. There are other reports on how specific line items 

o f health expenditure are allocated (e.g. allocation of the Treatm ent Benefit Scheme; 

reports on the payments in the medical card system etc.). However, up to now there has 

been no single source that pools all sources of Irish health care finance with details on how 

these are allocated across providers and functions.

Stages II and III extend the SHA framework in two directions to identify both the 

distribution of resources across individuals, and the ultimate contributors to the resource 

envelope. These are outlined in the SHA literature as possible extensions although this is 

the first known example of using it to identify ultimate contributors and the subsequent 

com plete flow of funds. Analysis of beneficiaries and/or contributors is flexible to fit with 

research objectives. In this analysis the population has been categorised by entitlement 

status but this can change, data permitting, depending on the focus o f the research question 

(e.g. income group; sex; region etc.). W here the focus is on entitlement, future application 

o f the framework will need to accommodate new categories such as the new GP Visit 

medical card. D isaggregation of private health insurance into policies that do or do not 

cover primary care may also be required.

However, application of the SHA framework has identified some weaknesses in its use for 

tracking health expenditures in a specific health system. There are important trade-offs 

between using the framework for specific domestic purposes, such as examining the equity 

im plications of Irish resource flows, and for making international comparisons. It has been 

shown here that when aligning national expenditures to standardised categories not all of 

the items will strictly fit in the categories to which they are assigned. This is demonstrated 

in the case of assigning tax relief on private health insurance premiums to ‘general health 

adm inistration and insurance’ costs. An alternative option is to modify the framework itself 

and this analysis has made some modifications to the ICHA codes to more explicitly 

identify flows of financing that are important for the focus of this research. The framework 

is flexible enough to permit these modifications but extra care is needed when making 

international comparisons once country-specific modifications have been allowed.
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Also, the rationale for deducting almost 13% of Irish public health resources to align with 

the OECD functional boundary o f health expenditure has positive and negative 

implications. On the positive side, the focus on a functional definition of health ensures 

inclusion of health-related expenditures that are managed by other non-health ministries, 

such as the Treatm ent Benefit Scheme in the Irish case. Similarly it also ensures 

identification o f expenditures on services whose primary obligation is to the service users. 

Much of the medical care provided by jun ior doctors can be regarded as training rather than 

providing an effective medical service to patients, yet it is included within hospital 

expenditure. This is a complex definitional issue not unique to Ireland and would require 

further investigation of the education and training costs that are currently included under 

public hospital programmes. On the negative side, as discussed earlier, the deduction of 

social expenditures diverts research focus away from the possible benefits of joint 

implementation of health and social functions by the one institution.

The rationale for the functional dimension in the ICHA is accepted as a means of 

identifying health-related expenditures. However, when exam ining the distribution of 

expenditure across the population, the split between the provider and functional dimensions 

can send analysis in a direction that is not necessarily of optimal value for policy. If 

policies are directed primarily at specific providers, the distributional analysis can be 

restricted to the provider perspective without difficulty. Similarly if policies typically focus 

on functions, the functional perspective can be adopted when identifying the distribution of 

resources.

Yet in Ireland, health care policy decisions involve a mix o f provider and functional 

perspectives. Public paym ents to dispensing chemists (HP classification) are granted for 

prescribed and not for non-prescribed medicines (HC classifications). The bed designation 

policy for public hospitals (HP classification) applies to in-patient but not to day/out

patient care (HC classification) and there are other sim ilar examples. W ithin the standard 

SHA structure this mixed focus would be handled by separately identifying the distribution 

of resources in terms of each of the provider and the functional perspectives. This would 

generate n-dimensional ‘provider x function’ tables for each population group o f interest.
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This assum es unlim ited  data availab ility  and m ore fundam entally  that such level o f  detail is 

o f  use to policy.

R ather the approach  adopted in this analysis is m ore pragm atic and tailored to the Irish 

policy focus. A s outlined , m any o f  the paym ent and entitlem ent structures are defined in 

term s o f providers and policy  often focuses on the health  provider''*^, but w ithin that there 

are specific functions that are a lso  o f  in terest to policy m akers. T hus, the distributional 

analysis prim arily  adopts the p rov ider perspective but w ith ad justm ents to incorporate 

functions o f  in terest w ith in  key providers (e.g. in-patient and out-patien t care is 

d istinguished under hospital funding). C om pared  w ith the approach im plied  by the SH A  

fram ew ork, this ensures a m ore m anageable  set o f  results, tailored to the policy 

environm ent, and consisten t w ith availab le  data.

The transfer o f  resources betw een third parties is difficult to capture in the existing 

fram ew ork. A risk equalisation  schem e in the private health insurance m arket is due to 

becom e operational in the Irish contex t. T his will involve transfer o f  resources from  private 

health  insurance com panies to a central fund, w hich w ill then be re-distributed to equalise 

risk  profiles across the partic ipan t com panies. In the d istribu tion  o f  resources by 

entitlem ent, these risk  equalisation  transfers w ould  give rise to resource shifts w ithin and 

betw een the privately  insured and dual cover groups. This is another exam ple o f  how  a 

fram ew ork that aim s to capture a detailed  picture o f resource flow s faces problem s in the 

contex t o f  a com plex  financing system .

O n balance, the O E C D  SH A  fram ew ork  has m any attractive features that lend itse lf to 

providing structure  to a flow  o f funds. H ow ever, th is is not to suggest that this analytic tool 

is w ithout w eaknesses and it is im portan t to be aw are o f  som e o f the key trade-offs and 

restrictions iden tified  here.

For exam ple, the recently  in troduced G P V isit m cdical card fo cu ses on  a ccess to a care provider.
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6.S.2.2 Distributional analysis (Methods II)

The scope o f the distributional exercise in stage II is larger than has been undertaken 

previously with Irish data. Previous analyses have focused on the allocation o f public 

health care expenditure across the population. Private expenditure was not included in 

these earlier distributional analyses (NESC, 1988, Nolan, 1991). The proportion of 2004 

public funding allocated using benefit incidence analysis (70%) compares favourably with 

N olan’s (1991) application of BIA to 59% of net non-capital public health expenditure 

using 1987 data. The additional items allocated in the current BIA include public 

expenditure on district and long-stay hospitals, government tax reliefs (health expenses, 

private insurance premiums), and allocations under the Treatment Benefit Scheme. 

Supplementation of the BIA exercise with additional data extends the coverage to 89% of 

public resources with the inclusion of public promotion and preventative services (e.g. 

immunisations, child health examinations), home health care services (e.g. domiciliary 

maternity services), administrative support services and a proportion of disability 

expenditure.

It was noted earlier that the application of BIA in this analysis generated a wide range of 

unit costs. For example, for public GP expenditure, a unit cost is calculated for the portion 

of funding that is directed only to medical card holders. A separate unit cost is calculated 

for the portion of GP funding that is directed only to non medical card holders. This 

process has been repeated for each applicable line item in the flow of funds. To check data 

consistency, summary unit costs based on total public and private expenditure (i.e. without 

identifying variations in entitlem ent to the expenditure) are checked against those applied 

by Layte and Nolan (2004). The unit costs are broadly sim ilar with the exception of 

hospital costs. Unit costs for in-patient and out-patient visits for 2004 are alm ost double the 

rates calculated for 2000 by Layte and Nolan (2004). However, total public hospital 

expenditure grew by more than 60% over the period, and a higher proportion of hospital 

expenditure is included in the later estimates. This increase in the numerator o f the unit cost 

calculation, combined with a marginal decline in hospital utilisation, the denominator, 

provides explanation for the difference in the aggregated unit cost estimates.
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The value of the BIA technique in estimating the distribution of resources across a 

population of interest is recognised. However, there are limitations to this technique that 

are linked to its reliance on the application o f unit costs. As discussed, a central assumption 

o f BIA is that there are no differences in the intensity of resource use per treatment episode 

across population subgroups (Rannan-Eliya et al., 2000). Yet individuals use varying 

amounts of resources for an episode o f care (e.g. longer duration of stay, more intensive 

tests etc.) and these variations may be systematic (e.g. privately insured may use more/less 

intensive resources) or random. Use of casemix information in hospital budget allocation in 

Ireland is lim ited to 30% of 37 acute public hospital budgets (DOHC, 2006a) and the 

methodology is still being developed and adapted for the Irish system. As processes 

become refined, national level casemix data should become more available. W hile BIA is 

adopted as the baseline methodology for allocating resources to entitlem ent groups, it will 

be important for future analysis to identify data that will allow modifications to adjust for 

variations in casemix intensity by dem ographic/other factors.

6.S.2.3 Data limitations

Population of the fiow o f funds framework has made use of the most up-to-date data that 

are available, including secondary health expenditure and distributional data sources. It is 

important to be aware o f the limitations in these data. However, as will be shown in the 

following discussion, new data sources that will be able to address these limitations can 

already be identified and these are due to com e on stream in the near future.

This analysis has com piled estimates o f national health expenditure based on data provided 

by the Dept, of Health and Children and from annual reports by private health insurance 

companies. The Central Statistics Office (CSO) also produces national estimates of health 

expenditure in the format of the international classification system, ESA 95. It has not been 

possible to triangulate the DOHC and CSO estimates of national expenditure because of 

different levels of disaggregation in the CSO data. As discussed in Chapter 5, one of the 

stated advantages of the SHA classification system is its close alignment with other 

international classification systems, such as the SNA 93 or the ESA 95 (as used in Europe).
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The flow of funds analysis will be able to exploit this compatibility once the exercise to 

disaggregate national health expenditures in the ESA 95 format is completed by the CSO.

Stage I o f the analysis was aided by useful features of public health statistics. The 

breakdown of annual budget allocations by (pre-2005) health care programme facilitated 

the classification of public resources to the ICHA codes, at least to the single digit level. 

Available casemix data facilitated the allocation of hospital resources across broad health 

care functions. More detailed understanding of the functions and providers involved in a 

number of the public programmes could improve on the accuracy of the classification to 

the ICHA codes. National level data on the management of resources for disability and 

mental health programmes is a gap that needs to be filled, particularly in light of recent 

large budgetary increases for disability expenditure (e.g. provision of €2.8bn in Budget 

2005, Dept, of Finance, 2004a). Household and occupational production of health care are 

also not captured in available data.

Data limitations are also identified at stage II of the analysis. Details on private insurance 

claims expenditure are limited to what is provided in published annual reports. Data on out- 

of-pocket expenditure patterns have relied on estimates of total household health 

expenditure from the 2004/05 HBS preliminary results supplemented by the micro-data in 

the 1999 HBS. The micro-data set for the 2004/05 survey will provide a more detailed 

description of household expenditure patterns. Benefit incidence analysis relies on survey 

utilisation trends based on a sample that is representative of individuals (aged 16-t-) in 

private households in the country. The focus on adults, and on the population in private 

households is a restrictive feature of the household surveys used in Ireland. Two new Irish 

surveys provide an important opportunity to expand the data scope o f existing surveys: the 

national longitudinal study on children (Growing up in Ireland, 2008), and the Irish 

Longitudinal Study on Ageing (TILDA, 2008). Both of these will help to fill some of the 

critical gaps in health service utilisation patterns, health, and socio-economic profiles, of 

previously under-surveyed groups. There are other institutional settings that remain outside 

the remit of survey data, including the prison population, non-residential groups (e.g. the 

Travelling community, homeless), and some long-stay institutions.
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6.5.3 Sensitivity analysis

6.5.3.1 Public/private distinction

T o address gaps left by lim itations in available data, resource allocations in the flow o f 

funds have been gu ided  by a range o f  estim ates. It is im portant to exam ine how  sensitive 

the allocations are  to  changes in the underly ing estim ates. E xpenditure on hospitals 

accounts for the largest proportion o f  total expenditure  on health  care providers, providing 

a useful ind icator o f  sensitiv ity  o f  the results.

As outlined in C h ap te r 5, in-patient u tilisation data in the L iving in Ireland Survey have 

been m odified to estim ate  separate public and private utilisation  (for individuals w ho hold 

private health  insurance). B ased on data from  the largest health  insurance com pany in the 

Irish m arket, it w as estim ated  that 50%  o f in-patient utilisation by those w ho hold private 

health  insurance takes place w ithin private hospitals. A d ifferen t data source suggests an 

alternative proportion  for the public/private ratio  in in-patient u tilisation and this can be 

used to investigate the sensitiv ity  o f  the flow o f funds results.

D ata from  the 2004  w ave o f  the EU -SILC  identify in-patient hospital utilisation  for public 

and private  hosp ita ls separately. C ategorisation by en titlem ent status indicates that 34%  - 

36%  o f privately  insured  in-patient nights take place in private hospitals, com pared with 

2%  - 3%  for non insured  individuals (Central S tatistics O ffice, 2004). This suggests that for 

the groups w ith p rivate  health insurance in the baseline analysis, p rivate utilisation has 

been over-estim ated , and public u tilisation under-estim ated, by approx. 30% . T he first 

alternative scenario  (A ) to  the baseline flow  o f funds revises dow nw ards the proportion o f 

private in-patient u tilisa tion  in line with the E U -SILC  patterns. T o  generate  a sym m etrical 

range around the b ase line , a second scenario (B) adjusts the proportion  o f  private in-patient 

u tilisation by the sam e am ount as in the first alternative but in the opposite  d irection  (i.e. up 

from  50%  at the base lin e  to 64%  - 66% ). The allocation o f  hospital in-patient resources 

across en titlem ent categories is re-calculated w ith the revised estim ates o f in-patient 

utilisation  patterns in each scenario.
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6.S.3.2 Sensitivity results and interpretation

The revised public/private utilisation proportions alter the distribution o f public in-patient 

resources by entitlement.

Table 6.21 summarises the impact o f the changes in Scenario A on the overall resource 

flows. Mean in-patient resource allocations to the dual cover and privately insured groups 

increase (by 10.9% and 15.5% respectively) relative to the baseline while mean allocations 

to the other two groups decline. This is driven by changes in public resource allocations 

and is based on the estimate that public in-patient utilisation by the two groups with private 

insurance in the baseline is under-stated by approx. 30%. The share o f total mean in-patient 

resources increases by 3.3% for the group with dual cover and by 1.1% for the privately 

insured. The allocation o f total mean resources adjusts in the same direction but by lower 

proportions. Overall adjustments in the share of total mean resources by entitlement are 

less than 2% with most o f the changes observed in the proportion of resources received by 

the medical card and dual cover groups.

Table 6.21 Mean allocations to the entitlement groups by source of finance for total and 

in-patient resources, Scenario A

Health care by provider

Mean allocations to entitlement categories, 2004 
(€000, %)

Medical card Dual cover Non
covered

Privately
Insured

Total mean resources (€000)
Public resources 4.89 5.71 1.07 1.50
Out-of-pocket 0.16 0.17 0.67 0.61
Private health insurance - 2.01 - 0.61
Total 5.04 7.88 1.73 2.71
% change from baseline -3.74 5.79 -2.48 4.57

Share of total mean resources (%) 29.03 45.38 9.97 15.62
% change from baseline -1.68 1.70 -0.44 0.41

In-patient hospital (mean resources)
Public 2.57 2.67 0.39 0.49
Out-of-pocket - - 0.12 -

Private health insurance 1.71 - 0.40
Total in-patient 2.57 4.38 0.51 0.89
% change from baseline -7.08 10.93 -7.93 15.47

Share of mean in-patient resources (%) 30.81 52.45 6.12 10.62
% change from baseline -3.63 3.34 -0.78 1.07
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Table 6.22 outlines the impact on in-patient and total resource flows of the changes 

implemented in Scenario B. In this scenario, the baseline proportion of private in-patient 

utilisation by those with private insurance is interpreted as an under-estimate and is 

adjusted upwards by approx. 30%.

Mean in-patient allocations to the dual cover and privately insured groups decline by 

10.4% to 15.9%, driven by adjustments in the allocation of public resources by entitlement. 

Mean in-patient allocations to the other two groups increase by almost equal proportions 

(7.2% - 7.5%).

As with scenario A, the distribution of total mean resources adjusts by less than 2%, mainly 

driven by changes in the share of resources received by the medical card and dual cover 

groups.

Table 6.22 Mean allocations to the entitlement groups by source of finance for total and 

in-patient resources, Scenario B

Health care by provider

Mean allocations to entitlement categories, 2004 
(€000, %)

Medical card Dual cover
Non

covered
Privately
insured

Total mean resources (€000)
Public resources 5.28 4.87 1.15 1.26
Out-of-pocket 0.16 0.17 0.67 0.61
Private health insurance - 2,01 - 0.61
Total 5.44 7.04 1.82 2.47
% change from baseline 3.81 -5.48 2.35 -4.70

Share of total mean resources (%) 32.43 41.99 10.83 14.74
% change from baseline 1.72 -1.68 0.43 -0.46

In-patient hospital (mean resources)
Public 2.97 1.83 0.48 0.25
Out-of-pocket - 0.12 -
Private health insurance - 1.71 0.40
Total in-patient 2.97 3.54 0.60 0.65
% change from baseline 7.22 -10.36 7.52 -15.89

Share of mean in-patient resources (%) 38.30 45.66 7.71 8.33
% change from baseline 3.86 -3.44 0.80 -1.22
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These results indicate that the resource allocations are sensitive to estim ates of public and 

private in-patient utilisation. For individual entitlement groups, mean resource allocations 

for in-patient care can adjust by more than 15%. In terms of the distributional share of 

mean resources by entitlement, the results are less sensitive. For in-patient resource 

allocations, the distributional shares adjust by less than 4%, and in terms of the total 

resource distribution, the adjustm ent is less than 2%. W hile it is im portant to ensure 

accuracy in the estimates governing resource allocations, the analysis here suggests that the 

distribution of total mean resources by entitlement is robust to relatively large shifts in 

allocation estimates (i.e. <2% adjustment in the distribution relative to >30% adjustment in 

the public/private in-patient utilisation ratio).
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Chapter 6 Flow of Funds conclusions

6.2 Conclusions to Chapter 6

The above analysis has used a range of data and techniques to describe the com plex flow of 

resources in the Irish health care system, viewed from the perspective of the health care 

entitlement structures.

The flow o f funds framework has been developed in response to problems experienced in 

using standard measures of progressivity to generate an accurate picture of equity in a 

health care financing system. The different elements of the framework have been analysed 

separately. The first stage presents the distribution of public and private resources across 

health care providers and functions, and identifies specific resource flows on tax reliefs and 

subsidies. Stage II extends the analytic focus of the framework to examine the allocation of 

resources (via providers and functions) to individuals. Need-standardisation of the resource 

allocations allows patterns of horizontal inequity in health care delivery to be identified. 

Stage III identifies the ultimate contributions made by individuals to health care resources 

and these can be assessed against broad principles of vertical equity.

The general methodological approach has been to adapt existing analytic frameworks and 

techniques to the objectives of analysing patterns of equity in health care financing in a 

whole systems context. Advantages and disadvantages of these techniques have been 

assessed. In particular, there are trade-offs between international com parability and 

relevance to national analysis that come with the task of aligning national expenditures to a 

standardised classification system. Data limitations have also been assessed and new data 

sources have been identified that will address many of these gaps. Sensitivity analysis 

indicates that the distribution of mean resources across entitlem ent categories is relatively 

robust to changes in the underlying estimates.

At each stage in the framework, on the basis of the analysis of the results, contributions to 

the analysis o f equity in health care financing have been identified. Ultimately, the
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framework identifies, and quantifies: where in tiie system, and for whom, different 

ideological principles on equity are in operation (i.e. libertarian versus egalitarian); patterns 

o f cross subsidisation effects; and data on the interactions between public and private care 

in the system and their im plications for equity. Valuable information relating to equity 

comes from understanding the health care financing system in terms of its own logic (e.g. 

focusing on the country-specific details), rather than in terms of the broad comparisons 

with resource allocation patterns in other countries. The framework provides a detailed 

map of the whole health care financing system that needs to be closely examined in order 

to identify the equity patterns in the resource flows. The purpose o f Chapter 7 is to draw on 

the key lessons from this com plex map with the ultimate objective of generating policy 

options for improving equity in the system.
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Chapter 7 Policy issues

7.1 Introduction to Chapter 7

The analysis o f the previous chapter generates a complex map of the complete flow of 

resources in the Irish health care system. Detailed discussion at each stage o f the analysis 

highlighted a range of important issues by updating and expanding on previous analysis o f 

Irish health care expenditure, quantifying flows o f specific interest (e.g. tax reliefs and 

subsidies), examining distributions o f resource contributions and allocations, and 

investigating cross subsidisation effects and public/private interactions.

This chapter draws together the key lessons from the analysis o f the flow o f funds in order 

to discuss their implications for assessing equity in Irish health care financing. The analysis 

of a health financing system using a complex whole systems approach provides valuable 

insights and comparisons in an international context and these are also discussed where 

relevant. From these discussions, policy options for improving equity in the Irish health 

financing system can be identified, in line with stated policy commitments to equity in Irish 

health care as outlined in Chapters 2 and 3 (DOHC, 2001b). The fiow o f funds framework 

can be used to model costs and possible distributional implications o f a selection of these 

options.

The key lessons from the flow o f funds analysis can be grouped into four issues. First, the 

central motivating factor for establishing the fiow of funds framework, outlined in Chapter 

4, arose from the challenges o f applying standard analytic techniques for measuring equity 

in health care payments in a complex financing system. It is important therefore to revisit 

these measures in light o f the detailed information on financing patterns generated in the 

flow o f funds. This discussion draws primarily on analysis from stage III in the flow of 

funds.

Second, the fiow o f funds analysis takes forward the recommendation raised in Chapter 4 

that assessment o f equity in health care financing, at least in the context o f a complex
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financing system like that of Ireland, needs to take into account the linkages between health 

care financing and delivery systems. In the Irish context, this whole systems approach, 

analysed through the lens o f health care entitlement structures, emphasises a supplementary 

role for private financing but that this varies by health care service and by entitlement 

group. This has implications for resource allocation, which is shown in the flow of funds to 

be uneven with specific patterns across the entitlem ent categories. These health care 

resource allocations operate in the context of supply and demand incentives, linked to 

entitlement structures in the system. It is important to examine the relationship between 

these incentives and the observed resource allocation patterns in the system. This part of 

the discussion refers to analysis from stage II o f the flow of funds.

Third, the assessment of resource contributions and allocations together in the one 

framework (i.e. stages I-III in the flow of funds) permits identification of subsidisation 

patterns in the system. The patterns of subsidisation are not uniform throughout the system 

and some of the specific resource flows that give rise to these cross subsidies are 

investigated in more detail.

Fourth, the interaction between public and private health care in the Irish system is raised 

as a central concern both in policy and in the literature. The flow o f funds analysis 

introduces additional data and new perspective that can be used to contribute to the debate 

on the influence of private care on the public health care system.

Together, these four issues highlight and quantify resource flows in the Irish health care 

financing system that are not consistent with egalitarian equity principles. A simple 

framework for assessing possible policy options with respect to stated egalitarian principles 

is outlined. Using this framework, options for adjusting some o f the resource flows can be 

identified. To demonstrate the implications of adjusting resource flow mechanisms in the 

system, the flow of funds is used to estimate costs and distributional implications of a 

selection of policy options.
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The chapter is structured as follows. Section 7.2 draws on the results in Chapter 6 to 

present a summary picture of the populated flow o f funds framework to set the context for 

the discussion that follows. Section 7.3 re-examines the standard methods for assessing 

equity in health care financing in light of what has been learned in the flow of funds 

analysis. Section 7.4 discusses the allocation of resources across the entitlem ent groups in 

the context of the incentive structures in the system. Section 7.5 highlights the 

subsidisation patterns in the system. Section 7.6 investigates how the flow of funds can be 

used to shed new light on public/private interaction in the system. Section 7.7 identifies 

possible policy options to improve equity and a selection of these are modelled in Section 

7.S, using the flow o f funds framework. Section 7.9 concludes.

7.2 O verview  of flow of fu n d s

The results from the flow of funds analysis can be used to populate the graphical 

presentation of the complete resource flow that was introduced in Chapter 5.

The summary flow of funds is presented in Figure 7.1. The size of arrow represents the 

proportion of total/total mean health care resources (Data sample 2). Public resources are 

identified by black arrows and private resources are identified by grey arrows. The arrows 

from the intermediaries (including out-of-pocket expenditure) indicate the proportion of 

total health care funding represented by each source o f funding. These resources fiow to 

providers. From there, the arrows to the entitlem ent groups identify the proportion of total 

mean resources allocated to each group. To com plete the cycle, the arrows from the 

entitlement groups to the intermediaries indicate the proportion of mean contributions 

made by the four groups to the health care resource envelope.

The graphical presentation provides an overview of key features of the flow of health care 

resources in the Irish health care system. The results discussed in Chapter 6 confirmed that 

the largest proportion o f health care resources is funded from government resources. Public 

and private providers are financed by these resources to deliver services to the population, 

who can be defined in terms of different entitlem ent groups. The delivery of those services
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is uneven across the entitlem ent groups. The largest proportion of total mean resources is 

allocated to the medical card and dual cover groups. In turn the ultimate contributors to 

health care resources can be identified and in this case the largest mean contributions are 

made by the privately insured and non-covered groups.

Figure 7.2 presents a more detailed version of the flow of funds. The diagram identifies; 

the allocation of each source of funding to each entitlement group; and the contributions 

made by each entitlem ent group to each source o f funding. Analysis in Chapter 6 also 

identified a range of entitlement restrictions on public resources and this is emphasised in 

Figure 7.2.

This graphical presentation is useful only as a general guide and important information on 

the patterns of equity in the system is contained in the complexities in these resource flows. 

The following discussion focuses on unpicking these details and emphasises the value 

added of taking a complex systems approach in assessing equity in Irish health care.
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Figure 7.1 Flow of funds -  summary
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Figure 7.2 Flow of funds -  detail
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7.3 Measuring equity in health care financing - revisited

A pplication o f the concentration  index approach developed by the E C uity  project posed a 

num ber o f problem s fo r assessing equity  in health  care financing in the context o f  the 

com plexities that characterise  the Irish health  financing system  (see C hapter 4). This 

provided the m otivation  for establish ing the flow  o f funds fram ew ork  to investigate in 

m ore detail the com plete  flow  o f health  care resources, explic itly  ou tlin ing  the linkages 

betw een  the characteristics that govern both financing and delivery  system s. This section 

evaluates the contribution  o f the fiow  o f funds fram ew ork to  the task o f  m easuring equity 

in health  care financing in the Irish context, draw ing m ainly on the analysis from  stage III 

o f  the flow  o f funds in C hapter 6-3 (flow  o f  resources from  indiv iduals to sources and 

providers), and from  the com plete resource flow  (C hapter 6-4).

T he distribution  o f  contribu tions to health care financing by en titlem ent was discussed in 

term s o f progressiv ity , in line w ith the focus on progressiv ity  in the E C uity  m ethodology. 

H ow ever, the flow  o f funds adds new perspective to the analysis o f  equity  in financing, 

generating  questions about how  the standard progressiv ity  results should be interpreted.

F igure 7.2 illustrates that the three main sources o f  health care financing are channelled  

through separate funding stream s rather than through one central resource pool. The 

separate  flow s o f private and public resources h ighlight the im portan t point that out-of- 

pocket resources are directed  in full to those w ho have m ade the paym ents. S im ilarly, 

p rivate  insurance resources are only available for those w ho have paid insurance prem ium s. 

T he fact that private  sources d irectly  benefit only those who m ake the paym ents interferes 

w ith in terpretation  o f  p rogressiv ity  m easures. W hile this is know n in the literature on 

m easuring equity  in health care financing, there is nothing in the standard m ethodology 

applied  in C hapter 4 that explicitly  show s this problem . The presen tation  o f the data in this 

form at ensures that this additional inform ation is highlighted  in advance o f  any assessm ent 

o f  progressiv ity . For the private sources o f  finance, consum ption  fo llow s paym ent. T his is 

d irect in the case o f  ou t-of-pocket resources w hich are paid d irectly  to providers from  

indiv iduals w ho benefit d irectly  from  the serv ices for w hich they have paid. It is indirect in 

the case o f private insurance. P rivate insurance resources are channelled  by the insurance
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companies, via providers, to those individuals who pay the private insurance premiums. 

Within the private insurance contributions in the flow o f funds some evidence was found of 

the regressive impact of com m unity rating, with a relatively higher burden of premium 

contributions on the group with dual cover than on the (higher income) privately insured 

group (although more detailed data are required to confirm this pattern).

The flow of funds framework makes explicit the fact that the health care system embodies 

a mix of egalitarian and libertarian ideologies. This highlights the need for caution in 

interpreting public and private financing flows in the same way. In contrast, in the ECuity 

approach, progressivity measures are applied to both public and private resources with no 

formal reference to the fact that they reflect different ideologies and need to be interpreted 

differently. The flow of funds approach also demonstrates that the role of libertarian values 

in the system is not confined to marginal elements of health care expenditure but that 

private resources represent an important source of financing, particularly for primary care.

Presentation of the financing data in the flow of funds format raises questions about the 

interpretation of progressivity in public as well as private resources. W hile all entitlement 

groups contribute to public resources, not all of these resources are available for allocation 

across the population as a whole. The eligibility restrictions that were outlined in Chapter 6 

are imposed on a range of health services and/or individuals and are not always determined 

on the basis of health need or socio-econom ic status. Interpretation of the progressivity 

results of public resources is thus more complex than assumed in Chapter 4 and in the 

wider literature on equity in health care financing.

The standard approach to measuring equity in finance involves a parallel assessment of 

progressivity in the public and private sources of finance. The progressivity index for the 

total resource envelope is obtained from a linear addition of the separate indices for each 

source of finance (weighted by the proportion of each source of finance in total resources). 

Yet the flow of funds highlights the com plex way in which public and private resources 

interact in the system. Financial contributions to private insurance premiums include both 

payments of the premiums plus contributions to public tax relief on insurance premiums.
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Specific out-of-pocket resources may be supplemented by contributions to public tax relief 

on health expenses. Assumption of a linear relationship between sources of finance 

overlooks such complexities.

The standard m ethodology for measuring equity in finance can also be conducted in 

isolation from the entitlement structures in the health system. Analysis of progressivity in 

Chapter 4 concludes that public resources are marginally progressive while out-of-pocket 

resources are regressive. Yet the fiow o f funds framework, analysed from the perspective 

of health care entitlement, shows that the burden of such regressive sources of finance falls 

unevenly across the population. Out-of-pocket payments represent a much larger 

proportion of total health care funding for specific groups in the population, defined by 

entitlement status, and for specific health care services. Such observations are possible in 

the flow of funds framework, which enforces a whole systems perspective. In contrast, the 

standard methodology for measuring equity in finance does not enforce such a perspective. 

This further restricts the interpretability of the results.

The assumption of no interactions between financing sources, and the lack of any 

formalised reference to the structure of health care entitlements in the system understates 

the relationship between financing patterns and health care delivery. The uneven 

imposition of out-of-pocket payments and the various cross subsidies in the system 

influence the pattern of health care access, and of utilisation. The flow of funds framework 

allows the investigation of horizontal equity in health care delivery to be undertaken within 

the context of financing. To date, need-standardisation in the context of equity has more 

frequently been applied to utilisation data rather than to expenditure (i.e. expenditure x 

utilisation). The need-standardisation of health expenditure enables the analysis to be 

maintained within the flow of funds framework. This in turn allows assessment of the 

need-standardised results in the context of the financing mix of resources used to fund the 

observed allocations, offering further insight into the patterns of equity in financing.

For example, the need-standardisation of expenditure on GP care indicates that after 

controlling for need, GP resources are unequally allocated across entitlement groups, with
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lower than expected levels allocated to the non-covered and privately insured groups. 

W ithin the flow o f funds framework, this assessment can be directly linked to financing. 

GP care is funded from a mix of public and out-of-pocket resources and these are 

differentially influential for the entitlement groups. Policy makers would be recommended 

to redress the balance in public/out-of-pocket funding for the non-covered and privately 

insured groups, and to examine the extent to which moral hazard operates in the patterns of 

use by the medical card and dual cover groups. The role of financial incentives and their 

impact on health care resource allocation is discussed in more detail below. As outlined in 

Chapter 6-2, progressivity measures of private financing need to control for unobserved 

factors related to willingness to pay (e.g. non-expenditure to due un-affordability). This 

analysis has provided some insight into these unobserved factors, identifying signs of low 

expenditure on primary care relative to need for specific groups in the population, which 

are in turn assumed to be linked to the role o f private financing in primary care for those
146groups.

As demonstrated by the above example, within the framework used to analyse equity in 

financing in the context of health care delivery structures, there is the added advantage that 

health care resources have been categorised by health care providers (and functions). This 

introduces the possibility o f analysing resource flow patterns at different levels of the 

health care system (e.g. GP care as in the above example), allowing a more disaggregated 

approach to investigating equity in the health financing system.

The analysis of the flow of funds framework through the lens of entitlem ent offers the 

advantage of directly linking assessment of resource flow patterns with policy structures. 

This facilitates the process o f converting observed results and analysis into suggested 

policy options for change, to be discussed later in this chapter. Analysis of resource flows 

by income alone gives a general picture o f the overall distribution by socio-economic 

status, but does not show that uneven patterns within the distribution are clustered into 

specific groups, defined by entitlement. This was emphasised in Chapter 6-3 in the

A s noted  in Chapter 6 -2 , m ore detailed  data on the price elasticity  o f  dem and for health care w ould  further 
enrich this analysis.
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comparisons of the progressivity indices from Chapter 4 with the distributions of mean 

contributions by entitlement. It was also highlighted in Chapter 6-2 in the comparisons 

made between concentration indices for health resource allocations, and distributions of 

mean resources by entitlem ent groups. These com parisons were made using both un

standardised and need-standardised expenditures. The comparisons identified uneven 

patterns in allocations by entitlement groups that did not show up in the summary 

concentration indices. Regression analysis indicated that there is a statistically significant 

association between entitlem ent status and health expenditures. Thus, these findings can be 

translated into recommendations for change related to entitlement structures, which fit 

directly within the remit of health care policy making.

The framework is also flexible and could be re-presented with the population categorised 

by some other group of interest to policy makers, depending on data availability.

The focus of the standard methodology is on broad categories of financing sources (i.e. 

public, out-of-pocket and private health insurance). The detailed data in the flow of funds 

framework permit investigation of the financing and allocation of specific health 

expenditures in detail.''*^ In particular, the allocation o f tax reliefs and subsidies can be 

assessed against government targeting objectives. In the Irish context, the analysis has 

permitted, for the first time, an assessment of how such reliefs and subsidies are being 

targeted and how successfully government targets and goals for these expenditures are 

being met. Alternatively, such analysis can prompt the Government to respond on what 

goals/targets are intended by these expenditures.

The flow of funds framework deliberately focuses attention on the details of resource 

flows, in direct contrast to concentration analysis where there is an ultimate goal to 

com pare summary concentration measures across countries/services/financing sources. 

There is some loss of information in both approaches. In the flow o f funds, categorisation 

of the population by entitlement status rather than income loses the strict socio-economic

C oncentration  m easures o f  progressiv ity  (e.g. Kakwani indices) can be generated  for any source of 
finance, data perm itting, depending  on the objectives o f the researcher. In the flow  o f  funds fram ew ork, the 
em phasis is on assessm ent o f  the detailed  resource flows as a requisite  rather than optional process.
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ranking that underpins concentration analysis. However, this is more a feature of the 

analytic perspective adopted in this thesis rather than of the flow of funds framework. In 

concentration analysis, the loss o f information in summary index measures has already 

been oudined (Chapter 4).

The linkage o f distributional analysis in the space of financing with that of health care 

delivery, viewed from the perspective o f the health care entitlement structures, responds to 

the central problem highlighted in the standard approach to measuring equity in health care 

financing. The value added of examining the details within the complex flow of resources 

in the flow of funds has been emphasised by this discussion. The purpose of the following 

sections on incentive structures, subsidisation and public/private interaction is to examine 

these details.

7.4 Incentive structures 

7.4.1 Incentives in the flow of funds

Allocation of resources across entitlement groups in the flow of funds (i.e. stage II) is 

uneven, and this is the case even after controlling for health care need. The role of private 

financing is o f particular interest here. The whole systems approach of the flow o f funds 

emphasises that the role of private financing varies by health care service and by 

entitlement group. In key primary and secondary services, private sources of finance are 

used by specific entitlement groups to supplement available public resources. The evidence 

on need-standardised resource allocations suggests that supplementation using out-of- 

pocket resources is associated with low levels of primary care relative to need, while in 

secondary care, private health insurance resources are associated with higher levels of care 

relative to need.

Health care resource allocation operates in the context of incentives, and in the Irish case, 

many of these incentives are directly linked to the entitlem ent structures in the system. It is 

important to examine in detail the relationship between the incentive structures and the
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observed resource allocation patterns. Incentives can operate on both supply and demand 

sides of behaviour. They have been discussed to some extent in the Irish literature but 

without a formal theoretical or international reference structure to the discussion. On the 

demand side, the role of user charges in the Irish system is assessed against a priori 

expectations on how these incentives operate. It is also valuable to compare Irish 

experience on health care incentives with that of other countries. This can help to identify 

what distinguishes the Irish health care financing system as a complex system. In 

particular, international comparison focuses on the structure of user fees in a selection of 

comparator countries. The discussion draws mainly on analysis from stages I and II in the 

flow of funds (i.e. Chapters 6-1 and 6-2).

7.4.2 Supply side incentives

Chapter 3 outlined the different methods of reim bursem ent for health care services that 

operate in the system and there are different charges for public and private services.''** 

These establish a range o f incentives that can influence health care supply.

In primary care, all GP care is provided by private practitioners and GPs are paid on a fee- 

for-service basis for private patients and on a capitation basis for public patients. In the 

public/private dichotomy at the primary care level, the central distinction is between 

medical card and non medical card h o l d e r s . T h e  medical card and dual cover groups are 

treated by GPs as public patients and the non-covered and privately insured are private 

patients. The reimbursement structure suggests an incentive on the part of GPs to maximise 

the number o f private patients and minimise time and resources spent on public patients. 

Available data in the flow of funds do not indicate that this incentive has a strong impact 

on GP care. The allocation patterns indicate higher GP utilisation by the medical card and 

dual cover groups (i.e. public patients) relative to the patients paying privately (non-

A s noted in C hapter 3, the public/private d ich otom y d o es not define en titlem ent status (e .g . the non
covered  group pays private out-of-pocl<et fees for GP care w h ile  in secondary care they are m ore likely  to be 
treated in public beds paying public charges).

Providers o f  prescription m ed icines are paid on  a fee-fo r-serv ice  basis and the fee  charged for non m edical 
card patients is h igher than for m edical card patients.
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covered and privately insured). Recent research on supplier-induced demand in GP care in 

the Irish setting failed to find significant signs of this behaviour (M adden et al., 2005).

In secondary care, there are public and private hospital providers. In the public/private 

dichotomy at this level of care, the central distinction in entitlement groups is usually 

between those with and without private health insurance. Any individual willing to pay the 

private charges can avail of private care in public and private hospitals. In practice, it is 

reasonable to assume that the dual cover and privately insured groups are treated as private 

patients (O'Reilly and W iley, 2007), while the medical card and non-covered individuals 

receive treatment as public patients in public hospitals (and the medical card group is 

exempt from public charges). For some services in public hospitals, such as em ergency 

care, there is no formal public/private distinction and all patients are public patients.

Hospital consultants face a similar incentive structure to GPs and are paid a salary for 

treatment of public patients (in public hospitals), and on a fee-for-service basis for private 

patients (in public and private hospitals). The incentives for the consultants operate 

alongside a range of other supply side incentives in the hospital setting. It is useful to 

identify if these incentives are all working to encourage a higher proportion o f private 

patients or if some are operating in opposition to each other.

By definition, private hospitals are incentivised to attract private p a t i e n t s . S i m i l a r  

incentives are observed for public hospitals despite their receipt of state funding. Public 

hospital providers are resource constrained (Independent, 2007) and have an incentive to 

attract additional funding to increase operational funding. Public hospitals receive 

additional paym ent for care that is provided in private in-patient and day care beds (usually 

to privately insured patients) and are incentivised to ensure that these beds are used to 

maximum capacity. W here care is provided in public beds, the public hospital is financially 

indifferent between a privately insured and a non-covered patient (the fee charged is the

The purchase o f  private care in private hospitals by the National Treatment Purchase Fund com plicates 
this incentive as patients treated under the NTPF are taken from public waiting lists. Private providers 
(hospitals and consultants) have an incentive to see long public waiting times and lists as these ensure a 
stream o f patients into private care, funded by the NTPF.
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same), but would not be indifferent between a non medical card holder versus a medical 

card holder (no out-of-pocket payment is received from the latter).

Private health insurance companies reimburse hospitals for care provided to privately 

insured patients. Private in-patient bed charges are higher in private hospitals than in public 

hospitals (Nolan and Wiley, 2000, Health Insurance Authority, 2008). In-patient bed 

charges for privately insured care in public hospitals are even lower than in private 

hospitals if a public bed is used. In the choice between hospital providers, private health 

insurance com panies have an incentive to choose public hospital providers over private 

hospitals. Based on this cost basis, private insurers are assumed to favour the continuation 

of private care in public hospitals and violation of the in-patient bed designation system 

(Nolan and W iley, 2000). The position of the private insurance companies reinforces the 

incentives facing public hospital providers.

Resource flow analysis indicates that the dual cover and privately insured groups receive a 

greater share of mean in-patient hospital resources, even after controlling for need, and this 

is consistent with the incentive patterns outlined here. The incentives facing public hospital 

managers and private health insurance companies are also consistent with concerns that 

privately insured care is crowding out public care within public hospitals.

For out-patient (excluding day case) and em ergency care, public hospitals receive income 

from statutory charges for all self-referred (non medical card) attendances and there is no 

public/private distinction in these charges. For these services, there is some financial 

incentive for the public hospital to favour self-referred non medical card holders (with or 

without private health insurance). Total out-patient resources in the flow of funds conflate 

day care, other out-patient, and emergency care and are thus more difficult to assess in light 

o f these supply side incentives. Day care resources account for the largest proportion of 

these resources. Total out-patient resources are biased towards the two groups with private 

health insurance, which is consistent with the incentive structures for day cases.
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On the supply side, a range of financial and some non-fmancial'^' incentives can be 

identified in primary and secondary care. For primary, in-patient, and day care, these have 

been shown here to reinforce each other, operating in favour of treatment of private 

patients over public patients. Available data from the flow o f funds suggest allocation 

patterns that are consistent with the supply side incentives in hospital in-patient and day 

care, but that are inconsistent with the incentives in GP care. These differences indicate the 

importance of assessing the full range of incentives affecting resource allocation patterns. 

Incentives operate on the demand side of health care as well as on the supply side and their 

interactions (discussed below) have implications for observed resource allocations.

7.4.3 Demand side incentives

7.4.3.1 User charges - introduction

The structure of user charges in the health system can have an impact on demand for health 

care, which may or may not be in line with policy objectives. User charges are found in 

most health systems although they vary in scope and level from one country to another. 

They are justified on a number of different, sometimes conflicting, grounds. These include 

the ability of user fees to reduce moral hazard and more generally incentivise health 

seeking behaviour in line with policy objectives, and to generate additional revenue.

In practice, user fees have been criticised for restricting health care access for the poor. 

Evidence indicates that demand for health care is relatively price inelastic, but that poorer 

individuals have a higher price elasticity of demand for health care relative to richer 

individuals (M cPake and Normand, 2008). Thus, user fees can dissuade poorer individuals 

from using health care services. In response, many systems introduce exemption strategies 

for the poor and disadvantaged although in developing countries these have proved very

T here  are o ther non-financial incentives that operate in concordance with the financial incentives for 
public hospitals to attract privately insured patients (into public and private beds). Privately insured care is 
m ore likely to be directly  m anaged by a consultant. Public hospitals have an incentive to host m ore privately 
insured patients as a way o f  keeping the consultants on site, and hence m ore available to public  patients. On 
this issue, one m anager has com m ented: “ I ’d prefer to have them  here, do ing  a few extra  private cases, than 
going to T im buctoo, B lackrock or som ew here  else” (quoted by W ren, 2003: 173).
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difficult to implement. It has also been found that while user fees are successful in 

rationing health care demand, they discourage demand for necessary as well as unnecessary 

health care attention (Robinson, 2002). In many systems, user fees have proven to be an 

unimportant source of revenue.

International experience with user fees suggests that they need to be applied with caution if 

they are to have the intended effects (e.g. reduce moral hazard, influence demand, revenue 

generation). This section investigates the structure of charges in the Irish system to 

examine the incentives implied by these charges and their likely impact on observed 

patterns of health care demand and revenue generation.

User fees in Irish health care are structured around the entitlement categories. Table 7.1 

summarises the out-of-pocket charges facing each of the main entitlement categories 

(including the new GP Visit medical card) for accessing primary and secondary health care 

services in the Irish system.
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Table 7.1 Structure of out-of-pocket charges for primary and secondary health services by entitlement status

Primary care Secondary care

GP
Prescription
medicines

Emergency department Out-patient care In-patient care

Public Private’ Public Private Public Private

Medical card FREE FREE FREE CHARGE FREE CHARGE FREE CHARGE^

Medical card (GP Visit) FREE
CHARGE
(subsidised)®

CHARGE
(conditional^, fixed*)

CHARGE
CHARGE
(conditional^, fixed*)

CHARGE
CHARGE
(fixed*)

CHARGE

Dual cover FREE FREE FREE CHARGE FREE
COVERED
(partial/full)®

FREE
COVERED
(partial/full)®

Non-covered
CHARGE
(variable^)

CHARGE
(subsidised)®

CHARGE
{conditional, fixed*)

CHARGE
CHARGE
(conditional^, fixed*)

CHARGE
CHARGE
(fixed*)

CHARGE

Privately Insured CHARGE'
(variable^)

CHARGE
(subsidised)®

CHARGE
(conditional^ fixed*)

CHARGE
CHARGE
(conditional^, fixed*)

COVERED
(partial/full)®

CHARGE
(fixed*)

COVERED
(partial/full)®

Notes to table:

' VHI Healthcare recently established a private emergency drop-in service for minor injuries.

 ̂Charges vary by GP.

 ̂Out-patient fee is waived for patients who have been referred (e.g. by a GP).

Statutory charges for emergency, out-patient and in-patient public care are fixed.

® In a small number of cases, private care is purchased via the National Treatment Purchase Fund for those who have been waiting an extended period of time for public in-patient treatment.

® Insured patients receive partial or full coverage for in-patient episodes of care, including day case treatments. An out-patient treatment can sometimes be re-classified as a day case if a 
procedure is carried out during the consultation.

 ̂Assumes that private health insurance does not cover primary care.

“ Prescription costs are above a threshold of €85 per month are publicly covered under the Drugs Payment Scheme.

Source: Adapted from Smith (2007)
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7.4.3.2 Moral hazard and demand rationing

User fees are often introduced in a developed country context to ration health care dem and 

and to control for moral hazard in cases where the price would otherwise be zero. The 

structure of user fees in the Irish system operates differently at the primary and secondaiy 

levels o f care and needs to be examined separately in terms of the likely impact on demand.

For GP care, public funding is almost fully restricted to the medical card and dual cover 

groups'^^ and the non-covered and privately insured pay full-price for GP visits. This 

describes a user fee structure in which there is an exem ption scheme for specific groups in 

the population. There are no charges applied to these exempted groups in order to control 

for moral hazard, while for the non-exempted groups, there is no public subsidisation o f the 

cost o f GP care. Individuals who hold a medical card face no direct financial disincentives 

in the decision to seek GP care. Analysis of need-standardised health expenditure from 

Chapter 6 suggests that there is evidence that the exemption strategy, while capturing the 

poorest and sickest in the population, is also giving rise to higher health care utilisation 

relative to need.'^^ Conversely, the imposition o f full-price charges to the rest o f the 

population may be restricting necessary as well as non-necessary health care demand in the 

non-covered and privately insured groups. The impact of the full-price charge is 

complicated further by uncertainty around the pricing level. Private charges for GP visits 

vary by GP, but can also vary by visit and are hard to predict in advance (Indecon, 2003).

The structure of user fees for GP care comprises two extreme policies, neither of which is 

operating with full effectiveness. At the one extreme, an exemption policy with no user 

fees has the potential for moral hazard effects. At the other extreme, imposition o f full- 

price, and uncertain, charges to ration demand has evidence of rationing necessary as well 

as unnecessary demand. M ore data on the consequences of this unmet need are required to 

understand the implications for the workings of the rest of the health care system. Where 

unmet need refers to non-acute self-lim iting illnesses the knock-on implications from 

patients not receiving medical attention are limited. W here more serious conditions are

E xceptions include the M ethadone T reatm ent Schem e, the H ealth  (A m endm ent) Act 1996 etc.
As noted in C hap ter 6, caution is required in in terpreting  h igh o r low  utilisation  as over/under investm ent 

in health  care.
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being overlooked, the implications for the cost and burden of care further down the line are 

more serious. The interactions between primary and secondary levels of care and the 

influence of user fee structures are discussed below.

As with GP care, prescription medicines are provided by private pharmacists (excluding 

hospital dispensers). The medical card and dual cover groups are exempt from all 

prescription costs with no user charges. For the rest of the population (including the GP 

Visit card holders), prescriptions are publicly funded but with large deductibles on each bill 

(the first €85 per month is paid by the individual). There is no direct evidence on the 

impact of this user fee structure on the level of demand for prescription services.'^'* 

However, the uptake o f the GP Visit card, which has been lower than expected'^^, provides 

some information on this issue. The GP Visit card provides exemption from the costs of GP 

visits but without concurrent exemption from the large prescription cost deductibles. Yet 

data from the flow of funds indicate that per capita prescription costs represent a greater 

financial burden (70% of com bined mean GP and prescription costs) on non medical card 

individuals relative to their per capita GP visit costs. The relatively low uptake of the GP 

Visit card suggests that prescription costs impose an important financial burden on 

individuals.

In secondary care, public and private hospital providers operate different user fee 

structures. Charges in private hospitals are applied to all patients. In public hospitals, 

charges apply for public and private care. For in-patient and day care in public beds, user 

fees are charged up to specified ceilings. For other out-patient (including emergency) care, 

public charges apply for all self-referred patients. The medical card and dual cover groups 

are exem pt from all charges for public care (with no user charges imposed on these groups 

to control for moral hazard) but not for private care.

The content o f  a prescription can also be influenced by the user fee structure. Prescribed m edicines include 
som e m edicines that are also available over-the-counter (e.g. mineral supplements, pain reliefs etc.). Only 
those m edicines that are prescribed are eligible for relief under the government drug schem es. From the range 
o f  m edicines that a given patient uses, the level o f public relief received is greater the higher the proportion o f  
those m edicines that are prescribed.

Just over 76,000  GP Visit cards have been issued (DOHC, 2008b), compared with stated policy intentions 
to issue 200 ,000  GP Visit cards (DOHC, 2004).
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T hese fee structures suggest u tilisation levels by en titlem ent groups that are not consistent 

with the results from  the need-standard isation  analysis in C hapter 6. T he results indicate 

there is som e high hospital utilisation relative to need for the dual cover group, but not for 

the m edical card group. R ather, it is the m edical card and non-covered groups that indicate 

low er probability  o f  accessing  hospital care relative to the privately  insured and dual cover 

groups.

The ro le o f  private health  insurance adds another layer to the user fee structure in hospital 

care w hereby the dual cover and privately  insured groups receive partial/full 

reim bursem ent for in-patient and day care charges in public and (selected) private 

h o s p i t a l s . C o v e r  from  private insurance provides som e explanation  for higher utilisation 

by these groups, contro lling  for need, relative to the non-covered (w ho still face 

public/private out-of-pocket charges), but not relative to the m edical card group (w ho are 

exem pt from  public out-of-pocket charges). T here is also further com plexity  in how 

secondary care charges apply in practice. T here  is ev idence that actual collection  o f public 

charges is low in som e hospitals (Sm ith, 2007). T here is likely to be a socio-econom ic 

gradient in the rate o f  recovery  o f  statutory charges as h igher incom e individuals are m ore 

likely to be able to pay on dem and, or w hen a bill is received, relative to  low er incom e 

individuals. The transactions costs to the hospitals o f  follow ing up unpaid bills m ight 

outw eigh the value o f  the b ills outstanding.'^^

C ontro lling  for all o ther factors (i.e. health status, socio-econom ic status etc.), the user fee 

structures are in favour o f  h igher care seeking behav iou r by the m edical card  (including GP 

V isit card holders) and dual c o v e r‘d** groups relative to those w ithout any m edical card for 

prim ary care. A sim ilar pattern is indicated for hospital-based care (in-patient, out-patient

Private health insurance packages vary in term s o f the levels o f  cost sharing required (e.g. deductibles, 
reim bursem ent ceilings etc.), and the private facilities in w hich care is reim bursed, and they m ainly cover in
patient and day care.

As noted in C hapter 6-1, m echanism s for collecting  charges for self-referred public out-patient 
consultations are likely to be poorly developed in public hosp itals because o f a low  volum e o f  se lf-referrals to 
public out-patient c lin ics (Fitzgerald , 2008, personal com m unication).

Individuals who hold dual cover from  private health insurance and a m edical card  tend to be from  the 
group aged 70 and o lder who becam e eligible for a m edical card  in 2001 w ithout m eans testing. These 
individuals have seen an effective reduction in the cost o f  health  services. Dynam ic analysis m ight show  an 
increase in health care u tilisation by this group since 2001.
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and emergency). However, the latter is complicated by the fact that the costs of care 

(mainly in-patient and day care) can be partially/fully reimbursed for the dual cover and 

privately insured groups. Given that private care is available within public hospitals, this 

also has implications for the patient mix in a capacity constrained sector.

Overall, this discussion shows that the impacts of user fees in the Irish system are 

consistent with theoretical expectations and international experience of behavioural 

responses to financial incentives. There is evidence that user fees may be rationing 

necessary as well as unnecessary demand in primary care for specific groups in the 

population; that exemption strategies can work to protect the poor and vulnerable from user 

fees but that failure to control for moral hazard may lead to higher utilisation relative to 

health need. For secondary care the Irish experience with user fees is more difficult to 

assess because of the complexity of charges and interactions with privately insured care.

7.4.3.3 Further incentive effects of user fee s

User fees can also have an impact on the decision on where to seek care.'^^ Rationing 

demand at one level of health care can shift demand to another level, and this may be 

intended/unintended by policy makers. Although GPs have a gatekeeping function within 

the system, in practice there are ways in which direct access to secondary care is possible. 

Public hospital in-patient data indicate that more than 68% of public hospital in-patients are 

admitted via the em ergency route (ESRI, 2007). Private out-patient appointments with 

consultant specialists do not necessarily require referral. It is important to assess the 

implications of the user fee structure for decisions on where to seek care in the system.

The information in Table 7.1 indicates that the medical card group has an incentive to make 

use of public rather than private care, but within publicly funded care there is no direct cost 

differential between primary or secondary care. Similar incentive patterns hold for the 

group with dual cover regarding the choice between primary and secondary care. W ithin 

secondary care, there is a choice between public and private care and the direct cost

This excludes the most acute cases o f  heart attack, stroke etc. where there is little/no question about the 
need to seek care or where to seek care.
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differential between these depends on the scope of the private insurance package owned by 

the individual (i.e. zero charges for public hospital care versus co-paym ent conditions of 

the private insurance package).

The non-covered group faces direct user charges at the point of use for all levels of health 

care (in addition to contributions to the public budget). There is an incentive for this group 

to avoid out-of-pocket charges at any level of health care as far as possible. W here care is 

needed, the direct user fee incentives depend on the price differentials. As indicated, access 

to secondary care is nominally based on a referral basis but in practice the Emergency 

Department (ED) offers a direct route to secondary care in the Irish system, where self

referral accounts for the majority of ED attendances (Com hairle na nOspideal, 2002). The 

statutory out-of-pocket charge for self-referred ED attendance (€60) is similar to standard 

GP charges. This suggests minimal difference in the direct cost incentives governing the 

choice between ED and primary care. In practice however, there is evidence that non

covered individuals are relatively higher users of ED care for low level triage complaints 

(i.e. capable of being handled in a primary care setting) (Smith, 2007). It has been 

suggested that rather than responding to the actual prices, individuals are responding to 

perceived costs (Red C, 2004). Out-of-pocket costs associated with GP attendance are more 

prominent in public discourse than the charges associated with ED attendance. The flow of 

funds analysis suggests an additional reason. Contributions to the public health budget (i.e. 

via tax and non-tax payments) provide individuals with a sense o f ‘buy-in’ into the public 

hospital system in a way that is not there for primary services. W here the cost o f care is an 

important factor in the decision on whether/where to seek health care, individuals already 

have a long-standing link (through their public contributions) with the hospital emergency 

system that does not necessarily exist with a private GP. In the sense that an individual has 

already paid to some extent for hospital care, it is logical to attend the ED in order to 

benefit from that paym ent even if there is an additional out-of-pocket charge. As indicated 

earlier, in practice, in some hospitals the actual collection o f these charges is limited 

(Smith, 2007). ED care is thus effectively free at the point of use for a patient who chooses 

not to pay in a context where the threat of punitive action for non-payment is constrained 

by high costs to hospitals of initiating such action.
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In the choice between primary and secondary care via the ED route, the privately insured 

individual responds to the same set of direct user fee incentives as the non-covered.'“  The 

higher average incomes of the privately insured suggest that the cost factor has less 

importance in the decision on where to seek care. This is supported by evidence of 

relatively low ED utilisation levels of this group in a sample of four large Irish EDs (Smith, 

2007). This suggests that in the choice between primary and secondary care via emergency 

care, the privately insured are more likely to be able to afford GP care.'®' M ore detailed 

analysis o f the location decision would need to control for income.

It is important to note that the structure of user charges outlined in Table 7.1 gives rise to 

some incentive patterns that were intended by policy makers while others may be 

unintended. The imposition of out-of-pocket charges for self-referred ED visits is an 

example of an intended policy aimed at rationing demand for ED services and ensuring 

non-emergency cases are directed to more appropriate primary levels of care (M urphy et 

al., 1997).

Although not included in the flow o f funds analysis for 2004, the incentives for individuals 

with a GP Visit card have also been considered. The out-of-pocket charges for this group 

are similar to those for the non-covered with the exception that the latter are not eligible for 

free GP visits. This suggests some reduction in the motivation to use ED care rather than 

primary care for the GP Visit group. However, the cost of prescriptions (not funded under 

the GP Visit card) might interfere with this decision. Future survey data will need to 

capture the health seeking behaviours of this new group. The characteristics of the decision 

to introduce the GP Visit card are discussed in more detail in the section on policy options.

T he m ajority o f  private health insurance packages do not cover ED care.
A lthough charges are not reim bursed, under m ost private health insurance packages, for private ou t-patien t 

consultant appoin tm ents (another route into secondary care), the privately insured groups m ight have a 
g reater incentive to use these services re la tive  to the non insured groups. An ou t-patient consultation  can be 
re-classified as a day case if  a procedure  is undertaken (e.g. injection) during the consultation , thereby 
rendering the visit e lig ib le for private insurance reim bursem ent. If the fee received for a day case p rocedure  is 
h igher than for an ou t-patient consu lta tion , this also identifies a supply side incentive for the consultant.
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7.4.3.4 User charges as source of revenue

The revenue generated by user charges (i.e. out-of-pocket resources) in the Irish health 

system has already been assessed in Chapter 6. The data indicate that while out-of-pocket 

resources represent a relatively small proportion of the total health care resource envelope, 

they provide an important source of financing for specific groups in the population and for 

specific services. There is evidence that user fees represent an important source of income 

for primary care providers. In particular, this was shown by the success of GPs in 2001 in 

negotiating special capitation rates for the new 70+ medical card to compensate them for 

loss of income from private user charges. For secondary care, data from the flow of funds 

indicate that income from user charges represents approx. 9% of total (gross) public 

hospital funding.

7.4.3.5 International comparisons

The foregoing discussion of the user fee structure in the Irish health care system shows that 

in accordance with theory and international experience, user charges can influence and 

ration demand (either in ways that are intended or unintended) and vary in terms of 

additional revenue provided to the system. Once in place, user fees in the Irish system, as 

in any other country, establish incentive effects that can be expected given individuals’ 

price elasticities of demand.

It is also important to compare the scope and level of user fees as applied in Ireland relative 

to other health care systems. This exercise can be placed within the context of recent work 

that has focused on identifying ‘health baskets’ (Busse et al., 2007), which refer to the 

health services, activities and goods that are covered by public funding (e.g. mandatory 

insurance schemes, national health service etc.). The Health Basket project compared the 

characteristics of health baskets across a range of European countries (e.g. UK, Denmark, 

France etc.). This work provides some useful terminology that can be used to guide cross

country comparisons. Coverage within the health basket is characterised by three 

dimensions: breadth, depth, and height. Breadth refers to the extent of the covered 

population; depth refers to the number and character of the covered services; and height 

refers to the extent of the costs of the services that are covered. In cases where
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services/activities/goods have a co-payment of 100%, these are not covered and are not 

considered to be part of the benefit basket. The terms breadth, depth and height are used in 

the following discussion to ensure consistency with the literature.

Analysis from the flow of funds highlighted that less than 9% of Irish public health care 

expenditure is allocated to services for which there are no eligibility restrictions. This is 

interesting in the context of equity principles governing the structure of the system. Where 

there is public funding of a service, there is separation between payment for and 

consumption of a service. All individuals are nominally required, via the tax and non-tax 

revenue system to contribute to public resources on the understanding that these will be 

distributed in line with an accepted distribution principle (e.g. according to health care 

need). Yet the structure of entitlements in the Irish system is such that 90% of the resource 

envelope into which an individual is paying is subject to restrictions. This has implications 

for equity as not all of these restrictions are strictly defined in terms of need.

The discussion on public resource entitlement restrictions in Chapter 6-2 highlighted five 

different types of restrictions. In some cases the entitlements are defined in terms of socio

economic status, or health need, or a mixture of the two. Further, the health care focus of 

the restrictions varies. Some restrictions are focused on specific health care providers, 

others apply to a range of health services but are limited to specific individuals, while 

others involve a mixture of both.'®^ The complexity of these restrictions attached to the 

allocation of the public health care budget reduces transparency in the financing system. 

Poor transparency leads to problems in monitoring and tracking value for money in the 

system. There is also a risk that such complexities in entitlement structures dampen public 

support for a system which relies on tax compliance in the general population in order to 

sustain the funding base. Cost sharing is implied where entitlement to public resources is 

restricted. The foregoing discussion has detailed where cost sharing applies (e.g. in in

patient public hospital care for non medical card holders; 100% user charges for GP visits

In practice, although not the specific focus o f  this research, physical constraints on the supply side im pose 
further restrictions. Som e community based services are eligible for all, but in practice, supply is limited so 
that m edical card holders are granted priority access (DO H C, 2007a).

- 3 4 4 -



for non medical card holders; deductibles on prescription costs for non medical card 

holders).

The UK National Health Service (NHS) provides a direct contrast to the Irish system in 

terms of the breadth, depth, and height of public resource entitlements. W hile most health 

care in the Irish system involves some cost sharing, the opposite is the case in the UK 

NHS. M ost health care in the NHS is free at the point o f use and even where user fees do 

apply, the exemptions are “extensive” (Oliver, 2005: S75). Dentistry, optical services, and 

prescription charges are the three main areas where user fees have been introduced. For 

prescriptions, a fixed-rate deductible (STG£6.40 in 2004, STG£7.10 in 2008) is payable on 

each item (Oliver, 2005, Dept, o f Health, 2008). The rate is fixed regardless of the cost of 

the prescription and thus a high proportion of actual prescription costs are covered by 

public funding. It is also estimated that approx. half of the population (including those on 

low incomes, elderly, school children etc.) are exempt from this charge (Oliver, 2005) and 

in practice this covers more than half the number of prescriptions that are dispensed 

(European Observatory, 1999). The UK health basket is more extensive than in Ireland on 

each dimension of breadth (all the population is covered), depth (primary and secondary 

care services are included), and height (free primary and secondary care and low 

deductibles on prescriptions).

Similarly, in the Canadian system, residents are eligible to receive free at the point of 

delivery: “virtually all hospital, physician (including some dental surgery) and diagnostic 

services” (European Observatory, 2005a: 4). This implies universal breadth, a large number 

of included services (depth), and high cost coverage (height). All other health services are 

funded from private health insurance and out-of-pocket payments. These include 

pharmaceuticals prescribed outside of hospitals, most dental and vision care, and long-term 

care. Pharmaceutical drug costs (prescription and non-prescription) constitute the second 

largest category of health expenditure in the Canadian health system and recent 

recommendations for reform include measures to protect against high cost drug charges 

(Commission on the Future of Health Care in Canada, 2002, European Observatory, 

2005a).
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In the Australian system, medical treatment is free for public hospital and the majority of 

GP and specialist services'^^, and essential pharmaceuticals are subsidised (European 

Observatory, 2006). As in the Canadian system, for the services that are included in the 

benefit basket, there is universal coverage (breadth), and high cost coverage (height). 

Private payments are required for pharmaceutical cost sharing, other medicines not covered 

under the subsidisation scheme, dental care, and any gap between doctors’ fees and 

reimbursements from the government health insurance system. Pensioners are granted 

concessions or free treatment.

In the international context, there are similarities with the Irish system in terms of the depth 

o f publicly funded care (e.g. non-prescription medicines are less likely to be included in the 

basket in many countries). However, in terms of the breadth and height of publicly 

financed care, the Irish system is at the narrow end of the scale and is complex. Coverage 

of primary care is restricted to less than 30% of the population (narrow breadth) and 

primary care for the non medical card holders (with cost sharing of 100%) is excluded from 

the basket. Coverage o f secondary care is broader than in primary care, but cost sharing is 

imposed. However, it is not just the wide scope of the entitlement restrictions that 

distinguish the Irish system. There are other countries where user fees are imposed on a 

wide range o f services for large proportions of the population, but the rates of cost sharing 

tend to be lower and exemptions strategies are transparent and simple.

The Swedish health care system relies on a combination of proportional income tax and 

user charges to finance health services. User charges apply in primary and secondary care 

and for prescription medicines. The system is similar to that in Ireland in the sense that the 

major health services are provided on a cost sharing basis. In the Swedish structure, all 

individuals aged under 20 years are exempt from the user fees for GP and hospital care. 

There are maximum limits for user fee payments in all services to protect individuals from 

high costs. Approximate charges are as follows: €11 per primary care visit; €22 per out-

M ost GPs opt to bulk bill the government health insurance system, ‘Medicare Australia’, in which case the 
service is effectively free to the patient. Alternatively, GPs charge the patient a higher amount and the patient 
can claim an 85% rebate on the schedule fee from Medicare Australia. For oul-of-hospital specialist 
consultations, Medicare Australia reimburses 85% o f  the schedule fee (European Observatory, 2006).
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patient consultation; €9 per in-patient day; subsidisation of prescription charges in excess 

of €100 per annum (Anell, 2005). Three features distinguish the Swedish health user fee 

structure from that applied in Ireland. First, the entitlem ents are standardised across health 

services. The exemption for individuals under the age of 20 applies uniformly for GP, out

patient and in-patient care. This is transparent and non-arbitrary in contrast to the complex 

range of entitlement restrictions on public resources outlined for the Irish system (see 

Chapter 6-2). Second, maximum payment limits are imposed on all health payments. In the 

Irish system these only apply to public in-patient hospital charges and to drug payments 

(i.e. the Drugs Payment Scheme), while there is no high-cost protection for GP or other 

care for non medical card holders (i.e. more than 70% of the population). Third, absolute 

values o f the user fees are lower than in Ireland (e.g. approx. €50 per GP visit; €60 per self

referred out-patient visit; €60 per public in-patient n ight’̂ "'). In Sweden, total out-of-pocket 

per capita payments in Sweden (using 1999 data) were estimated to be €230 while 40% of 

the population paid no charges (Anell, 2005). Data from the flow o f funds show that mean 

out-of-pocket payments in the Irish system (using 2004 data) were more than €6(X) for the 

non-covered and privately insured groups (i.e. more than 70% of the population). 

Interpretation of such cross-country comparisons is hindered by the variation in data 

sources and service definitions but the general comparison suggests that out-of-pocket 

charges are relatively high in the Irish system.

Ireland is not alone in the complexity of its entitlement structure. The French system is an 

example of a European social health insurance based system where cost containment has 

been a central goal of health care reform in recent years (Saltman, 2004). The health 

insurance system outlines a range of medical goods and services that qualify for 

reimbursement, including hospital care, specialist and GP care, specified pharmaceutical 

products, and others. The level of reimbursement to the patient varies but in general the 

cost sharing rates are higher for out-patient care and medicines than for hospital treatment. 

There are exemptions from cost sharing that are linked to health status and other factors 

(e.g. disabled children etc.). Complementary coverage of voluntary health insurance is 

provided to all individuals on low incomes, thereby offering exemption from cost sharing.

S e e  Chapter 3 for further details.
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The system of reimbursement is complex but on average the reimbursement rate is 75% for 

GPs and specialists, 90.2% for hospital care and 61.5% for medicines. It is difficult to 

determ ine the level of cost-sharing in the French context although one estimate indicates 

that individuals on low incomes (<€5400 per annum) were estimated to have an average 

annual cost sharing burden of €193 (Sandier et al., 2004). M easures to contain costs in the 

French system have in the past included increases in the rates of cost sharing but these have 

not been considered in more recent reforms given competing objectives of improving 

equity in the system (Sandier et al., 2004). Thus, although the reimbursement entitlements 

in the French system are difficult to disentangle, the average rates of reimbursement are 

more than 70% for GP and hospital services, for all individuals.'^^

7.4.3.6 User fees summary

Overall, the discussion of the structure of entitlements in the Irish system shows that user 

charges operate in accordance with theory, establishing a set of incentives that can be 

predicted on an a priori basis. The imposition of cost sharing in a health system is also not 

unusual in an international context.

However, the international comparisons highlight some key points on the distinctiveness of 

the Irish health care system. The breadth of cost coverage in Ireland is narrow relative to 

other countries for primary care. Cost sharing of 100% applies to GP care for more than 

70% of the population (i.e. technically excluded from the health basket). There are other 

countries where cost sharing applies to a wide range of services, as in Ireland, but the 

height o f cost coverage in Ireland is distinctively low (i.e. high user charges). The 

com plexity of entitlement restrictions in Ireland reduces the transparency in the system, 

which in turn risks lowering public support for the system. The complexities also hide 

im portant variations in the eligibility criteria which include a mix of socio-economic and 

health need factors. Yet there are other countries where entitlement patterns are complex. 

In the French system it is difficult to generate accurate estimates o f average reimbursement 

rates and exemptions are granted on a range of criteria. However, even within this system.

W ith the free voluntary health insurance for those on low  incom es, the effective reim bursem ent rate for 
these services is 100% for low  incom e groups.
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the breadth o f  coverage by the social health  insurance system  is large and the average 

reim bursem ent rates are high.

Thus, it is in the com bination o f  these factors that d istinguishes Ireland from  other health 

care system s. T he m ajority  o f  the Irish health  care system  is run on a cost sharing basis 

(e.g. IS in Sw eden); user fees are h igher than in o ther countries particu larly  in prim ary care 

where G P fees are charged at full price fo r the m ajority  o f  the population ; and the structure 

o f  en:itlem ent restrictions are com plex (e.g. as in F rance). It is d ifficu lt to  identify other 

countries in w hich all these factors are operating  w ith in  the one system .

There m ay be m ore sim ilarity  across countries in term s o f  w hat is not covered  by public 

sy stens. For exam ple, Ireland is not unique in excluding  public  en titlem ent to non

prescription m edicines. L ow er levels o f  coverage for dental and optical care are also 

consistent w ith o ther countries and these are areas that require m ore atten tion  as they can 

be very costly  to patients.

Identification o f  the incentives set up by entitlem ent restrictions, and investigation  o f  the 

subsequent private resource flow s that cover cost sharing requirem ents, are central to 

assessing equity  in health  care financing in the Irish system . T his d iscussion has also 

o u tliied  a com bination o f features that d istinguish  the com plex ity  o f  the Irish health  care 

finarcing  system . Such analysis offers the possib ility  for guiding policy  decisions in other 

co u n ries  w here options for altering cost sharing structures are increasingly  being 

co n sd ered  to generate additional revenue in cost constrained environm ents (M cPake and 

N ornand , 2008).

7.4.4Supply and demand incentives

A lth)ugh exam ined separately  in the above discussion, the supply  and dem and side 

inceitives do not operate in isolation w ithin the Irish health  care system . The extent to 

which they conflict or coincide can be assessed, d raw ing  on data  from  the flow  o f funds.
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For prim ary care, incentives on tiie supply side are in favour o f  relatively  high utilisation 

by private (non-covered and privately  insured) patients. T hese conflict w ith dem and side 

incentives w hich favour relatively  high u tilisation  by the m edical card (including G P V isit 

cards) and dual cover groups. N o evidence o f  supplier-induced dem and has been found in 

recent analysis (M adden et al., 2005), w hile the allocation patterns identified in the flow  o f 

funds are consisten t w ith the dem and side incentives for higher utilisation by patients who 

face zero  d irect charges for prim ary care. T hese patterns suggest that the dem and side 

incentives dom inate in prim ary care.

For hospital care, supply side incentives favour higher utilisation by privately  insured 

patients w hile the influence o f  dem and side incentives is m ore d ifficult to assess. A s noted 

above, resource allocation patterns from  the flow  o f funds analysis are consisten t w ith the 

supply side incentives for in-patient care. D ay care patterns dom inate the out-patient 

resource flow s and these are also consistent w ith the supply side incentives. It is reasonable 

to assum e that decisions concern ing  the allocation o f in-patient and day case beds are 

driven by m edical professionals (i.e. supply side), rather than by patients them selves. This 

supports the observations here that supply side incentives have m ore influence on how 

these services are delivered and any changes to incentive patterns w ould be m ore effective 

if  targeted at the supply i n c e n t i v e s . T h i s  contrasts w ith the prim ary care structure where 

there is greater scope for dem and side factors to play a m ore dom inant role as patien ts self- 

refer to their GP. G iven that a large proportion  o f  privately  insured care takes place w ithin 

the public hospital system , the findings further support the claim s in the literature o f  a two- 

tier system , w hereby those w ith private health  insurance gain faster access to public 

hospital care. G reater access to hospital care and other non-financial factors have been 

cited as key reasons for purchasing private health  insurance in Ireland (N olan, 2005) and 

these are possibly m ore influential than the user fee incentives.

This d iscussion o f incentives, and the related  issue o f  restricted en titlem ents to public 

resources, raises fundam ental questions about the rationale underpinning the health

A s d iscu ssed  in Chapter 6 -2 , further regression  an a lysis o f  health care exp end iture/u tilisation  patterns 
needs to capture m ore data on  supply sid e  factors.
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structures. It is not clear why access to public resources for prim ary care is more restricted 

than for hospital care. It is suggested that this is due more to events in political history, 

where there has long been a strong emphasis on secondary care, than to health equity 

criteria. The hospital sector commands the highest proportion o f total health care resources 

and a strong focus on curative care can be traced back through the history of the Irish 

health care system (Barrington, 2000). The rationale for incentivising the health care 

system in such a way that less than one third of the population have a strong incentive to 

use primary care while the rest are, at best, financially indifferent between primary and ED 

care, is not clear. The existence of conflicting incentives is further indicative of poor 

planning in the system.

It is also surprising that other incentives in the system have not been acted on. In particular, 

public expenditure on primary care is more restricted than on secondary care and primary 

care is conducted entirely in the private sector. This suggests an opening for a private 

insurance market in primary care and yet packages offering primary care coverage are 

relatively new developments in the market.

7.5 Subsidisation in the system

A central message from the com plete resource flow is that overall, resources are transferred 

from the two higher income entitlement groups to the two lower income entitlement 

groups. This is consistent with an egalitarian principle whereby there is separation between 

ability to pay for care from receipt of health care and suggests a concern with the worse off 

groups in the population. However, more detailed analysis of specific resource flows 

indicates that the direction of subsidisation is not uniform throughout the system and these 

give rise to important cross subsidisation effects which are more difficult to align with 

ideological principles on equity. This section investigates some of the specific flows that 

are associated with these unusual patterns in the flow o f funds, drawing on data identified 

from each stage of the analysis in Chapter 6.
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The entitlem ent restrictions discussed above give rise to further interactions at different 

levels in the system that can lead to some unusual resource flows. Tax relief on health 

expenses is one example of an expenditure flow that arises because of restrictions 

elsewhere in the financing system. Cross subsidisation for this expenditure is not 

necessarily in the direction of rich to poor (see Chapter 6) and based on the discussion of 

theories on distributive justice in Chapter 2, this type of transfer is difficult to align with an 

egalitarian based principle (e.g. Rawlsian theory, utilitarianism). As stated in policy, this 

form o f tax relief is specifically aimed at those who are not protected by a medical card or 

private insurance. W hile this relief accounts for a relatively small proportion of health 

financing, it is important in terms o f the inequity that it highlights. The policy justification 

for the relief explicitly acknowledges that some individuals require assistance in meeting 

out-of-pocket health care payments. The tax relief itself has a regressive structure and 

offers a relatively higher benefit to those on higher incomes so that even against its own 

objectives the relief is not optimally designed. Yet the need for the relief, in any form, 

could be avoided if exposure to direct out-of-pocket payments did not fall so heavily on 

one particular group in the population. The opportunity cost of the tax relief expenditure 

can therefore be questioned against an alternative of adjusting the fundamental entitlement 

structures to reduce cost sharing burdens on non medical card populations.

Similarly, the expenditure flow under the National Treatment Purchase Fund (NTPF) exists 

because of problems created by the incentives that favour the treatment of private patients 

over public patients in the public hospital system. The NTPF addresses the subsequent 

problem of long waiting lists for public patients. As with the tax relief on health expenses, 

the resource flow for the NTPF gives rise to cross subsidisation that is not necessarily in 

the direction o f rich to poor. The NTPF creates a complicated resource flow whereby some 

of the contributions made by individuals to public resources are allocated to purchasing 

health care in the private sector, at private sector rates, for public patients through the 

NTPF. As with the tax relief on health expenses, the importance of the NTPF to this 

discussion is not because it involves a large amount of money (<1% of total public 

expenditure), but because of its existence and what it says about the rest o f the system. The 

NTPF is a symptom o f the wider problems in the system caused by complex supply and
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demand side incentives that operate to favour the treatment o f private patients over pubUc 

patients within the public hospital system, regardless of health care need or socio-economic 

status.’ ’̂

In most cases, private resources are used to supplement what is available from public 

resources for specific services/individuals. Supplementation can also occur in the opposite 

direction with implications for subsidisation patterns. Public expenditure on tax relief for 

private health insurance premiums is one such example. Analysis from the flow of funds 

highlights the fact that total contributions to private insurance resources include not just 

insurance premiums paid by those who directly benefit from the insurance, but also 

contributions to insurance tax relief through public funding, from all entitlem ent groups. 

Even the group with the lowest mean income, the medical card group, is contributing to 

funding that benefits only those who can afford to purchase private health insurance.

These examples of specific resource flows indicate that inequitable patterns (i.e. from the 

perspective of an egalitarian principle) of cross subsidisation can occur because o f second 

best solutions to problems elsewhere in the system, as in the case o f tax relief on health 

expenses and the NTPF. However, they can also arise because o f specific government 

policy goals, such as the explicit use of tax relief on private health insurance premiums as a 

means of encouraging consumption of private health insurance. Although small in 

magnitude relative to total health care resources, these complex resource flows can 

represent large proportions of funding for specific groups/services'^*, and are important 

signals for wider inconsistencies in the rest of the financing system. The identification of 

these inequitable patterns of cross subsidisation shows the important contribution made by 

the flow of funds framework in highlighting the unintended consequences of specific 

policies.

A s noted earlier, the N T PF in turn establishes supply side incentives to m anage public waiting lists in a 
way that ensures a stream  o f  patients into private care.

For exam ple, tax re lief on private health  insurance prem ium s accounts for 22%  o f  total expenditure on 
prem ium s, see C hap ter 6-1.
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M oreover, a complex, but relatively small, flow of resources might in time become much 

more disruptive to a system if it is used to channel a larger flow of resources. The 

inconsistencies associated with the NTPF would be much more visible if its budget were 

multiplied. Nolan made a sim ilar point in a discussion on private health insurance. The 

problems associated with the privately insured gaining preferential access to the public 

health system were in existence prior to the rise in the number of insured individuals, but 

there is no doubt that the rapid increase in the insured population has exacerbated the 

problem and made it more visible (Nolan, 2005). The complex systems perspective can 

serve as an ‘early warning system ’ by highlighting seemingly insignificant, but potentially 

disruptive, complexities in the system. This has lessons not just for the Irish system, but for 

other international systems. For example, the interaction of supplementary private 

insurance with the public health care system in the UK may be similar to the Irish 

experience but is too small to identify.'*^

7.6 Public/private in teraction

The final area to be discussed from the flow of funds analysis concerns the interaction 

between public and private care in the Irish system, specifically on the interaction at the 

secondary level of health care. The implications of mixing public and private care within 

the one health care system were discussed in Chapter 2 based on information on how the 

Irish health system is structured in principle (e.g. libertarian values apply to ‘hotel’ benefits 

for secondary care within the public hospital system). The observation o f how public and 

private resources interact in practice in the flow of funds sheds new light on this issue 

which is outlined here and this may also be of interest to other countries. This discussion 

draws on data from the each stage o f the flow of funds.

In public discussions on the perceived priority given to privately insured patients in 

secondary care, the position o f the privately insured is often defended by the argument that

Less than 11% o f  the UK population are estimated to hold private health insurance, based on data from the 
late 1990s (European Observatory, 1999)
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they are effectively  paying tw ice in order to gain access to the public hospital system  (i.e. 

through public contribu tions and private insurance prem ium s).

T he flow  o f funds analysis raises a num ber o f  counter-argum ents to  this. F irst, all 

entitlem ent groups pay public contributions to fund the public hospital system . T he fact 

that average paym ents by the privately  insured are h igher is consisten t w ith a progressive 

revenue system . T he structure o f the system  is nom inally  consisten t w ith an egalitarian  

principle w hereby all individuals contribute to  public hospital care on the basis o f  ab ility  to 

pay, and in theory, the resources are allocated  in accordance w ith a separate health-related  

criterion (although som e are required to m ake ou t-o f-pocket paym ents, an added 

com plication). The h igher m ean public contribu tions by the privately  insured do not grant 

them  any special claim s on those resources. In this broadly  egalitarian  context, it is not 

clear w hat equity  principle w ould allow  for voluntary paym ent o f  additional private 

insurance resources to  confer preferential access w ithin that system .

Second, the discussion on cross subsidisation in the system  has em phasised  that the 

purchase o f  private health  insurance is subsid ised via tax re lie f on private health insurance 

prem ium s, by all en titlem ent groups, including the low er incom e groups. There is no clear 

equity  princip le that w ould allow  a low  incom e group to  subsid ise the purchase o f private 

insurance by a h igher incom e group w hich w ould subsequently  allow  that higher incom e 

group preferential access to a bed in a public hospital. Yet this is observed in the Irish 

system , w ith the fu rther com plication o f estab lish ing  the N T PF  to cater for long-w aiting  

public patients w hich in turn sets up another pattern o f po ten tia lly  inequitable cross 

subsid isation effects.

Third, the subsid isation  o f  p rivately  insured care by low er incom e groups is not restricted 

to the provision o f tax re lief on prem ium s. C harges for p rivately  insured care in public 

hospitals do not cover the full econom ic cost o f  that care. It should be noted that it is 

probably im possible to agree on an econom ic cost o f hospital care and different defin itions 

can be legitim ately ju stified  from  d ifferen t theoretical perspectives. D ecisions on how  or 

w hether to include overhead costs in the calcu lation  o f an econom ic cost are difficult. For
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example, private health insurance providers might argue for lower overhead costs on the 

basis of lower casemix intensity o f their customers.

Notwithstanding the range o f possible estimates for the full economic cost of private care 

in public hospitals, policy makers accept that the current charges fall short of that cost. 

There is a com mitment to increase the private bed charge over a phased period to 

ultimately reflect the full economic cost (DOHC, 1999b). In line with this commitment, the 

private and semi-private bed charges for regional HSE and voluntary hospitals have 

increased by almost 200% from 2000 to 2007 (DOHC, 2007d).'’  ̂ In 2001, the public 

hospital in-patient charge for private care was estimated to be less than 50% of the full 

economic cost o f an in-patient bed day (Commission on Financial M anagement and 

Control Systems in the Health Service, 2003), and by 2004 this had increased to 60% 

(DOHC, 2006b).

The flow of funds, while not answering the question of the economic cost of a bed day, 

permits comparison of income received from the bed charges with resource allocations. It 

is estimated that the amount of income received by public hospitals from in-patient bed 

charges paid in respect of care given to the privately insured and dual cover groups 

represents approx. 25% o f gross public hospital resources allocated to these two 

entitlement groups. These results suggest that despite recent increases in private bed 

charges, subsidisation of privately insured care in public hospitals persists. The level of 

public subsidisation indicated by these data is higher than indicated by the above estimates 

cited in the literature. The results are also consistent with (although not proof oO evidence 

that the public/private bed designation system is violated, whereby private patients are 

being treated in public beds, and charged at public in-patient rates rather than at private 

rates.

Overall, the data do not support the frequently cited argument that individuals with private 

health insurance are paying twice for public hospital care. Rather the flow o f funds 

indicates a complex pattern of subsidisation with negative implications for equity. Results

These charges increased by 73% in the period from 2000 to 2004,
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from  stage I dem onstrate  the active support by governm ent policy for the private health 

insurance m arket. T he tax re lief on private health  insurance prem ium s represents m ore than 

20%  o f expenditure  on prem ium s. A s described in C hapter 3, the m otivation  behind 

governm ental support to the private health  insurance m arket relates to its ro le as an 

im portan t source o f  financing in the system . Y et stage I analysis show s that the net 

financial contribu tion  o f privately insured care to the public resource envelope is alm ost 

zero. E stim ated incom e received by public hospitals from  privately  insured care alm ost 

m atches the tax re lie f provided on health  insurance prem ium s. A s outlined above, analysis 

from  stage II indicates that the net financial contribu tion  o f  private health  insurance is 

negative in light o f  the public subsidisation o f  privately insured care in the public hospital 

system .

In addition , d iscussion in stage I o f  the flow  o f funds indicated that there are non-financial 

negative im pacts o f  p rivately  insured care on the public hospital system . C hapter 3 cited 

ev idence o f tw o-tier access for privately  insured care to  public hospitals based on w aiting 

list data and vio lation o f the bed designation  system . R esults from  the flow  o f funds 

analysis are consisten t w ith the tw o-tier system  o f access. A nalysis at stage II suggests that 

the privately  insured groups receive h igher levels o f hospital resources relative to their 

health  care needs. G iven that approxim ately  h a lf o f privately  insured care takes place 

w ith in  public hospitals, it is likely that the large volum e o f privately  insured care is 

d isp lacing  public care in light o f  the w ell-docum ented capacity  constrain ts in public 

hosp ita ls (see C hap ter 3).

T ogether, these findings from  the flow  o f  funds h ighligh t the inequitable patterns relating 

to  privately  insured care w ithin the Irish health  care system . T hese are generated  by a 

com bination  o f  public subsid isation , supply and dem and side incentive factors (d iscussed 

earlier). T hese results are also in teresting from  the perspective o f  in troducing policy  

changes to rem ove the tw o-tier system  in public hospital care. Increases in private bed 

charges tackle the incentive that exists for private insurance com panies to encourage 

trea tm en t o f  private patien ts in public hospitals. H ow ever, focusing on one incentive 

w ithou t addressing others can have lim ited im pact on actual behav iour as suggested by the
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lack of response to the recent increases in private bed charges. In terms of clinical 

decisions, the consultants are the dominant decision makers at the hospital level. Flow of 

funds analysis shows how the consultant receives 40% of private insurance claims 

expenditure on hospital care.'^ ' W ith regard to decisions on treating private patients in 

public or private hospitals it is interesting to note that the consultants receive those 

resources regardless o f where the care is provided. For convenience reasons, consultants 

might prefer to conduct most of their private and public work from the one location. From 

the perspective of an individual public hospital, privately insured patients provide a source 

of income (although in aggregate this represents less than 7% of total gross public hospital 

resources).'’  ̂The influence o f these incentives persists despite the changes to the structure 

of private bed charges. Thus, the development o f policy options for improving inequitable 

patterns in the Irish health care financing system is not straightforward. A set of criteria is 

needed to guide choices on policy options from a range of alternatives and this is the focus 

of the next section.

There are also lessons here for other countries. In the Swedish system, the market for 

voluntary health insurance is small relative to other European countries but its importance 

is growing. It is noted that while less than 3% of the population held supplementary private 

insurance in 2003, one of the main benefits cited is the possibility to jum p waiting lists for 

elective treatment (Anell, 2005). The Irish experience can show the negative implications 

of allowing incentives related to privately insured care to interfere with delivery of public 

hospital treatment where there is interaction between public and private provision of care. 

Similarly, health poHcy makers in Australia are increasingly concerned with the 

development of a two-tier system in hospital care (European Observatory, 2006).

E quivalent to 35 .7%  o f  total private health  insurance cla im s expenditure (see C hap ter 6-1).
T reatm ent o f  privately insured patients in a public hospital also m eans that consu ltan ts are m ore likely  to 

be on site and are therefore potentially  m ore available to treat public patients.
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7.7 Policy issues

7.7.1 Equity principle for policy improvements

A nalysis o f  Irish health  care financing and delivery using a com plex system s approach has 

highlighted a num ber o f  resource flow  patterns that have inconsistent equity  im plications. 

The aim  o f this section is to identify  policy options for ad justing  the entitlem ent structures 

to yield im provem ents in equity. To guide the choice o f  policy options, a baseline equity 

principle is required. A s outlined in C hapter 2, the equity  objective in Irish health care 

policy is poorly defined and inconsistent, concerned  w ith achieving equality  in access and 

opportunity  as well as in health  status, and in u tilisation. H ow ever, in the broad choice 

betw een libertarian and egalitarian  perspectives, these goals are consisten t w ith preference 

for an egalitarian  principle. A central feature o f a health  care system  based on an egalitarian 

principle is the separation o f paym ents from  consum ption.

This provides a sim ple fram ew ork w ithin w hich to explore possib le  policy  options. The 

first broad objective for policy is to seek separation o f  paym ents for health care from 

entitlem ents to health care to lim it the role o f  libertarian values in the system . This 

establishes a necessary  condition for health risk  pooling, w hereby all individuals are 

contributing to health  resources w hile only those w ho are sick w ill need to m ake use o f the 

services (i.e. health  risk pooling with resources transferred  from  the healthy  to the sick). 

Separation o f  paym ents from  entitlem ents to care also rem oves the risk  that user charges 

ration dem and to the po in t w here necessary  as well as unnecessary  health care is rationed.

A second broad objective w ould be to ensure that the health system  operates on the basis o f 

both health risk and incom e pooling in practice. T here are indications that there is a general 

concern w ith the w orse o ff groups in the population  in the Irish context. T his is evidenced 

both w ithin the health  sector and in the b roader econom y. G eneral incom e tax (and social 

insurance) structures are designed to be largely progressive'^^, ensuring  pooling o f  incom e 

risk  w hereby the h igher incom e groups contribute a higher proportion  o f  their incom e than

See Chapter 4 for more detailed discussion on the design o f  these system s (e.g. there are regressive 
elem ents in the PRSI system),
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the lower income groups. W ithin the health sector, entitlements to publicly financed care 

are determined on a mix of criteria which include income, health status, and age. As 

discussed in Chapter 2, these criteria are consistent with a concern for the worse off in the 

population although it is difficult to precisely identify which inequality is the focus of 

attention. As a general rule, policy options within the egalitarian perspective can be gauged 

in terms of the extent to which they ensure income and health risk pooling, which would be 

consistent with a Rawlsian perspective on e q u i t y . T h e  twin objectives of health risk and 

income pooling require that, in the context of an egalitarian system where payments are 

separated from consumption, health care is delivered according to need (for health risk 

pooling) and payment mechanisms are progressive (for income pooling). This implies that 

there are no examples o f cross subsidisation with resources transferred from the poor to the 

rich, or from the sick to the healthy.

As a third step, the policy options can be prioritised according to a range o f criteria 

including affordability, feasibility (e.g. policy interaction effects), and international 

comparability.

7.7.2 Identifying policy op tions

The above framework is used to assess possible policy changes within primary and 

secondary health care in the Irish system, guided by the map of the system provided by the 

flow of funds. The objective here is not to produce an exhaustive list of policy options, 

rather the emphasis is on showing how equity principles can be used to guide a selection 

process before moving on to model some options in more detail.

First, entitlement to care is directly linked to willingness to pay for the following health 

services in the system:

GP care for non-covered and privately insured entitlement groups;

Prescription medicines for non-covered and privately insured entitlement groups;

A lthough note that a con cern  w ith  the w orse o f f  groups can a lso  be con sisten t w ith a utilitarian  
perspective, w here there is d im in ish in g  m arginal utiUty and need is defined  as capacity  to benefit (see  
Chapter 2).
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Non-prescription medicines and other medical products for the whole population; 

Public care in public hospitals for non-covered and privately insured entitlement 

groups.

Second, the extent to which health risk and income pooling operate in practice is 

questioned in a range of examples. Health care is not delivered according to need (i.e. 

violation of health risk pooling) even in cases where there is some separation between 

paym ent and consum ption of health care:

Need-standardised GP resources are unevenly distributed in favour o f the medical card 

and dual cover groups;

Need-standardised hospital in-patient and out-patient (mainly day case) resources are 

distributed in favour of the dual cover and privately insured groups.

Income tax (and social insurance) and some other sources of taxation are progressive 

methods of raising public revenues (i.e. income pooling). Decisions on these structures are 

outside the remit of health policy making and policy recommendations are not considered 

in detail here. However, there are resource flows within the health system that give rise to 

cross subsidisation effects that contradict the objectives of health and income pooling.

These inequitable cross subsidisation effects can be observed at specific levels of health 

care. In primary care, public funding for GP care is contributed to by all individuals but is 

allocated only to those with a medical card. Medical card eligibility is largely, but not 

exclusively, determined on the basis o f socio-economic status/health need and there may be 

overlaps with the non medical card groups. Cross subsidisation patterns from poorer to 

richer individuals cannot be ruled out. Similarly for prescription costs, contributions are 

made by all individuals to the Drugs Payment Scheme, which is allocated only to the non

covered and privately insured groups.

Alternatively, there are specific items of public expenditure that are linked with inequitable 

cross subsidisation effects. Government tax relief on private health insurance premiums 

involves subsidisation of resources from all entitlement groups to those with private health
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insurance, and this includes transfers from poor to rich. Tax relief on health expenses also 

involves transfers o f resources from poor to rich.

From the above, a range of policy options can be identified and compared. On each of the 

assessment criteria, problems relating to primary care were noted. For GP care there is no 

separation between financing and consumption for the non-covered and privately insured 

groups in the population. For prescription medicines, the separation between financing and 

consumption is limited for these two entitlement groups. Data from the flow of funds have 

shown evidence of horizontal inequity in the allocation of GP resources and the discussion 

on incentives suggested a linkage between these allocation patterns and the health care 

entitlement structures. Flow of funds analysis further identified the possibility of cross 

subsidisation effects in resource flows for GP and prescription medicines that are not 

consistent with income pooling. This suggests that options for adjusting the entitlement 

structures on GP care and prescription medicines are required. Transfer of financing for GP 

and prescription costs from private to public financing for the non-covered and privately 

insured groups would establish a fully egalitarian system for these services and abolish 

unintended cross subsidisation effects.

Resource allocations in hospital care also require attention to address the problems 

observed in delivering care according to need, violating the health risk pooling objective. 

Earlier discussion on the incentive structures highlighted a range of supply and demand 

side incentives that are associated with these resource allocation patterns. Policy options 

could adjust these incentives.

Options for adjusting or removing specific items of government expenditure that can give 

rise to inequitable cross subsidisation patterns need to be considered. The opportunity costs 

o f these expenditures can be examined.

Removal of the libertarian structure for the delivery o f non-prescription medicines could 

also be considered as a policy option.
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Ultimately the fundamental concern for each o f these policy options is to improve equity in 

the system. The underlying criterion for choosing between the alternative options is the 

‘am ount’ of inequity removed as a result of each policy. In the absence of such a summary 

measure, the criterion for choosing between policy options can be proxied by observable 

measures (e.g. im portance of health care service where there is inequity; number of people 

affected by the inequity; size of inequitable resource flow etc.).

In the context of stated Irish policy, primary care is regarded as the first port of call for 

90% - 95% of all health and personal social care needs (DOHC, 2001a). Inequitable access 

to primary care is considered to be more important that inequitable access to less urgent 

health care services. Problems of inequity at this level of care also affect a large proportion 

of the population. The option to improve equity in primary care could therefore be 

considered of highest priority. The focus on primary care is also supported by international 

comparison. The discussion on incentives emphasised Ireland’s distinctiveness in terms of 

the limited public coverage for primary care for the majority of the population. By 

comparison, options for reducing cost sharing in non-prescription medicines are less 

important from an international perspective as these items are typically excluded from the
17Sbasket of national health care entitlements (Busse et al., 2007). Data are available to 

model the option of restructuring primary care on a general egalitarian principle for the 

whole population, assessing the cost and some possible distribution effects.

Options for adjusting the incentive structures in secondary care also rank high in policy 

priorities, evidenced by the high profile given to discussions on two-tier access to hospital 

care in the Irish system (e.g. Wren, 2003, Tussing and Wren, 2006). As with primary care, 

access to secondary health care is important from a medical perspective and affects a large 

number of people.

Options for removing inequitable subsidisation effects in specific items of government 

expenditure are also important in public debate. For example, recommendations for the

ll may be m ore im portant to exam ine in m ore detail the d istinction  betw een  prescribed and non-prescribed 
drugs in view  o f the incentives for patients in the Irish system  to request over-the-counter m edicines to be 
prescribed in order to avail o f  governm ent subsidisation.
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abolition of tax relief on private health insurance date back to the 1980s (Commission on 

Health Funding, 1989). Although the resource flows involved are small in magnitude, their 

contribution to inequity may be quite large in terms of distorting access to care.

Interactions between policy options are possible, suggesting a possible sequence for 

options, discussed in more detail below.

7.8 Modelling selected policy options 

7.8.1 Selected policy options

The option to improve equity in primary care is suggested to be of highest priority for the 

Irish health care sector. W ithin the broad objective to introduce a more egalitarian structure 

into primary care financing, a range of individual options are identified, which could be 

interpreted as sequential steps.

The flow of funds is used here to briefly estimate possible costs of selected policy options 

for primary care. The objectives of this exercise are to demonstrate how the flow of funds 

framework can be used to examine policy issues and to discuss possible policy interactions. 

Considerations of affordability and feasibility of each option require more extensive 

examination of the costs than is intended in this analysis. Cost ranges (i.e. low, 

intermediate, and high cost scenarios) are used rather than point estimates in order to 

emphasise the preliminary nature o f the analysis.

The selected options include:

1) Removal of out-of-pocket charges for GP care for the non-covered group;

2) Removal of out-of-pocket charges for GP care, and reduction of cost sharing for 

prescriptions, for the non-covered group;

3) Removal o f out-of-pocket charges for GP care, and reduction of cost sharing for 

prescriptions, for the non-covered and privately insured groups.
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7.8.2 Cost calculations

To generate the cost of these poHcy options, three calculations are required and these are 

outlined here and summarised in Table 7.2. Data for these calculations refer to Data sample 

2 in the flow of funds.

First, out-of-pocket payments to GPs are replaced by public funding, to be administered in 

the same way as for medical card holders. GPs are reimbursed on a capitation basis for care 

provided to the newly eligible individuals (e.g. non-covered group in the case of policy 

option 1). An estim ate of the additional capitation costs is required for each option.

As outlined in Chapter 3, capitation payments to GPs are made up of three elements 

including a standard fee (adjusted for patient’s age, sex, and distance from doctor’s 

surgery), additional fees for outside hours work (e.g. home visits), and additional fees for 

certain services (e.g. suturing of cuts, influenza vaccination. Hepatitis B vaccination). 

Based on the rates set for each of these elements of capitation (in 2004 prices), an average 

capitation fee can be calculated, adjusted for the age and sex profile of the non-covered and 

privately insured groups. This is consistent with the approach adopted by Thomas et al. 

(2006)’^̂  in the estimation of the primary care costs associated with introducing a system 

of social health insurance for Ireland.

It cannot be assumed that the standard capitation rates would apply for the newly eligible 

groups in the proposed policy options. When the medical card was extended to all 

individuals aged 70-f- in 2001, GPs secured a separate, and higher, capitation rate for the 

newly eligible, non means-tested individuals aged 70+ to compensate for loss of private 

income (see Chapter 3). In 2004, the capitation rate for non means-tested 70-i- medical 

cards (€495) was more than 3 times the average o f the standard capitation rate for the 70-(- 

medical card holders who had previously been means-tested (€146). In contrast, the new 

GP Visit medical card was introduced without any further changes to capitation structures, 

and the standard capitation rate applies to the individuals covered by this card. It is not 

possible to precisely determ ine the outcom e of negotiations with GPs on changes to

C apitation  rates were adjusted  for age only. In this analysis, adjustm ent has also been m ade for sex.
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capitation rates in the context of the policy options examined in this study. However, 

alternative scenarios can be estimated using existing data on the GP utilisation profile of 

the non-covered and privately insured groups. Estimates of private income foregone can be 

generated from utilisation (current and need-predicted levels) and an average private GP 

charge of €50, and these can be used to adjust the standard capitation rates. This extends 

the analytic focus of Thomas et al. (2006) who did not adjust capitation rates for estimated 

private income foregone.

Four alternative GP capitation cost scenarios are estimated. In the low cost scenario, 

capitation rates are based on current standard capitation r a te s c o n s i s te n t  with Thomas et 

al. (2006). In the intermediate scenario, standard capitation rates are adjusted for private 

income foregone, estimated on the basis of current GP utilisation patterns of the non

covered and privately insured populations. In the high cost scenario, adjusted capitation 

rates are estimated on the basis of need-predicted GP utilisation patterns of the non-covered 

and privately insured groups. A fourth scenario removes the divergences in capitation 

payment structures and applies a single capitation structure for all individuals. In this 

scenario, a uniform capitation rate is generated as a weighted average of the standard rates 

(applying to means-tested medical card holders), the 70-t- rates (applying to non means- 

tested individuals aged 70 and over), and those that apply in the intermediate cost scenario 

(applying to the newly eligible non medical card groups).

Second, increased public funding would be required to reduce the level of cost sharing in 

prescription medicines for the non medical card groups in the population. Public funding 

for prescriptions under the medical card scheme would be extended to the non medical card
178groups although some cost sharing would be maintained for the newly eligible groups. 

This is consistent with international experience which indicates some level of cost sharing 

is maintained for prescription medicines even in systems with universal coverage o f free 

health care services (e.g. UK). This also advances on analysis by Thomas et al. (2006)

C apitation rates are adopted from  the year 2004  for com patib ility  with the flow  o f  funds data. In each 
scenario, an average capitation  rate is calculated , adjusted  for the age and sex profiles o f  the newly eligible 
groups in the d ifferent policy options.

In this context, paym ents through the D rugs Paym ent and Long T erm  Illness Schem es w ould be abolished.
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where options for cost sharing in prescriptions were not considered. Data are available on 

the average annual prescription costs (in 2004 prices) for existing medical card holders, by 

age and sex. These average costs can be used to generate a per capita estim ate of the cost of 

prescriptions for the newly eligible groups in each o f the policy options, adjusting for their 

age and sex profiles. Three scenarios on cost sharing are m odelled. In the low cost 

scenario, public funding covers 60% o f prescription costs’’ ,̂ 75%  in the intermediate cost 

scenario, and 90% in the high cost scenario.'*'^

Third, to  generate the net costs of the policy options, the level o f out-of-pocket payments 

deducted as a result o f the policy changes needs to be estim ated. O ther deductions are also 

considered, including deductions in public expenditure on tax relief on medical expenses.

As sum m arised in Table 7.2, for each policy option, three cost scenarios are generated, 

relating to low, interm ediate, and high estim ates. In policy option 3, a fourth scenario 

applies a uniform GP capitation rate for all eligible individuals.

Currently,  the non m edica l  card groups are e l ig ib le  to rece ive  public  funding for prescriptions under the 
Drugs Payment S c h e m e ,  This  is est im ated  to c o v e r  less  than 50%  o f  m ean prescription costs  based on How o f  
funds analysis .  In 2 0 0 4 ,  f ew er  than 20%  o f  non m edica l  card holders availed o f  the sc h e m e  (i,e, those paying  
in e x c e s s  o f  the m onth ly  threshold: € 7 8  in 2 0 0 4 ,  currently € 8 5 ) ,  indicating that allocation o f  the public  
funding in the sc h e m e  is sk ew ed  within the non m edica l  card population.

A n  alternative scenario o f  reducing the threshold payment from the current level  o f  € 8 5  per month could  
be considered . A flat rate payment o f  € 8  per prescription item w ou ld  be equiva lent  to the system  adopted in 
the U K  (S T G £ 6 ,4 0  payable per prescription item in 2 0 0 4 )  at current currency con vers ion  rates. Data are not 
su f f ic ien t ly  detailed to m odel  this option but it is included in the d iscu ss ion  for com parison .
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Table 7.2 Estimation of alternative cost scenarios for policy options on primary care

Scenario 1 Scenario 2 Scenario 3 Scenario 4
Cost estimates Low Intermediate High Uniform GP capitation rate

1. GP capitation rates
Average GP capitation fee for means- 
tested medical cards adjusted for age and 
sex profile of the non medical card groups

Average GP capitation fee applied In 
scenario 1 adjusted upwards for:
- estimated income foregone from 
private fee-tor-servlce patients based on 
existing GP utilisation by the non medical 
card groups

Average GP capitation fee applied in 
scenario 1 adjusted upwards for:
- estimated income foregone from private 

fee-for-service patients based on need- 
predicted GP utilisation by the non 
medical card groups

Weighted average of:
- standard GP capitation rate {applying to 

all means-tested medical card holders);
- 70+ GP capitation rate (applying to all 

non means-tested individuals aged 70 anc 
over):
- GP capitation rates applied in scenario 

2 (applying to the newly eligible non 
medical card groups)

GP payments for special 
2 services

(e.g. home visits, sutures 
etc.)

Proportion of:
- average payment to GPs for special 
services for medical card holders

Proportion of:
- average payment to GPs for special 

services for medical card holders

Proportion of:
- average payment to GPs for special 

services for medical card holders

Average payment to GPs for special 
services for medical card holders

3. Prescription costs

Total costs:
Average prescription costs for medical 
card holders adjusted for age and sex 
profile of the non medical card groups 
Public proportion of above: 60% 
Out-of-pocket proportion of above; 40%

Total costs:
Average prescription costs for medical 
card holders adjusted for age and sex 
profile of the non medical card groups 
Public proportion of above: 75% 
Out-of-pocket proportion of above: 25%

Total costs:
Average prescription costs for medical 
card holders adjusted for age and sex 
profile of the non medical card groups 
Public proportion of above: 90% 
Out-of-pocket proportion of above: 10%
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7.8.3 Estimated co sts  of policy options

Table 7.3 presents the estimated costs of the three policy options. In the first option, 

provision of free GP care to the non-covered'*' population would increase public 

expenditure in the range of €151.4 - €201.1 million. Taking into account the deductions in 

out-of-pocket expenditure, and in other public payments (e.g. health expenses tax relief on 

private GP visits), the net cost of this option varies between €40.1 - €89.8 million.

The second policy option includes public provision of prescriptions costs for the non

covered population, at varying rates of cost sharing, in addition to free GP care. Additional 

public costs range from €287.8 - €450.9 million once prescriptions costs are included. The 

net cost of policy option 2 ranges from €158.4 - €208.1 million. The amount of out-of- 

pocket expenditure that is replaced by public funding increases from scenario 1 where 60% 

o f prescription costs are covered by public funding, to scenario 3 where public cost 

coverage is 90%.

Additional public costs of extending free GP and prescriptions services to all non medical 

card holders in the population (policy option 3) range from €981.9 million to €1.4 billion. 

The net costs to the flow of funds are estim ated to be €752.9 million in the low cost 

scenario and €794.1 million in the high cost scenario. As observed for policy option 2, the 

amount of out-of-pocket expenditure that is replaced by public funding increases from 

scenario 1 to scenario 3. In the alternative scenario 4, where the capitation rate is uniform 

for all individuals, the net cost of policy option 3 (for GP care only) is estimated to be €341 

million.

To put these policy costs in context, Table 7.3 also indicates the net cost as a proportion of 

total non-capital health care resources. The net cost of option 1 is equivalent to less than 

1% of total non-capital resources. The net cost of option 2 represents 1.5% - 1.9%, and the 

net cost of option 3 represents 6.9% - 7.3% of total non-capital resources.

W ith the im plem entation  o f  new  financing structures for primary care, the lab els for the different 
entitlem ent groups w ould  no lon ger  apply (e .g . ‘n o n -co v e red ’ w ould  not longer be an appropriate label). 
H ow ever, to avoid  con fu sion , no ch an ges to the en titlem ent group labels are adopted here.

- 3 6 9 -



Table 7.3 Estimated costs of alternative policy options for primary care, 2004 (€000)

Policy options

Scenario 1 Scenario 2 Scenario 3 Scenario 4'

Low intermediate High
Uniform GP 

capitation rate

1 Free GP care for non-covered group
Additional public GP costs 151,434 193,880 201,141
Out-of-pocket payment deductions 103,069 103,069 103,069
Other deductions (e.g. tax relief on health expenses) 8,250 8,250 8,250
Net cost 40,116 82,562 89,823
Net cost as proportion of total health care resources (%) 0.4 0.8 0.8

2 Free GP care & subsidised prescriptions costs for
non-covered group
Additional public GP & prescriptions costs 287,807 386,959 450,926
Out-of-pocket payment deductions 77,980 134,686 191,392
o the r deductions (e.g. tax relief on health expenses) 51,466 51,466 51,466
Net cost 158,361 200,807 208,068
Net cost as proportion of total health care resources (%) 1.5 1.8 1.9

3 Free GP care & subsidised prescriptions costs for
non medical card holders
Additional public GP costs 467,099 482,465 508,264 636,850
Additional public prescription costs 514,803 700,061 885,319
Out-of-pocket payment deductions 96,667 281,925 467,183 275,227
o th e r deductions (e.g. tax relief on health expenses) 132,301 132,301 132,301 20,633
Net cost 752,934 768,300 794,098 340,989
Net cost as proportion of total health care resources (%) 6.9 7.1 7.3 3.1

Notes to table:
' G P  care only, prescription costs not included.

The opportunity costs o f existing public expenditures on health-related tax reliefs, relative 

to the three policy options, are examined in Table 7.4. The amount of public resources 

allocated to tax reliefs (health insurance and health expenses tax reliefs) represents more 

than 140% o f the additional public costs required to deliver policy option 1 and more than 

60% of the additional public costs required to deliver option 2 across the three cost 

scenarios. For policy option 3, public expenditure on tax reliefs represents 18.1% - 25.7% 

o f the additional public costs in the low, intermediate, and high cost scenarios. Under the 

fourth cost scenario with uniform GP capitation rates, tax relief expenditure represents 

39.6% of the additional public costs required to finance free GP care for the non-covered 

and privately insured groups. Table 7.4 also presents the tax relief expenditures as a 

proportion o f the total net costs of the policy options to show the opportunity cost of these 

reliefs in the context o f the complete flow o f funds framework.
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Table 7.4 Opportunity cost of health tax reliefs, 2004 (%)

Tax relief on private health insurance (%) Health expenses tax relief^ (%) Total tax relief (%)

Scenario
1 Scenario 2

Scenario
3

Scenario
4'

Scenario
1

Scenario
2

Scenario
3

Scenario
4

Scenario 1 Scenario 2
Scenario

3
Scenario

4

Tax relief as proportion of 
additional public cost:
Policy option 1 141.4 110.4 106.5 na^ 49.8 38.9 37.5 na 191.2 149.4 144.0 na
Policy option 2 74.4 55.3 47.5 na 22.7 18.9 14.5 na 97.1 72.2 62.0 na
Policy option 3 21.8 18,1 15.4 33.6 3.9 3.2 2.7 5.9 25.7 21.3 18.1 39.6

Tax relief as proportion of 
net policy cost:
Policy option 1 533.8 259.3 238.4 na 188.1 91.4 84.0 na 721.8 350.7 322.4 na
Policy option 2 135.2 106.6 102.9 na 41.3 32.5 31.4 na 176.5 139.2 134.3 na
Policy option 3 28.4 27.9 27.0 62.79 5.0 4.9 4.8 11.1 33.5 32.8 31.7 73.9

Notes to table:
' GP care only, prescription costs not included.
 ̂Health tax relief excludes tax relief that has been deducted as part of the policy option. 
 ̂na = not applicable
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7.8.4 Distributional implications of policy options

7.8.4.1 Contributions

To finance the above policy options through the public budget requires an increase in the 

contributions made by individuals to public resources. Public contributions by all 

individuals are expected to increase but the net financial burden o f the policy options w ill 

vary by entitlement group.

In Chapter 6, contributions to the total flow o f funds were assessed in terms o f the share of 

total mean contributions by entitlement groups. Table 7.5 compares the distribution of 

mean contributions for each of the three policy options (under the range o f cost scenarios) 

with the baseline distribution.

For all policy options, the share o f mean contributions by the medical card and dual cover 

groups increase, ranging from 0.1% to 0.7%. The share o f contributions by the non-covered 

group falls relative to the baseline for all policy options. The baseline share o f 26.6% falls 

to less than 26% in policy options 1 and 2, and to lower than the baseline in policy option 

3. An opposite pattern is observed for the privately insured group. The baseline share of 

44.8% increases to more than 45% in policy options 1 and 2. The share o f the privately 

insured group falls to less than its baseline share in policy option 3. For both the non

covered and privately insured groups, the changes in percentage shares are not greater than 

2% in all cases.
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Table 7.5 Distribution of contributions to total mean health care resources for each 

policy option (%)

% share of contributions to total mean health care 
resources

Policy options Medical
card

Dual cover
Non-

covered
Privately
insured

1 Free GP care for non-covered group
Scenario 1 (Low) 8.2 20.8 25.7 45.3
Scenario 2 (Intermediate) 8.2 20.8 25.7 45.3
Scenario 3 (High) 8.2 20.8 25.7 45.3

2 Free GP care & subsidised prescriptions costs for 
non-covered group
Scenario 1 (Low) 8.2 20.7 25.9 45.2
Scenario 2 (Intermediate) 8.3 20.8 25.4 45.4
Scenario 3 (High) 8.4 21.0 24.9 45.7

3 Free GP care & subsidised prescriptions costs for 
non medical card holders
Scenario 1 (Low) 8.4 20.6 26.2 44.8
Scenario 2 (Intermediate) 8.6 20.9 25.9 44.6
Scenario 3 (High) 8.7 21.2 25.7 44.4
Scenario 4 (Uniform capitation rate)' 8.5 20,9 26.1 44.5

Baseline distribution of mean contributions 8.1 20.5 26.6 44.8

N otes to table:
’ G P  care only, p rescrip tion  costs not included.

7.8.4.2 Allocations

As outlined in Chapter 5, allocation of GP resources in the flow of funds analysis uses the 

technique o f average benefit incidence analysis. Allocations of expenditure are based on 

existing patterns o f behaviour. Yet the policy options investigated here are expected to 

trigger a change in demand for GP care by the non-covered and privately insured groups by 

reducing the price o f care to zero. This requires an assessment of marginal benefit 

incidence (Younger, 2003), focusing on how behaviour changes in response to changes in 

price.

This is investigated here with respect to the third policy option, under scenario 4 where 

uniform GP capitation rates are applied for all individuals (only GP costs are modelled 

under this scenario). Need-standardisation analysis in the flow o f funds has already
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estimated need-predicted GP utilisation for each entitlement groups (see Chapter 6-2). 

Provision of free GP care for all individuals (i.e. removal of demand side restrictions), and 

application of uniform reimbursement rates for suppliers (i.e. removal of supply side 

incentives) would ideally ensure that GP care is delivered according to health care need.

GP resources are allocated across entitlement groups under policy option 3, scenario 4, in 

accordance with need-predicted levels of GP utilisation. The distribution is presented in 

Table 7.6. The baseline distribution from the flow of funds is included for comparison. The 

share o f mean GP resources by the non-covered group increases by more than the privately 

insured group, each receiving 17.4% - 17.5% of total mean GP resources under option 3. 

The share of the medical card and dual cover groups in the adjusted allocation of mean GP 

resources each fall by less than 3%.

Table 7.6 Estimated distribution of mean GP resources in policy option 3

% sh are  of a llocations of m ean GP re so u rce s

Policy op tions
Medical

card
Dual

cover
Non

covered
Privately
insu red

3 Free GP ca re  for non m edical card  ho lders
Scenario 4 (Uniform capitation rate) 30.9 34.2 17.4 17.5

B aseline d is tribu tion  of m ean  a llocations 33.6 36.7 14.3 15.5

7.8.5 Interpretation of policy option results

7.8.5.1 Policy options and cost scenarios

The policy options are discussed first in terms of the direct cost estimates and distributional 

implications within the flow of funds framework. The discussion then broadens to consider 

the options in light of their contribution to improving equity in Irish health care and 

interactions with other options for change.
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The first policy option to extend free GP care to the non-covered group is the least 

expensive of the three options. Estimates o f private income foregone based on current 

(scenario 2) and need-predicted (scenario 3) utilisation by the non-covered group indicate 

that standard capitation rates (scenario 1) for this group would need to be adjusted upwards 

to compensate GPs for potential loss of private income by between 28% - 33%. These 

required increases are much sm aller than those granted with the introduction of the 70-f- 

medical card (i.e. >300%) consistent with the younger and healthier profile of the non- 

covered group. This information is particularly important for policy makers in light of the 

unpredicted high costs that were imposed on the system when the 70-h medical card was 

introduced. The predicted costs were underestimated by more than 200%, cited as an 

example of “totally inadequate planning and costing” by the Commission on Financial 

M anagement and Control Systems (2003).

To implement policy option 1, eligibility would be determined on the basis of income 

thresholds designed to capture individuals earning incomes above the medical card 

threshold but at the mid-low end of the income distribution. This policy can be compared 

with the policy to introduce the GP Visit card which adopted a sim ilar strategy. The income 

threshold for eligibility was initially set at 25% higher than the standard medical card 

threshold (DOHC, 2004). Compared with the policy on the 70-1- medical card, the GP Visit 

card policy was initiated without introduction of a specific capitation rate that would apply 

for the holders o f the new card. However, it is noted that the standard GP capitation rates 

(applying to all medical card holders including the new GP Visit card holders) were 

increased by more than 20% between 2004 and 2005, coinciding with the introduction of 

the GP Visit card, compared with average annual increases in these rates of less than 6% 

over previous years (1998-2004'**^).

The GP Visit card was introduced to extend free GP care to an estimated 200,000 

individuals. The scope of policy option 1 is larger than in the GP Visit policy, aiming to 

extend free GP care to more than 980,000 non-covered individuals. It is interesting that the

GMS (Payments) Board, 1998, GMS (Payments) Board, 1999, GMS (Payments) Board, 2000, GMS 
(Payments) Board, 2001, GMS (Payments) Board, 2002, GMS (Payments) Board, 2003, GMS (Payments) 
Board, 2004b.
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net cost of this more expansive policy would be equivalent to less than 1 % of total non

capital health resources, even under the highest cost scenario. It is thus important to 

consider the marginal costs involved in implementing more inclusive policies than ones 

narrowly defined to capture small groups of individuals. Analysis by Thomas et al. (2008) 

makes a similar point that small additional amounts of funding may be required to 

implement a more expansive policy covering a larger number of individuals at relatively 

low marginal cost.'*^^

However, it is also important to note that uptake of the GP Visit card has been low. Data 

sources indicate that since the introduction of the policy in 2005, just over 76,000 GP Visit 

cards have been issued (DOHC, 2008b). Flow of funds analysis suggested earlier that this 

might be partly due to the fact that the eligible individuals are still exposed to prescription 

costs (prescription costs represent a higher proportion of mean primary care costs relative 

to GP costs). Despite the more inclusive scope of policy option 1 relative to the GP Visit 

card, experience suggests there may be important barriers to implementing this sort of 

policy. Administrative costs of applying for free GP care also need to be taken into 

account, discussed below.

Policy option 2 expands access for the non-covered to both GP care and prescriptions, and 

addresses one of the possible factors inhibiting uptake of a scheme such as the GP Visit 

card. Overall, this policy would require a net increase of not more than 2% of total health 

care resources. Costs are varied in the three scenarios in policy option 2 in two dimensions: 

increasing capitation rates from scenario 1 to 3 as in policy option 1; increasing public 

coverage of prescription costs from scenario 1 to 3 (total prescription costs do not change 

across the scenarios). The GP cost patterns are identical to those in policy option 1 and the 

focus here is on the prescription cost sharing burdens across the three cost scenarios.

In the low cost scenario, 60% of prescription costs for the newly eligible individuals would 

be covered by public funding and the balance met with out-of-pocket payments. In this

The authors assess alternative options to expand free GP care to children in specific age bands and find 
that relatively small additional amounts o f  funding are required to expand access to all children relative to a 
policy that focuses only on children under the age o f  5.
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scenario, out-of-pocicet expenditures on prescription medicines are in fact estimated to 

increase relative to the baseline but this needs to be interpreted with care. First, the newly 

eligible individuals are now granted free access to GP care and the reductions in out-of- 

pocket expenditures on GP visits more than compensate for increases in prescription 

medicine payments. There is a net reduction in out-of-pocket paym ents by the non-covered 

group in this scenario. Second, prescription costs for the non-covered group are modelled 

on the basis of costs applying to existing medical card holders (adjusting for age and sex 

profiles of the non-covered) and thus incorporate the impact of free access to care on 

demand for prescriptions. In the context of policy option 2, an increase in prescription 

payments by the non-covered group is consistent with increased access to GP care. 

However, it is likely that more detailed adjustment for the health profile (i.e. age, sex, and 

health status) of the non-covered would further reduce expected prescription costs relative 

to the medical card holders, pushing down both the out-of-pocket and public payments in 

the cost estimates. M ore detailed data on prescription patterns by demographic and socio

economic profiles would refine the estimation of prescription costs in these policy options.

In the higher cost scenarios, a higher proportion of prescription costs for the newly eligible 

group are covered by public funding allowing for larger reductions in out-of-pocket 

payments. As a result, public payments increase from scenario 1 to 2, and from 2 to 3, 

while the out-of-pocket payments decline.

Policy option 3 is the most expensive of the three options modelled in this analysis. The net 

cost o f expanding free GP care and of providing 90% subsidisation of prescription costs 

(scenario 3) to the non medical card population is equivalent to 7.3% of the total non

capital health resource envelope. The low, intermediate, and high cost scenarios follow the 

same patterns as observed for policy option 2. The GP capitation rates range from low to 

high across the three scenarios, and the prescription cost sharing burdens are adjusted in the 

same way as in policy option 2. As public subsidisation of prescription charges increases, a 

greater amount of out-of-pocket expenditure is offset.
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The fourth scenario in policy option 3 considers the cost o f applying a uniform GP 

capitation rate for all individuals in the population. This removes the need to administer 

separate capitation rates for means-tested medical card holders, non means-tested 70-(- 

medical card holders, and any other capitation rates applied to newly eligible groups as 

modelled in these policy options. W eighted averages o f the standard, 70-I-, and estimated 

capitation rates in scenario 2 o f option 3, provide the basis for a uniform rate that takes into 

account age, sex, and utilisation patterns o f the eligible populations. The additional public 

costs required to implement the uniform rate to GPs in order to cover all the population are 

higher than in the other cost scenarios in option 3. However, the average increase in the 

standard capitation rates that would be required to implement this uniform schedule is less 

than 15%, which is lower than the annual increase implemented between 2004 and 2005. 

These estimates would also need to be adjusted to take into account potential savings in 

administration and time costs associated with a more streamlined capitation rate schedule.

7.8 .5 .2  Prescription c o s ts  and  public subsid isation

It is important to consider the shift in the mechanism of prescription payments for the non

covered and privately insured in policy options 2 and 3. Under the Drugs Payment Scheme, 

all prescription costs above a flat rate monthly threshold are covered by public funding. 

The threshold is currently €85 per month and thus an individual availing of this scheme can 

potentially'**"* have an annual out-of-pocket burden of more than €900 before any public 

subsidisation is received. In policy options 2 and 3, prescription costs for the newly eligible 

groups are covered as under the medical card scheme although with some level of co

payment, ranging from 60% to 90% of prescription costs. The individuals are now eligible 

to receive public coverage o f 60% - 90% of all prescription costs rather than 100% 

coverage of all payments above the monthly threshold.

Given the different subsidisation mechanisms, it is difficult to compare the level o f public 

subsidisation offered in the new policy options relative to the Drugs Payment Scheme. 

Based on data in the flow of funds, public subsidisation under the Drugs Payment scheme

Individuals can benefit from the schem e if  payments exceed the threshold in any month o f  the year, it does 
not have to be every month.
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is estimated to be less than 50% and thus the policy options considered in this analysis are 

expected to introduce an increase in average public subsidisation levels.

The elimination of the flat rate payment threshold improves progressivity in prescription 

payments and broadens the base of individuals eligible for public subsidisation (in the 

baseline only those able to afford paying above the monthly threshold could benefit from 

public subsidisation). In the context of policy options 2 and 3, more individuals are able to 

afford prescription payments and to receive subsidisation on those payments. An 

alternative scenario to percentage reimbursement rates would be to introduce a flat rate out- 

of-pocket fee per prescription item as implemented in the UK, with the balance of the 

prescription cost covered by public resources. A fee of €8 per prescription item would be 

equivalent to the charge applied in the UK in 2004.'*^ Data are not available to model this 

in the same level of detail as for the other scenarios outlined above and it would be useful 

to consider this alternative in further analysis.'*^

However, altering the payment mechanisms for prescription costs might prove 

unacceptable to participating pharmacists. Payment rates to pharmacists under the Drugs 

Payment Scheme are higher than in the medical card scheme. As outlined in chapter 3, 

pharmacists receive a standard dispensing fee plus ingredient cost under the medical card 

scheme. Under the Drugs Payment Scheme, they receive a dispensing fee, ingredient cost, 

plus a 50% mark-up on the ingredient cost. Current attempts by the HSE to alter payment 

structures to pharmacists have met with strong opposition, indicating the potential 

difficulties of unilateral changes to public subsidisation schemes. W hile the prescription 

cost scenarios adopted here might be over-estim ating prescription needs o f the non medical 

card groups in terms of health status, the conservative approach is sensible in light of 

potential requirements to negotiate payments more favourable to pharmacists.

The charge in the UK has since increased to ST G £7.10  (w hich converts to €9) (D ept, o f  Health, 2008).
Data are available on the total num ber o f  prescrip tion  item s and the average costs per prescrip tion  item  

under governm ent drug schem es. B ased on these aggregated  data, the net cost o f  ex tend ing  free prescriptions, 
with a flat-rate ou t-o f-pocket fee o f €8 per item, to all non m edical card  holders, is estim ated to be €975.9 
m illion. T his is h igher than the net cost o f  policy option 3 even before the costs o f  extending access to free 
G P care are included. M ore detailed  data on the num ber o f  prescrip tion  item s by age, sex, and entitlem ent 
status are required to generate m ore precise estim ates o f  this alternative scenario.
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7.8.5.3 Affordability and opportunity costs

These policy options need to be assessed in terms of general affordability for the system, 

although it is emphasised that the cost estimates in this exercise are preliminary. The 

estimated additional public costs o f the policies can be compared with annual increases in 

the Irish non-capital health budget. Implementation of policy option 3 would require an 

increase in public resources by approx. 11.5% - 16.4% depending on the cost scenario. The 

public non-capital health budget increased at an annual average rate of 14% in the period 

1996-2006 (DOHC, 2002b, DOHC, 2005a, Dept, of Finance, 2006). It is not feasible to 

allocate all o f an annual budget increment to fund a single policy measure because of 

recurrent cost and statutory demands on resources (e.g. pay increases etc.). However, these 

comparisons indicate that the estimated costs of extending access to primary care to the rest 

of the population are already within the bounds of recently experienced average increments 

to Irish health expenditure. Consideration of the macro-economic implications of the policy 

options can be mainly restricted to the impact of the net additional costs to the resource
! 87envelope, which are considerably lower than the additional public costs.

In addition to seeking an increase in the overall health care budget, there are other funding 

sources that could potentially finance a proportion of the costs of the various policy 

options. Cost savings from efficiency improvements within current resource allocations are 

discussed by Thomas et al. (2006). Another possibility is to re-allocate existing public 

resource flows towards financing one of the policy options. Net benefits from re

allocations could be measured in terms of improvements in equity. The negative equity 

implications of government expenditure on private health insurance tax relief have already 

been outlined. Public funding on tax relief on health expenses is also associated with 

negative cross subsidisation effects in the flow of funds. Analysis here indicates that the 

amount spent on these two tax reliefs, if re-allocated, could offset more than 60% of the 

estimated costs of expanding free GP care, and 90% reim bursem ent of prescription costs, 

to the non-covered population (i.e. policy option 2, scenario 3). Alternatively, these reliefs 

could contribute to more than 18% of the costs of extending these services to all non

Public funding o f  services previously financed from out-of-pockel payments has non-neutral macro- 
econom ic implications (i.e. it depends on how the public resources would have otherwise been used, and on 
how individuals choose to spend their effective increase in incom e) but are expected to be limited.
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medical card holders in the population (i.e. policy option 3, scenario 3). The re-direction of 

public funding on these tax reliefs towards the policy options to expand access to primary 

care would remove resource flows that have been identified as inequitable, and at the same 

time help to remove an important source o f libertarian-based health care in the system. This 

is not to suggest that the abolition o f tax reliefs is straightforward. Given that a large 

proportion of the population avails o f the health tax reliefs, public acceptability, political 

feasibility, implications for the private health insurance market, and other factors, would 

need to be examined. These examples indicate that assessment o f overall policy option 

affordability requires more broad-based investigation o f potential re-allocations and cost 

savings within the sector rather than focusing only on required increments to the health 

resource envelope.

On a methodological note, GP and prescription costs in these options are based on existing 

medical card costs as published by the Government (see Chapter 5) and adjusted for the 

age, sex, and projected utilisation profiles of non medical card individuals. To illustrate the 

importance of these adjustments, under policy option 3, total additional public costs would 

amount to approx. €2.8 billion i f  calculated on non-adjusted per capita medical card costs. 

This is based on factoring up the existing cost o f the medical card scheme (average of €954 

per capita in 2004, GMS (Payments) Board, 2004a) by the number of people in the non 

medical card groups (<2.9 m illion in 2004). When compared with the health tax reliefs, i f  

abolished, these reliefs would offset just 11% of these additional costs. The divergence of 

the unadjusted estimates from the results indicated for this option in Table 7.3 underlines 

the importance o f using the best available data. Further assessment o f these policy options 

would need to examine the sensitivity o f the results to the assumptions used in the cost 

calculations.

7 .8 .5 .4  Indirect costs -  adm inistration etc.

The focus o f the above cost estimates has been on the direct costs. Changes in 

administrative overhead costs have not been modelled. There are a number o f important 

points relating to changes in administrative costs in these policy options that need to be 

considered. On the supply side, practical implementation o f the different options for

-381  -



extending free prim ary  care to new  groups in the population  is not straightforw ard. For 

policies 1 and 2, new incom e elig ib ility  thresholds would need to be calculated and 

processing costs w ould increase. For option 3 there is a broader question o f  the value added 

o f  m aintaining the m edical card system  per se. In option 3, all individuals w ould be elig ib le 

fo r free G P care and 90%  o f prescrip tion  costs. The adm inistration system s for m anaging 

the public contracts with the providers would still be required. A pplication o f a uniform  G P 

capitation rate as m odelled in scenario 4 w ould stream line the adm inistration  o f these 

contracts.

H ow ever, the continued  im plem entation  o f  the m edical card system , w ith the large 

adm inistrative burden involved in issuing m edical cards (i.e. m eans testing etc.) w ould be 

questioned. W ith  free G P care for all individuals, m edical cards w ould no longer be 

required to d istinguish  patients using these services. M edical card cover w ould now  refer to 

100% subsid isation o f prescrip tions, public hospital charges, public dental and ophthalm ic 

care, and other com m unity  and social services. This indicates that the adm inistrative 

burden involved in issuing m edical cards relative to the services they cover needs to be 

assessed.

It is possib le that as elig ib ility  for prim ary care is extended, m edical card coverage 

becom es rela tively  m ore im portant in term s o f the com m unity  and social services to w hich 

it entitles the holder. H ow ever, m any o f these services have been excluded from  the flow  o f 

funds analysis to ensure consistency  with in ternational defin itions o f  health care. This 

h ighlights the po in t raised in C hapter 6 that im portant and policy relevant inform ation m ay 

be lost in the Irish context by restricting analysis to w hat is included in the international 

defin ition  o f  health  care. In the contex t o f  this discussion, there is a risk  that decisions on 

the value added o f  m edical card coverage after im plem entation  o f  one o f the policy options 

w ould be m is-inform ed if  based only on the health services cu rrendy  defined w ithin the 

flow  o f funds.

A dm inistrative or transaction  costs on the dem and side are less visible but also need to be 

considered. T here are transaction costs involved in applying for state-sponsored
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en titlem ents that can in terfere w ith the uptake o f  those entitlem ents. The G P V isit card is 

an exam ple  o f  an en titlem ent w hich has experienced  a low er than expected  uptake despite 

ev idence that ind iv iduals on low  incom es have low  levels o f G P use. The analysis here can 

shed som e light on this issue. T he non-covered individuals, w ith incom es that are relatively 

low  but above the m edical card incom e threshold , are expected  to include the target group 

o f  the G P V isit card. T he health  profile  o f  the non-covered group is h igher relative to  the 

m edical card and dual cover groups. C ontrolling  for o ther factors, need-predicted  levels of 

G P utilisation  by this group are low er than for the m edical card and dual cover groups (see 

C hap ter 6). This im plies that G P costs represent high cost, but low  frequency, burdens on 

non-covered  individuals. It is the low frequency that m ay be in terfering w ith uptake o f  a 

po licy  that offers reductions in G P costs but w ith high transaction  costs involved in 

applying. For exam ple, the application guidelines for the G P V isit card  are contained in a 

74-page docum ent (H SE, 2008) suggesting  im portant tim e costs involved in filling form s 

and assem bling requisite  docum entation.

T he three policy options m odelled in this analysis vary in term s o f  the adm inistrative and 

o ther indirect costs. From  both the supply side and dem and side perspectives on 

adm inistra tive costs, policy option 3 (particularly  scenario 4) is p referable given the lack o f 

com plexity  in e lig ib ility  requirem ents (i.e. covering all individuals).

7.8.5.5 Policy implications for contributions

T he policy options each involve a shift in financing from  out-of-pocket paym ents to public 

resource contributions. As m odelled here, the net cost o f the policy  options are channelled 

through the ex isting  m echanism s for public revenue generation (i.e. via tax and non-tax 

contributions). For all three po licy  options, the share o f net contribu tions by the non- 

covered group declines relative to the baseline. This is because the increase in public 

contribu tions is offset by the decline in ou t-of-pocket paym ents for this en titlem ent group. 

A  sim ilar pattern is observed for the privately  insured group in policy option 3.

T he overall d istribu tion  o f  total m ean contributions by en titlem ent is sim ilar to that 

observed  in the baseline flow  o f funds analysis and m aintains a broadly  progressive pattern
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as discussed in Chapter 6. However, while the differences from the baseline are small it is 

noted that for each option, there is an increase in the share of mean contributions by the 

medical card and dual cover groups. As modelled here, the net increase in public 

expenditure required to fund the expansion of free primary care is contributed to by all 

entitlement groups and as such the medical card and dual cover groups subsidise the cost. 

A further equity criterion for policy options that change the health care financing structure 

is suggested: that financing the net costs do not give rise to resource transfers from the poor 

to the rich. An alternative to the policy options considered here would be to raise the 

additional costs through an increase in the health levy, which is levied only on the non

covered and privately insured groups.

7.8.5.6 Policy implications for allocations and incentives

As expected from the need-standardisation analysis in Chapter 6, allocating GP resources 

on the basis of need alone adjusts the distribution of mean GP resources by entitlements. In 

policy option 3, direct access costs have been removed for all entitlem ent groups and 

resources are expected to be allocated in accordance with needs. The non-covered group 

was identified in Chapter 6 to be more disadvantaged in terms of its utilisation of GP 

services relative to the privately insured group. The non-covered group is thus observed to 

secure a greater increase in its share of need-predicted resources in policy option 3 relative 

to the privately insured group.

Assessment of need-predicted patterns of resource allocation relies on the assumption that 

GP care would in fact be delivered according to need in the context of the new policy to 

extend free GP care to the entire population. Earlier discussion indicated that there are 

incentives operating on both supply and demand sides of health care. Reduction in the price 

o f care to zero removes the demand side restrictions on accessing care but the supply side 

incentives need to be reconsidered. In policy option 3 the supply side incentive favouring 

the fee-for-service private patient over the public patient is removed. Yet this might be 

replaced by a new incentive, depending on the structure of the capitation payments. 

Payment of separate, higher, capitation rates for the newly eligible non medical card 

individuals would establish a supply side bias in favour of these groups. This is the
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rationale behind scenario  4 in policy option  3, w hich rem oves this supply  side bias and is 

m ore consisten t w ith the assum ption that care is delivered according to  need.'***

T he supply side incentive structure in G P care already contains a dual capitation  paym ent 

system  w hereby higher capitation  paym ents are granted for the non m eans-tested 70+ 

m edical card  holders. T he num bers involved are sm all and thus the im plications o f  this 

dual structure are not highly  visible. Yet this again h ighlights the fact that incentive effects 

in the system  are im portant not alw ays because o f  their m agnitude but because they signal 

com plexity  in the system  and warn o f b igger problem s if  not dealt w ith. E xpansion o f  the 

dual capitation structure under one o f  the h igher cost scenarios in these policy options 

could take policy m akers by surprise w ere it not for the early w arning given by this 

analysis using a com plex  system s perspective. Sim ilarly , lessons can be draw n from  the 

Irish experience to guide policy  changes in o ther health  care system s.

In term s o f  dem and side incentives, the policy  options rem ove the rationing role o f  cost 

sharing in G P care, w ith im plications for capacity  in prim ary care. W hile  the focus o f  this 

analysis is on increasing access to health care, physical expansion o f  health  care supply 

cannot be ignored, the costs o f  w hich w ould also  need to be m odelled. Thom as et al. (2008) 

investigate issues relating to capacity  in the prim ary care sector, identifying the 

fem inisation  o f  G P care in Ireland as an im portan t shift in recent years w ith im plications 

for supply patterns and capacity.

The com plete rem oval o f  the rationing role o f  cost sharing leaves the dem and for G P care 

open to moral hazard. F urther options for policy include introduction o f som e level o f  cost 

sharing in the contex t o f  universal access to  G P care, draw ing on exam ples from  other 

international health  system s.

A range o f  non -n eed  factors have been  show n to in flu en ce GP utilisation  and these  need to be investigated  
carefully . T he health m odu le  from  the 2 0 0 7  Quarterly N ational H ousehold  Survey w ill provide new  data to 
take this analysis further.
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7.8.57 Policy interactions

The emphasis o f the flow of funds is on analysing the health system as a whole, and this 

also applies to the examination of policy options. Implementation of the policy option on 

primary care, modelled above, adjusts the incentive structures for decisions on location of 

care. Demand side incentives are shifted in favour of primary care for a large proportion of 

the population. This in turn has implications for resource allocation patterns at secondary 

care.

The introduction of free GP care and increased subsidisation of prescription costs for the 

two non medical card groups has been estimated to increase demand for GP care. This in 

turn might lead to an increase in the number of cases referred to secondary care, although 

this depends on the nature of presenting complaints that were previously unmet. W ithout 

concurrent changes in the incentive structures governing secondary care, this may trigger a 

backward bias on GP referrals such that those with private health insurance are more likely 

to be referred onwards to secondary care. Unless there is comprehensive reform of 

entitlement and incentive structures at both primary and secondary levels of care, the 

benefits of introducing free primary care might be lower than expected. More data on the 

factors that influence referral decisions by GPs and the effectiveness of their gatekeeping 

role are needed to inform this issue. Where the increased demand for GP care relates to 

non-acute complaints, the knock-on implications for secondary care referrals are limited. 

There is evidence that non-covered individuals attend the ED for less urgent presenting 

complaints that could be handled in a primary care setting. This suggests that in the context 

o f policy options 1-3, in the majority of the increased numbers of GP attendances that are 

expected, the health care needs would be fully met at primary care level.

Nevertheless, the implementation of a policy option at one level of care without 

consideration o f interactions with options for other levels of care could lead to unintended 

results, with equity implications. Other policy interactions might also be mutually 

beneficial. As suggested above, the policy option to increase primary care access for the 

non medical card groups could be implemented in conjunction with an option to remove 

tax relief on private health insurance premiums, and on health expenses. The removal of
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tax reliefs could release funds to contribute to the net cost of extending primary care, while 

removing inequitable sources of cross subsidisation in the system. The full effects of this 

jo in t policy action would need to estimate the impact o f removing the health tax reliefs on 

subsequent behaviour. In the case of tax relief on private health insurance premiums, it has 

been suggested that the relief makes an important contribution to the cost o f purchasing 

private health insurance. Yet historical trends in the demand for private health insurance 

indicate that it is relatively price inelastic. As outlined in Chapter 3, demand for private 

health insurance has expanded to more than 50% of the population despite concurrent 

increases in the price o f insurance over time. The reasons cited for purchasing private 

health insurance refer to non-price related issues of securing access to care in the system. 

Unless measures are taken to alter the incentives governing access to secondary care in the 

system, the abolition of tax relief on private health insurance premiums might have limited 

impact on demand in the private health insurance market.

7.8.5.8 Summary and conclusions on policy options

To summarise, the policy option of expanding public coverage of primary care to the non

covered and privately insured groups (i.e. option 3) removes one of the largest sources of 

libertarian values in the Irish health financing system. Policy option 3 ensures that there is 

separation between payments for and consumption of primary health care for the whole 

population, thereby establishing an egalitarian basis for the delivery o f primary care. 

W ithin this setting, income pooling can be assessed in terms of the progressivity with 

which the contributions to public financing for primary care are generated. If resources are 

channelled through existing tax (and social insurance) structures, a broadly progressive 

pattern is achieved. However, the process for generating revenue to fund the net costs of 

this policy option needs to be revised to avoid transfers of resources from the poor to the 

rich. Health risk pooling can be assessed in terms of horizontal equity in health care 

resource allocation. Assessm ent of supply side incentives indicate that a dual capitation 

system gives rise to supply side incentives that could potentially interfere with the delivery 

of primary care according to need. The implementation o f a uniform capitation rate in 

scenario 4 of policy option 3 is the preferred method for extending free GP care to the 

whole population.
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In the international context, the policy option to expand primary care access simplifies the 

provision of primary care in the Irish system. The breadth of public coverage for primary 

care is increased (i.e. to the whole population), the height of publicly funded coverage has 

been increased (i.e. covering 100% of GP and up to 90% of prescription costs), and the 

eligibility criteria have been streamlined (i.e. all individuals are covered regardless of 

means). W ith these combined reductions in complexity, the Irish system would be more in 

line with the international approach on primary care financing.

Throughout the discussion o f the policy options modelled here, further suggestions for 

alternative options, and combinations of options, have been made. There is no limit to the 

number of policy options/combinations that could be proposed for adjusting entitlement 

structures in any health care system. The above analysis has shown the types of criteria that 

can be selected against which alternative options can be assessed in order to focus on those 

that are consistent with a desired set of equity principles.

7.9 Summary and conclusions for Chapter 7

The purpose of this chapter has been to draw together the key lessons on examining equity 

in Irish health care financing that were raised in the flow of funds analysis. The ultimate 

objective has been to outline and model a range of policy options for improving equity in 

the Irish health care system.

The key lessons from the flow of funds analysis were grouped into four issues. First, the 

value added of using the flow of funds framework for assessing equity in health care 

financing has been demonstrated relative to the standard analytic techniques applied in 

Chapter 4. In the context of this whole systems approach, the importance of investigating 

the details in the resource flows has been underlined. The other three key lessons stem from 

the detailed analysis of the com plexities in the system.

The focus of the second lesson examined supply and demand incentives and their linkages 

with the observed patterns o f financing and delivery in the system. This has permitted
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international comparison, identifying factors that distinguish the Irish system as a complex 

financing system. Third, discussion focused on specific resource flows that give rise to 

subsidisation patterns that may or may not have been intended by policy makers and that 

are difficult to align with egalitarian principles o f distributive justice. Fourth, contributions 

o f the flow o f funds analysis to debates about the role o f public/private interaction in the 

health care system were considered.

The detailed investigation of resource flows in the Irish health care financing system, 

analysed through the lens of entitlement structures, permitted consideration of policy 

options for improving equity. A set of baseline equity criteria was used to assess alternative 

options. The central criterion required the separation of payments from consumption in line 

with a broad egalitarian principle. Flow of funds data were used to estimate costs and 

distributional implications of three policy options for changing the entitlements to primary 

care in the system. These options were discussed in terms of affordability, policy 

interactions, and international comparability. M odelling alternative policy options 

demonstrates the usefulness of the flow of funds framework. In addition to providing a 

framework within which to examine health care financing equity in detail, it allows 

subsequent analysis of alternative options for improving equity in the system.

It is the explicit focus in the flow of funds framework on the details of the resource flows 

that defines the approach as a complex systems approach to investigating equity. The 

emphasis is on disentangling the patterns of resource flows from and to individuals for 

different health care providers (and functions). The em phasis on the detail highlights 

sources o f inequity that do not show up in standard methods for analysing equity in health 

care financing. In the international context, while individual features o f the Irish health care 

entitlem ent structures can be found in other systems, it is their com plicated interaction 

within the one system that distinguishes the complexity of the Irish system.

Given that the Irish system offers more extreme examples of unusual complexities in the 

international context, potential problems of other systems are more visible when viewed 

through the window of the Irish system. The impact of supplementary private health
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insurance in tine Irish system is visible because it is purchased by more than half the 

population. The supplem entary private health insurance market in the UK is relatively 

small (European Observatory, 1999), but the interaction with the public health care system 

may be similar to the Irish experience. Cost sharing is 100% for GP care for the majority of 

the population in the Irish system. Other countries considering increasing cost sharing out 

o f concern for cost containm ent can view the implications of an extreme example o f high 

cost sharing in primary care. Other smaller and more detailed resource flows can show how 

ad hoc responses to problems in the system can give rise to unintended negative 

consequences. Tax relief on health expenses was introduced to protect non-covered 

individuals from high costs of health care, without considering the impacts o f the 

regressive structure o f the relief, or the opportunity costs of that expenditure. As suggested 

above, the Irish system offers a useful ‘early warning system ’, to international policy 

makers who are interested to identify potential unintended consequences of possible policy 

actions.
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Chapter 8 Summary and conclusions

8.1 Introduction to Chapter 8

This chap ter draw s together the key m essages that have been raised in each o f the different 

sections o f  analysis and d iscussion o f  equity  in the Irish health  care financing system . 

Section  8.2 sum m arises the objectives and central findings from  each o f  the chapters in the 

thesis and section 8.3 concludes.

8.2 Summary

Equity  is a central p rincip le o f  the national health  care strategy in Ireland and concerns 

about inequity  underline current policy  debates. M ost recently , there is increasing political 

in terest in options for altering the health financing structures in order to im prove equity  in 

the system . H ow ever, investigations o f  equity  in finance in the Irish context have not been 

updated  since earlier analysis using  data  from  the late 1980s w hile m ore recent em pirical 

investigation  has focused on equity  in health  care delivery. T hus, the ev idence base that 

inform s current policy  debates on equity  in Irish health  care financing is weak and ou t

dated. This gap needs to be addressed if  viable recom m endations for im proving equity  in 

the system  are to be generated  by policy  m akers. There are also  concerns that available 

analy tic  m easures are not adequately  capturing patterns o f  inequity  that are occurring in 

practice and there is need to assess the ex isting  m ethodological approaches and to identify 

op tions for alternative m easurem ent.

As outlined in C hap ter 2, the process o f analysing equity  in a health  care financing system  

is com plicated  by the fact that there is no universally  agreed defin ition  o f equity, and by 

ex tension , o f  equity  in health  care. D ifferen t ideological perspectives propose different 

equity  princip les on w hich to  base a health  system  and these can conflict w ith each other. It 

is im portant to  identify  the ideological principles that underpin  national health  policy and 

to  assess the structure and im plem entation  o f  the health  system  against these principles. In
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the Irish context, there are conflicting ideological principles behind the definition of equity 

in the national health care strategy. Moreover, there is no reference to equity in financing in 

the strategy. The analysis of equity in Irish health care financing starts from a position of 

disadvantage given the lack o f a coherent policy objective against which to assess actual 

performance of the system.

However, in the empirical literature, equity in health care financing and delivery has been 

assessed against a broad egalitarian perspective where there is separation between payment 

and consumption of health care. Specifically, research has focused on adherence to two 

pragmatically defined principles; that health care should be financed according to ability to 

pay, and delivered according to need. This ensures that there is pooling of income (where 

the rich subsidise the poor) and health risk (where the healthy subsidise the sick) in the 

system. These principles have been investigated separately in the literature and the most 

widely used analytic techniques have employed concentration index measures in an 

approach developed by the ECuity project.

Chapter 4 focused on updating the analysis of the first of these principles for Ireland, 

employing the methodology proposed by the ECuity project. Progressivity measures were 

applied to each of the main sources of health care financing: income tax (and social 

insurance), indirect tax, private health insurance, and out-of-pocket payments. A combined 

index of progressivity for total health care financing was generated using a weighted sum 

of progressivity indices of each source of finance. However, public and private resources 

embody different ideological principles, egalitarian and libertarian, which are known to 

conflict. Thus, progressivity measures need to be interpreted differently for public 

(egalitarian) and for private (libertarian) sources of finance. In a health financing system 

characterised by a complex mix of public and private funding, these problems in 

interpretation must be addressed. This is demonstrated by the Irish health financing system, 

where private resources make important contributions to specific health care services 

despite accounting for relatively small proportions of total health care resources. Private 

payments are directly linked with consumption of services and this influences how 

progressivity measures on private resources are to be interpreted. Patterns of payments
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reflect characteristics of both the health care financing and delivery systems, yet these are 

deliberately separated in the ECuity approach.

This suggests an alternative, whole systems, approach to investigating equity in health care 

financing where the characteristics of the health care financing and delivery systems are 

analysed within the one framework. This approach has been adopted here in the context of 

the Irish health care system.

M ethods to develop a flow o f funds framework, outlined in Chapter 5, included national 

health accounting and benefit incidence analysis. The framework was populated with 

available Irish data for the year 2004 and traces the flow of public and private health care 

resources from individuals in the population to financial intermediaries (e.g. government, 

private insurance companies), from there to health care providers and functions, and from 

there allocated to individuals. Individuals are categorised by health care entitlem ent status. 

The entitlem ent structures provide valuable information on health care financing and 

delivery in the Irish system and are also directly amenable to policy decisions. Four main 

entitlement groups can be identified, labelled as: the medical card group, the group with 

dual cover, the non-covered, and the privately insured. A fifth entitlem ent category, the GP 

Visit medical card group has recently been introduced into the system but did not exist in 

2004.

In Chapter 6, each stage in the flow of funds framework was analysed with the emphasis on 

examining the details of the resource flows. Stage I traced the allocation of public and 

private resources to health care providers and functions. W hile in broad terms these 

allocations are com parable with international patterns, subsequent analysis identified 

com plexities in the Irish system that distinguish it from other systems. Stage I analysis 

confirmed that out-of-pocket resources make important contributions to specific health care 

services in the system, and indicated that the net contribution of private health insurance 

resources is negative. A range of tax reliefs and subsidies were identified, and quantified, 

that required further attention in the resource flow.
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Stage II outlined the distribution of health care resources from providers (and specific 

functions) to the population. Subsequent analysis standardised these resource allocations 

for need to investigate horizontal inequity in health care delivery (i.e. equal treatment for 

equal need). Results highlighted the extent to which eligibility for public health care 

resources is subject to a range of restrictions. The supplementary role of private resources 

was identified and shown to vary by both health care service and entitlement group. The 

mean allocations o f resources across the four entitlement groups are broadly consistent 

with health care need. The two groups with relatively lower health status (medical card and 

dual cover) receive a larger proportion of total mean health care resources relative to the 

two groups with higher health status (non-covered and privately insured). Need- 

standardisation using regression techniques indicated signs of horizontal inequity in 

resource allocations, particularly affecting the non-covered group. The average income of 

this group is located in the middle of the income distribution and thus this sort of inequity 

does not show up in standard concentration measures of horizontal inequity where the 

focus is on pro-poor or pro-rich patterns. Linkage with financing patterns suggested that 

there is a risk of low health care expenditure/utilisation relative to need in primary care 

where there is reliance on out-of-pocket resources to fill gaps left by ineligibility for public 

funds. Conversely, there are indications that private health insurance resources are linked 

with higher levels o f health care relative to need.

Stage III identified the contributions made to the health care resource envelope by the 

different entitlem ent groups. It is this stage that is focused on in the standard analytic 

approach to m easuring equity in health care financing applied in Chapter 4. The results 

from the flow o f funds showed that grouping the population by entitlement status provides 

new perspective on the paym ent distributions that do not show up in summary 

concentration indices. The categorisation by entitlement showed that for most health care 

services, the medical card group contributes to the health care system via public resources 

(which have a largely progressive structure). The other entitlem ent groups are 

supplementing their public contributions with out-of-pocket or private insurance payments 

for specific health services. In particular, out-of-pocket contributions account for a
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relatively large proportion of the contributions made by the non-covered group to the 

health care resource envelope, for a wide range o f health services.

In the complete resource flow there is a general pattern of cross subsidisation from the two 

entitlement groups that on average have higher socio-economic and health status (privately 

insured and non-covered), to the two groups with lower incomes and poorer health 

(medical card and dual cover). M ore detailed assessment showed that the patterns o f cross 

subsidisation are not as straightforward as suggested in the aggregate picture. The level of 

subsidisation varies across health services and the direction is not always from groups with 

higher socio-economic status to those with lower status.

Chapter 6 concluded with a discussion o f the methods used to develop and populate the 

flow of funds, and undertook sensitivity analysis of resource allocations in Stage II of the 

framework. The general methodological approach has been to adapt existing analytic 

frameworks and techniques to the objectives of analysing patterns of equity in health care 

financing in a whole systems context. It was important to assess the contributions and 

limitations of these techniques and to highlight where improvements are needed. In 

particular, there are trade-offs between international comparability and relevance to 

national analysis that come with the task o f aligning national expenditures to a standardised 

classification system. Limitations of benefit incidence analysis for allocating complex 

health care resources (e.g. in-patient resources) were also highlighted.

Data gaps were identified throughout the analysis and new data sources have been outlined 

that will address many of these gaps. The framework also provided useful guidance on 

priorities for further data collection. The inclusion of capital resources would add new 

perspective to the analysis in light of the equity implications of tax reliefs provided by the 

Government for capital construction of private health care facilities (outlined in Chapter 3). 

The use o f 2004 data reflects the time lags involved in accessing public financing data. 

However, it is emphasised that the broad financing and health care delivery structures (with 

the exception of the GP Visit card) have remained un-changed since the 1990s and were 

unaffected by the organisational reforms in 2005.
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The flow of funds framework makes a number o f contributions to investigating equity in 

health care financing and these were discussed in Chapter 7. The key lessons from the flow 

of funds analysis were grouped into four issues. First, the value added of using the flow of 

funds framework for assessing equity in health care financing was demonstrated relative to 

the standard analytic techniques applied in Chapter 4. In particular, by linking the 

characteristics of the financing and delivery systems in the one framework, the flow of 

funds responds to the central problem identified in the standard analytic approach. The 

framework makes explicit the fact that the health care system embodies a mix o f egalitarian 

and libertarian ideologies, highlighting the need for caution in interpreting public and 

private financing flows in the same way. By quantifying the flows of public and private 

resources, the approach also demonstrates that the role of libertarian values in the system is 

not confined to marginal elements of health care expenditure but that private resources 

represent an important source o f financing for specific health services, for specific 

entitlement groups.

In the context of the whole systems approach to assessing equity, the emphasis was on 

investigating the details in the resource flows. Detailed analysis of the system in practice 

identified a range o f specific resource flows and interactions that are difficult to align with 

known ideological principles. Thus, the approach has been identified as a complex systems 

approach and the other three key lessons from the flow of funds are drawn from examining 

those complexities.

The focus of the second issue analysed incentives and their linkages with observed patterns 

of financing and delivery in the system. The flow of funds was analysed from the 

perspective of entitlement structures, which in turn helped to identify a range o f supply and 

demand incentives that are established by the entitlement structures. Analysis of resource 

flows in the context of these incentives provided valuable insights for assessm ent o f equity. 

The discussion of incentives also permitted international comparison, identifying factors 

that distinguish the Irish system as a complex financing system. Third, specific resource 

flows in the system, although accounting for relatively small proportions of total resources, 

highlight the potential for generating inequitable patterns of cross subsidisadon if all the
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consequences of policies (i.e. in the context of the whole system), are not fully considered. 

Fourth, the interaction between resources in the system generated new information on the 

public/private mix in secondary care and outlined inequitable patterns relating to privately 

insured care within the public hospital system (due to public subsidisation, supply and 

demand incentives). These lessons also suggested the value o f the Irish analysis as an 

‘early warning system ’ for other countries. By providing more extrem e examples of 

unusual com plexities that occur in the international context, potential problems of other 

systems are more visible when viewed through the window of the Irish system.

The analysis of the flow of funds for Irish health care financing culminated in identifying 

and modelling alternative policy options for improving equity in the system. The baseline 

criterion required the separation of financing from consumption in order to remove sources 

of libertarian values in the system. W ithin that, the objective was to ensure that the health 

system operates in line with principles of health risk and income pooling with health care 

delivered according to need, and financed according to ability to pay. In particular, 

prelim inary cost and distributional impacts of options to expand access to primary care (GP 

care and prescription medicines) for the non medical card population were estimated. The 

findings were discussed in terms of affordability, policy interactions, and international 

comparability. The exercise demonstrated the value o f the flow o f funds framework for 

investigating implications o f alternative policies while also identifying where more detailed 

data could further refine the estimated impacts.

8.3 Conclusions

Health policy makers are concerned with choices on how to generate and allocate (scarce) 

health care resources across a given population. These are economic decisions and there are 

important linkages between these economic concerns and ideological perspectives on 

distributive justice. As argued in the literature, publicly accountable decision makers need 

to be clear on the ethical principles that underpin their policy choices.
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T he focus o f  this thesis has been on the ethical principles underpinning the Irish health  care 

financing system . T he conceptual d iscussion in C hapter 2 o f  equity, and equity  in health , 

introduced the com plexity  o f  the structures o f  the Irish system , identifying a m ix o f 

libertarian and egalitarian  values, operating  in d ifferent ways across health care services 

and individuals. A pplication o f w idely  used analytic techniques for m easuring equity  in 

financing in C hap ter 4 did not adequately  capture the d ifferent ethical values im plied by 

public and private  sources o f  financing. G iven the com plex role played by public and 

private sources w ithin the Irish system , the problem s in in terpreting standard m easures o f  

equity  in financing needed to  be addressed. In response, an alternative, w hole system s 

approach w as developed in subsequent chapters. A nalysis from  the flow o f funds 

quantified  m any o f the resource flow s associated w ith libertarian and egalitarian  values that 

w ere identified in the conceptual discussion in C hapter 2. In addition, by assessing the 

details o f  the resource flow s in the context o f  how  the system  operates in practice, the flow  

o f funds analysis (C hapters 5-7) identified  m any o ther com plexities in both public and 

private Irish health  care resource flow s. These com plexities in turn give rise to cross 

subsidisation  and in teraction effects that w ere d ifficult to align w ith know n ideological 

principles w ithin an egalitarian  perspective.

C hapter 7 concluded w ith investigation  o f a range o f policy options for im proving equity  in 

the system , selected  on the basis o f  an egalitarian  criterion. As noted above, although there 

is an explicit policy com m itm ent to equity  in Irish health care, the concept has been 

inconsistently  defined in policy  docum ents and is incom plete (w ith no reference to 

financing). A general preference for egalitarianism  is im plied w ithin the various objectives 

for equity  outlined in the national health care strategy. The adoption o f  an egalitarian  

criterion is also reasonable in the context o f  E uropean and other national health  care 

system s w hich em body general egalitarian  principles (although inconsistencies in equity  

defin itions w ere also  identified in o ther country  policies). H ow ever, it is possible that the 

broad assum ption o f  a preference fo r egalitarian ism  is too prescrip tive and there is a role 

for psychological/socio logical research  in this area. It is im portant for consistency  in health 

econom ic decisions in Ireland that a m ore explicit and in ternally  consisten t defin ition  of 

equity  in health  care is docum ented.
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O verall, this thesis has dem onstrated  the need for, and the con tribu tions of, an alternative 

com plex system s approach to investigating equity  in a health  care system . In conceptual 

term s, this approach aim s to analyse equity  in the space o f  health  care financing in the 

contex t o f the chaiac teristies that govern both health  care financing and delivery, and this 

has not been prev iously  undertaken in the literature. A m ethodology  for the com plex 

system s approach has been outlined, draw ing  on a range o f ex isting  analytic fram ew orks 

and techniques that are m odified to the objectives o f  the analysis. The m ethods provide the 

opportun ity  to investigate equity  at d ifferent points in the health care system  (e.g. prim ary 

care, secondary  care etc.) w ithout overlooking the im portance o f also analysing the 

in teractions in the system .

T he m ethodology has been applied to  Irish data for the year 2004, generating valuable 

insights for policy  m akers at both a national and international level. At a national level, the 

contribu tions to understanding  the patterns o f  equity  in the Irish health  care financing 

system  have been underlined in detail. T his facilitated the process o f identifying, and 

m odelling, a range o f  policy options for im proving equity , fu rther dem onstrating  the value 

added o f the flow  o f funds fram ew ork. The in ternational applicability  o f the analysis o f  the 

Irish health care financing system  has also been discussed. T he im plications o f  com plex 

resource flow s in the Irish system  provide visib le (because they are m ore extrem e) 

exam ples o f  w hat m ay be happening, or being considered, in o ther countries.

In addition, the analysis o f  equity  in the Irish health care system  using the flow  of funds 

fram ew ork has m ade im portant da ta  contribu tions to national health policy research. In 

particular, the fram ew ork  provides the first universal assessm ent using Irish data o f  how 

total health care resources are allocated across providers and functions w ithin an 

in ternationally  recognised classification system . T he jo in t extension o f  the SH A  fram ew ork 

to  include both contributors and beneficiaries in the one fram ew ork is also new in the Irish, 

and in ternational context.

In conclusion, equity  is an inherently  com plex concept and this extends to equity  in health 

and health care financing. It has been argued here that m easurem ent o f  equity  in health care
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financing is necessarily detailed and multi-dimensional in order to respond to the 

com plexity of the underlying concept. The complex systems approach outlined in this 

thesis provides a system atic methodology for navigating a health care financing system to 

yield valuable insights on equity, international lessons, and recommendations for policy 

changes to improve equity in the system.
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Appendices--



Table A.5.1 Data sources’®®

EXPENDITURE DATA RANK SOURCE INSTITUTION DATA SOURCE

Primary source Dept, of Health and Children
Tables on estimated non-capital health expenditure 
categorised by programme and service; and on non
health expenditures.

Non-capital public health expenditure & 
health-related expenditure

Supplementary Dept, of Finance (Budget publications) Revised Estimates for Public Services 2005 (Votes 39 
and 40).

Supplementary Primary Care Reimbursement Service 
(formerly the Gt^lS (Payments) Board)

Annual Reports and Financial and Statistical Analyses 
(selected years).

Supplementary National Treatment Purchase Fund Annual Report 2004.

Supplementary Dept, of Social and Family Affairs Statistical Information on Social Welfare Services.

Supplementary Office of the Revenue Commissioners Statistical Report 2004 and 2005.

Supplementary Fottrell et al. (2006) Report of the Working Group on Undergraduate f\/ledical 
Education and Training.

Supplementary Dept, of Healtfi and Children National Casemix Programme Peer Package 2006.

Primary source Dept, of Healtfi and Children Health Statistics 2005 (Table L6 Estimated Overall Health 
Expenditure 1995-2004).

Household out-of-pocket expenditure
Primary source Central Statistics Office Household Budget Survey 2004/05 Preliminary Results.

Primary source Central Statistics Office (via ISSDA) Housefiold Budget Survey 1999.

Private health Insurance expenditure Primary source VHI Healthcare and others VHI Healtficare Annual Reports and other literature on 
private health insurance in Ireland.

Dept, of Finance, 2004b, Dept, of Finance, 2005, GMS (Payments) Board, 2004a, GMS (Payments) Board, 2004b, NTPF, 2006b, Revenue Commissioners, 2004, 
Revenue Commissioners, 2005, Fottrell and et al„ 2006, DOHC, 2005a, Central Statistics Office, 1999, V H I Healthcare, 2003, V H I Healthcare, 2004, V H I Healthcare, 
2005; DOHC, 2006b
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Table A.5.2 Additional data sources for allocation of resources to individuals'^”

EXPENDITURE SOURCE INSTITUTION DATA SOURCE

Miscellaneous public expenditure

Economic and Social Researcii institute (via iSSDA)

Central Statistics Office (via ISSDA)

Primary Care Reimbursement Service (formerly the GIVIS (Payments) Board)

Citizens Information Board 

Dept, of Healtfi and Children 

Dept, of Health and Children

National Council for the Professional Development of Nursing and Midv^ifery

Living in Ireland Survey 2001.

European Survey of Income and Living Conditions, 2004 
and 2005.

Annual Reports and Financial and Statistical Analyses 
(selected years).

Public Service Information (wrebsite).

Public Information (website).

Health Statistics 2005.

National Council for the Professional Development of 
Nursing and Midwifery, 2005.

Public d isab ility  expenditure Dept, of Health and Children National Physical and Sensory Disability Database.

ESRI, 2001; Central Statistics Office, 2004; Central Statistics Office, 2005; PCRS, 2005; OASIS, 2007; DOHC, 2007a; DOHC, 2005a; National Council for the 
Professional Development of Nursing and Midwifery, 2005 ; DOHC, 2006c

- 4 2 6 -



Table A.5.3 Allocation of public expenditure to ICHA codes

Public non-capital expenditure by program m e (pre-2005 format)
ICHA Codes Estim ates

ICHA-HF ICHA-HP iCHA-HC

1. Com m unity Protection Programm e
1.1 Prevention of in fectious disease HF.1.1. HF.1.2 HP.3.9.9 HC.6,3 Assum e this refers to c lin ics/school health visitors

1.2 Child health exam inations HF.1.1, HF.1.2 HP.3.9.9 HC 6.1 adm inistering check-ups/im m unisations.

1,3 Food hygiene and standards Deducted as non-health expenditure.
1,4 Health promotion HF.1.1, HF.1.2 HP.5 HC.6,4

HC,6,4
Assum e this refers to c lin ics/school health visitors

1.5 O ther preventative sen/ices HF.1.1, HF.1.2 HP,3.9,9 adm inistering check-ups/im m unisations.
2. Com m unity Health Services Program m e

2   ̂ General practitioner service
HF.1.1, HF.1.2 HP.3.1.1, HP.4.1 H C .1.3.1, H C 1.4 , HC.5,1.1, HC.5.1.3

Data from Prim ary Care Reim bursem ent Service (PCRS)

(including prescribed drugs) guide allocations.
2.2 Subsidy for drugs purchased by persons ineligible under 2.1 HF.1.1, HF.1.2 HP.4.1 HC,5.1.1, HC.5.1.3 Data from PCRS guide allocations across items.

2.3 Refund of cost of drugs for long-term illness HF.1.1, HF.1.2 HP,4,1 H C .5 .1 ,1 ,H C .5.1 .3 Data from PCRS guide allocations across items.
2.4 Home nursing services HF.1.1, HF.1.2 HP,3,6 HC.3.3
2.5 Domiciliary m aternity services HF.1.1, HF.1.2 HP.3.6 HC.6.1
2.6 Family planning and pregnancy counselling HF.1.1, HF.1.2 HP.3.4.1 HC.6,1

H C .1.3.2
PCRS adm in, costs fo r dental schem e added. PCRS data

2.7 Dental services HF.1.1, HF.1.2 HP.3.2 guide allocations.

HP,3,3, HP,4.2 H C ,1,3.9, HC.5.2.1
PCRS adm in, costs fo r ophthalm ic schem e added. PCRS

2.8 O phthalm ic services HF.1.1, HF.1.2 data guide allocations.

HF.1.1, HF.1.2 HP.3.3 H C ,1.3.9
Assum e this refers to curative care by professionals,

2.9 Aural services expenditure on appliances not included.

3. Com m unity W elfare Programm e
2   ̂ Cash payments and grants fo r disabled persons 

f^ob ility allowance for people with disabilities

Deducted as non-health expenditure.
Deducted as non-health expenditure.

3.2 Cash paym ents to persons with certa in in fectious diseases Deducted as non-health expenditure.

3.3 M aternity cash grants Deducted as non-health expenditure.

3.4 Dom iciliary care allowances for children with disabilities Deducted as non-health expenditure.

3.5 Cash paym ents to blind persons Deducted as non-health expenditure.

3.6 Home Help services Deducted as non-health expenditure.

3.7 M eals-on-wheels services Deducted as non-health expenditure.

HP.3.9.9 HC.6.9
50%  deducted, balance allocated to m isc. ambulatory

3.8 Grants to  voluntary welfare agencies HF.1.1. HF.1.2 collective services.
3.9 Supply of milk (expectant m others and children under 5) Deducted as non-health expenditure.

3.10 Pre-school support services Deducted as non-health expenditure.
3.11 Foster Care Services (form ally Boarding out of Children) Deducted as non-health expenditure.
3.12 O ther child care services, including residential care Deducted as non-health expenditure.
3.13 W elfare hom es for older people HP.2.3 HC.3,1 50%  deducted as non-health expenditure.

3.14 Contributions to patients in private nursing homes HP.2,3 HC.3,1 50%  deducted as non-health expenditure.

4. Mental Health Programm e

HF.1.1, HF.1.2 HP.2.2, HP.3.4.2 HC .1.3.3, HC.3.1
Data from  post-2005 reporting form at guide allocations

4.1 Service for the diagnosis, care and prevention of mental illness across items.
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Table A.5.3 Contd.

Public non-capital expenditure by program m e ICHA Codes Estim ates
(pre-2005 form at) contd. ICHA-HF ICHA-HP ICHA-HC

5. D isab ility  Programme
5.1 Care in special homes for persons with intellectual disabilities HF.1.1, HF.1.2 HP.2.2 HC.3.1 60.5% deducted in as non-health expenditure.
^ 2 Care of persons with intellectual disabilities in psychiatric 

hospitals
5.3 Care in day centres for persons with intellectual disabilities

HF.1.1, HF.1.2 HP.1.2 HC.1.1 60.5% deducted as non-health expenditure.

HF.1,1, HF.1.2 HP.3.4.5 HC.2.2 71% deducted as non-health expenditure.
5.4 Assessment and care of the visually impaired HF.1.1. HF.1.2 HP.3.4.5 HC.2.2 Assume this refers to day case rehabilitative
5.5 Assessment and care of the hearing impaired HF.1.1. HF.1.2 HP.3.4.5 HC.2.2 Assume this refers to day case rehabilitative
5.6 Assessment and care of persons otherwise disabled HF.1.1. HF.1.2 HP.3.4.5 HC.2.2 Assume this refers to day case rehabilitative
5.7 Rehabilitation service HF.1.1, HF.1.2 HP.3.4.5 HC.2.2 Assume this refers to day case rehabilitative

6. General H ospita l Programme
6.1 Services in regional hospitals HF.1.1, HF.1.2 HP.1.1.1, HP.1.1.2, HP.6.9, HP.9 HC.1.1, HC.1.2, HC.1.3.3. HC.7.1.1 Casemix data guide allocations across items.
6.2 Services in public voluntary hospitals HF.1.1, HF.1.2 HP.1.1.1 HC.1,1, HC.1.2, HC.1.3.3 Casemix data guide allocations across items.
6.3 Services in health board county hospitals HF.1.1, HF.1.2 HP.1.1.1 HC.1.1. HC.1.2, HC.1.3.3 Casemix data guide allocations across items.

HF.1.1, HF.1.2 HP.2.1 HC.3.1
20% deducted as non-health expenditure.

6.4 Services in district hospitals Assume balance refers to long-stay care.

HF.1.1, HF.1.2 HP.2.1 HC.3.1
20%> deducted as non-health expenditure.

6.5 Services in health board long-stay hospitals Assume balance refers to long-stay care.

6.6 Ambulance services HF.1.1, HF.1.2 HP.3.9.1 HC.4.3

7. General Support Programme
7.1 Central administration HF.1.1, HF.1.2 HP.6.1 HC.7.1.1

7.2 Local administration (Health Boards) HF.1.1. HF.1.2 HP.6.1 HC.7.1.1

7.3 Research / Science and Technology Deducted as non-health expenditure.

7.4 Superannunation HF.1,1, HF.1.2 HP.6.1 HC.7.1.1

7.5 Finance charges {including interest on borrowings) HF.1.1. HF.1.2 HP.6.1 HC.7.1.1
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Table A.5.3 Contd.

Additional sources of non-capital health 
expenditure

ICHA Codes
Estimates

ICHA-HF ICHA-HP ICHA-HC

Treatment Benefit Scheme

Dental benefit HF.1.2.1 HP.3.2 HC.1.3.9
Assume funded from social insurance contributions. PCRS 
data guide allocation across items.

Optical benefit H F.1.2.1 HP.3.3, HP.4.2 HC.1.3.9, HC.5.2.1
Assume funded from social insurance contributions. PCRS 
data guide allocation across items.

Medical and surgical benefit HF.1.2.1 HP.1.1.1 HC.1.1, HC.1.2, HC.1.3.3
Assume funded from social Insurance contributions, and 
assume allocated to general public hospitals.

Administration costs HF.1.2.1 HP.6.2 HC.7.1.2
Additional 10% included as approximation of 
administration costs.

Allocated to ICHA items pro-rata to allocation of out-of-
Health expenses tax relief HF.1.1, HF.1.2 Various Various pocket household health expenditure (excluding items not 

eligible for relief)

Allocated to ICHA administration codes. Payment of the
Private health insurance tax relief HF.1.1, HF.1.2 HP.6.4 HC.7.2.2 relief is un-related to how the insurance claims are actually 

spent.
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Table A.5.4 Modifications to ICHA-HF codes

ICHA-HF Code - Sources of finance Modification/Data availability

HF.1 General government
HF.1.1 General government excluding social security funds

HF.1.1.1 Central government
HF.1.1.1.1 Income tax Category added to identify revenue source.
HF.1.1.1.2 Consumption tax Category added to identify revenue source.
HF.1.1.1.3 Other revenue Category added to identify revenue source.

HF.1.1.2 State/provincial government
HF.1.1.3 Local/municipal government

HF.1.2 Social security funds
HF.1.2.1 Social insurance contributions Category added to identify type of social insurance.
HF.1.2.2 Health levy contributions Category added to identify type of social insurance.

HF.2 Private sector
HF.2.1 Private social insurance
HF.2.2 Private insurance enterprises (other than social insurance)
HF.2.3 Private household out-of-pocket expenditure
HF.2.4 Non-profit institutions serving households (other than social insurance) Data not available.
HF.2.5 Cooperations (other than health insurance) Data not available.

HF.3 Rest of the world
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Table A.5.5 Modifications to ICHA-HP codes

ICHA-HP Code - Health care provider Modification/Data availability

HP.1
HP.1.1

Hospitals 
General Hospitals

HP.1.1.1 Public general hospitals Category added to identify public hospitals.
HP.1.1.2 Private general hospitals Category added to identify private hospitals.

HP.1.2 Mental health and substance abuse hospitals
;h p .i .3 Speciality (other than mental health and substance abuse) hospitals

HP.2 Nursing and residential care facilities
HP.3

HP.3.1
HP.3.1.1

Providers of ambulatory health care 
Offices of physicians 
General practitioners

HP.3.1.2 Other physicians (e.g. consultant specialists)
Category added to identify payments from private
insurance companies to consultant specialists.

HP.3.2 Offices of dentists
HP.3.3 Offices of other health practitoners
HP.3.4 Out-patient care centres
HP.3.5 l^/ledical and diagnostic laboratories
HP.3.6 Providers of home health care services
HP.3.9

HP.3.9.1
Other providers of ambulatory health care 
Ambulance services

HP.3.9.2 Blood and organ banks Detailed data on these providers not available.
HP.3.9.9 Providers of all other ambulatory health care services

HP.4 Retail sale and other providers of medical goods
HP.5 Provision and administration of public health programmes
HP.6 General health administration and insurance
HP.7

HP.7.1
Other industries (rest of the economy)
Establishments as providers of occupational health care services

HP.7.2 Private households as providers of home care Data not available.
HP.7.9 All other industries as secondary producers of health care Data not available.

HP.9 Rest of the world
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Table A.6.1 Total health expenditure by financing agent, 2004 (€000, %)

ICHA-HF Code Sources of funding
2004

€000 %

HF.1 General governm ent' 8,175,580 75.10
HF.1.1^'' General government excluding social security funds 6,331,842

HF.1.1.1® Central government 6,331,842
HF.1.1.1.1 Income tax 2,837.135
HF.1.1.1.2 Consumption tax 2,824,293
HF.1.1.1.3 Other revenue 670,414

HF.1.1.2 State/provincial government
HF.1.1.3 Local/municipal government

HF.1.2 Social security funds 1,843.738
HF.1.2.1 Social insurance contributions 893,218
HF.1.2.2 Health levy contributions 950,520

HF.2 Private sector 2,363,332 21.71
HF.2.1 Private social insurance
HF.2.2 Private insurance enterprises (other than social insurance)’ ^'’ ® 953,610
HF.2.3 Private household out-of-pocket expenditure® ’ ^ 1,409,722

HF.2.3.1 Out-of-pocket excluding cost sharing 1,306.885
HF.2.3.2 Cost-sharing: central government 102,838
HF.2.3.3 Cost-sharing: state/provincial government
HF.2.3.4 Cost-sharing: local/municipal government
HF.2.3.5 Cost-sharing: social security funds
HF.2.3.6 Cost-sharing: private social insurance
HF.2.3.7 Cost-sharing: other private insurance
HF.2.3.9 All other cost-sharing

HF.2.4" Non-profit institutions serving households (other than social insurance)
HF.2.5 Cooperations {other than health insurance)

HF.3 Rest of the w orld 348,022 3.20

Total health expenditure 10,886,934 100.00

Notes to  table:

'General government funds are divided into social security and non-social security based on data provided by the DOHC.

^HF.1 includes subsidies/reimbursements under government drug schemes (e.g. Drugs Payment Scheme; Long Term Illness 
I  Scheme).

^HF.1 includes tax reliefs on private health insurance premiums and tax relief on health expenses.

*HF.1 is net of income received from private sources of finance (e.g. maintenance charges for private beds in public hospitals and 
other receipts).

*HF.1 is net of non-health expenditures deducted for compatibility with the OECD definition of health related functions.

®HF.1 includes expenditure by the Dept, of Social and Family Affairs under the Treatment Benefit Scheme.

^HF.1 is inclusive of expenditure by the National Treatment Purchase Fund (purchases private health care for public patients in Ireland 
and abroad).

®HF. 1.1.1 is allocated across tax type in proportion to the breakdown of total tax revenue by type of taxation.

^Out-of-pocket expenditure is net of refunds from government drug schemes (e.g. Drugs Payment Scheme; Long Term Illness 
Scheme).

'°Out-of-pocket expenditure does not include expenditure on health insurance premiums.

"O u t of-pocket expenditure is net of refunds by private health insurance companies.

'^Tax relief from health expenses is deducted from out-of-pocket health expenditure.

'^ a x  relief on private health insurance premiums is deducted at source, thus private insurance expenditure is already net of tax 
deductions.

'^Private health insurance expenditure is based on claims expenditure, the analysis assumes that aggregate claims expenditure 
equals aggregate premiums.

'^Private health insurance expenditure is derived from VHI Healthcare claims expenditure, adjusted for the VHI financial year, and 
includes administration costs and provision for unexpired premiums.

'®Data are not available for HF.2.4 and HF.2.5.
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Table A.6.2 Total health expenditure by provider, 2004 (€000, %)

ICHA'HP Code Health care provider industry
2004

€000 %

HP.1 Hospitals 4,305,706 39.55
H P .1.1 General Hospitals 4,273.537

H P .1.1.1 Public genera! hospitals 3,980.338
H P .1.1.2 Private general hospitals 293,200

H P .1.2 Mental health and substance abuse hospitals 32,168
HP.1.3 Speciality (other than m ental health and substance abuse) hospitals

HP.2 Nursing and residential care facilities 1,137,987 10.45
HP.2.1 Nursing care facilities 338,988
HP.2.2 Residential mental retardation, mental health and substance abuse facilities 686,586
HP.2.3 Community care facilities for the elderly 112,413
HP.2.9 All other residential care facilities

HP.3 Providers of am bulatory health care 2,663,388 24.46
HP.3.1 Offices of physicians 956,624

HP.3.1.1 General practitioners 616,578
HP.3.1.2 O ther physicians (e.g. consultant specialists) 340,046

HP.3.2 Offices of dentists 394.370
HP.3.3 Offices of other health practitoners 152,737
HP.3.4 Out-patient care centres 690,161

HP.3.4.1 Family planning centres 19,681
HP.3.4.2 Out-patient mental health and substance abuse centres 231.273
HP.3.4.3 Free-standing ambulatory surgery centres -
HP.3.4.4 Dialysis care centres -
HP.3-4.5 All other out-patient multi-speciality and co-operative sen/ice centres 439,207
HP.3.4.9 All other out-patient com m unity and other integrated care centres -

HP.3.5 Medical and diagnostic laboratories
HP.3.6 Providers of hom e health care services 95.777
HP.3.9 O ther providers of am bulatory health care 373.719

HP.3.9.1 Am bulance services 93.720
HP.3.9.2 Blood and organ banks
HP.3.9.9 Providers of all other am bulatory health care services 279.999

HP.4 Retail sale and other providers of m edical goods 2,038,890 18.73
HP.4.1 Dispensing chemists 1,821,590
HP.4.2 Retail sale and other suppliers of optical glasses and other vision products 145,256
HP.4.3 Retail sale and other suppliers of hearing aids -
HP.4.4 Retail sale and other suppliers of medical appliances 72,045
HP.4.9 All other misc. sale and other suppliers of pharm aceuticals and medical goods

HP.5 Provision and adm inistration of public health program m es 18,858 0.17
HP.6 G eneral health adm inistration and Insurance 718,786 6.60

HP.6.1 Government administration of health 413.398
HP.6.2 Social security funds 7,046
HP.6.3 O ther social insurance
HP.6.4 O ther (private) insurance 295.821
HP.6.9 All other providers of health administration 2,521

HP.7 Other industries (rest of the econom y) •
HP.7.1 Establishments as providers of occupational health care services
HP.7.2 Private households as providers of home care
HP.7.9 All other industries as secondary producers of health care

HP.9 Rest of the world 3,319 0.03

Total health expenditure 10,886,934 100.00

Notes to table:

1.

2.

Tax relief on health insurance prem ium s is included under general health adm inistration and insurance,

Tax relief on m edical expenses is allocated across providers pro-rata to the allocations of out-of-pocket household expenditure.
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Table A.6.3 Total health expenditure by function, 2004 (€000, %)

ICHA-HC Code Functions of health care
2004

€000 %

HC.1 Services of curative care 6,044,030 55.52
HC.1.1 In-patient curative care 3,645,085
HC.1.2 Day cases of curative care 541,080
HC.1.3 Out-patient curative care 1,833,510

HC.1.3.1 Basic medical and diagnostic services 592,224
HC.1.3.2 Out-patient dental care 394,370
HC.1.3.3 All other specialised health care 694,178
HC.1.3.9 All other out-patient curative care 152,737

HC.1.4 Services of curative home care 24,354
HC.2 Services of rehabilitative care 439,207 4.03

HC.2.1 In-patient rehabilitative care
HC.2.2 Day cases of rehabilitative care 439,207
HC.2.3 Out-patient rehabilititative care
HC.2.4 Services of rehabilitative home care

HC.3 Services of long-term nursing care 1,226,936 11.27
HC.3.1 In-patient long-term nursing care 1,137,987
HC.3.2 Day cases of long-term nursing care
HC.3.3 Long-term nursing care: home care 88,949

HC.4 Ancillary services to health care 93,720 0.86
HC.4.1 Clinical laboratory
HC.4.2 Diagnostic imaging
HC.4.3 Patient transport and emergency rescue 93,720
HC.4.9 All other miscellaneous ancillary services

HC.5 Medical goods dispensed to out-patients 2,038,890 18.73
HC.5.1 Pharmaceuticals and other medical non-durables 1,821,590

HC.5.1.1 Prescribed medicines 1,581,952
HC.5.1.2 Over-the-counter medicines 237,147
HC.5.1.3 Other medical non-durables 2,491

HC.5.2 Therapeutic appliances and other medical durables 217,301
HC.5.2.1 Glasses and other vision products 145,256
HC.5.2.2 Orthopaedic appliances and other prosthetics
HC.5.2.3 Hearing aids
HC.5.2.4 fvledico-technical devices, including wheelchairs
HC.5.2.9 All other miscellaneous medical durables 72,045

HC.6 Prevention and public health services 325,366 2.99
HC.6.1 Maternal and child health; family planning and counselling 50,236
HC.6.2 School health services
HC.6.3 Prevention of communicable diseases 94,461
HC.6.4 Prevention of non-communicable diseases 145,042
HC.6.5 Occupational health care
HC.6.9 All other miscellaneous public health services 35,627

HC.7 Health administration and health insurance 718,786 6.60
HC.7.1 General government administration of health 422,965

HG.7.1.1 General government administration of health (except social security) 415,919
HC.7.1.2 Administration, operation and support activities of social security funds 7,046

HC.7.2 Health administration and health insurance: private 295,821
HC.7.2.1 Health administration and health insurance: social insurance
HC.7.2.2 Health administration and health insurance: other private 295,821

Total health expenditure 10,886,934 100.00

Notes to table:

1. Tax relief on health insurance premiums is included under health administration and health insurance (Item HC.7)

2. Tax relief on medical expenses is allocated across functions pro-rata to the allocations of out-ot-pocl<et household expenditure.

3. Public resources are allocated across in-patient, out-patient and day care based on data collected by the Casemix Unit at the DOHC.

4 In the Irish data, prescribed medicines under HC.5.1.1 can include medicines that are also available over-the-counter (I.e. HC.5.1.2). For
the rest of the analysis, HC.5.1.2 is interpreted as non-prescribed, rather than over-the-counter medicines.
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Table A.6.4 Non-capital Irish health expenditure by health care provider and financing source, 2004 (Column %)

Health care by provider

Health care by source of funding, 2004 (Column %)

ICHA-HP
Code

HF.1 HF.1.1 HF.1.2 HF.2 HF.2.1 HF.2.2 HF.2.3 HF.2.4 HF.2.5 HF.3
Total non

capital 
expenditure on 

health
General

govt.

General 
govt, 

(exci. social 
security)

Social
security

funds^

Private
sector

Private
social

insurance

Other
private

nsurance

Private
household

out-of-poci<et
payments

Non-profit
institutions Corporations

Rest of the 

world'

Hospitals HP.1 43.31 43.72 41.90 25.93 53.49 7.29 43.72 39.55

Nursing and residential care facilities HP.2 13.29 13.44 12.81 0.18 0.46 - 13.44 10.45
Providers of ambulatory health care HP.3 20.50 19.88 22.64 38.85 37.49 39.78 19.88 24.46
Offices of physicians HP.3.1 4 00 4.05 3.86 26.03 37.49 18.29 4.05 8.79
General practitioners HP.3.1.1 4.00 4.05 3.86 11.65 1.83 18.29 4.05 5.66
Other physicians (e.g. consultant specialists) HP.3.1.2 14.39 35.66 - - 3.12
Offices of dentists HP.3.2 2 45 1.79 4.73 7.94 13.31 1.79 3.62
Offices of other health practitoners HP.3.3 0.44 0.30 0.95 4.88 8.18 0.30 1.40
Out-patient care centres HP.3.4 8.09 8.18 7.80 - 8.18 6.34
Medical and diagnostic laboratories HP.3.5 - -
Providers of home health care services HP.3.6 1.12 1.14 1.08 1.14 0.88
Other providers of ambulatory health care HP.3.9 4.38 4.43 4.22 - 4.43 3.43
Retail sale and other providers of medical

HP.4 15.16 15.24 14.90 31.57 . 52.93 15.24 18.73
goods
Dispensing chemists HP.4.1 14.88 15.04 14.33 23.38 - 39.20 15.04 16.73
All other sales of medical goods HP.4.2-4.9 0.28 0.20 0.57 8.19 - 13.73 0.20 2.00
Provision and administration of public

HP.5 0.22 0.22 0.21 . _ _ 0.22 0.17
health programmes

General health administration and Insurance HP.6 7.47 7.47 7.50 3.46 8.57 - 7.47 6.60

Government administration of health HP.6.1 4.85 4.90 4.67 4.90 3.80
Social security funds HP.6.2 0.09 0.38 - 0.06
Other social insurance HP.6.3 - - -
Other (private) insurance HP.6.4 2.51 2.54 2.42 3.46 8.57 2.54 2.72
All other providers of health administration HP.6.9 0.03 0.03 0.03 0.03 0.02
Other Industries (rest of the economy) HP.7 - - - - -
Establishments as providers of occupational HP.7.1
health care services
Private households as providers of home care HP.7.2 - ■ - - -
All other industries as secondary producers of HP.7.9 _
health care
Rest of the world HP.9 0.04 0.04 0.04 - - - 0.04 0.03

Total health expenditure 100.0 100.0 100.0 100.0 - 100.0 100.0 - 100.0 100.0
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Table A.6.5 Non-capital Irish health expenditure by health care provider and financing source, 2004 (Row %)

Health care by source of funding, 2004 (Row %)
HF.1 HF.1.1 HF.1.2 HF.2 HF.2.1 HF.2.2 HF.2.3 HF.2.4 HF.2.5 HF.3

Health care by provider
ICHA-HP
Code General

govt.

General 
govt, 

(excl. social 
security)

Social
security

funds^

Private
sector

Private
social

insurance

Other
private

insurance

Private
household

out-of-pocket
payments

Non-profit
institutions Corporations

Rest of the 

world'

Total non
capital 

expenditure 
on health

Hospitals HP.1 82.23 64.29 17.94 14.23 - 11.85 2.39 - - 3.53 100.0

Nursing and residential care facilities HP.2 95.51 74.76 20.75 0.38 - 0.38 - - - 4.11 100.0
Providers of ambulatory health care HP.3 62.93 47.25 15.67 34.48 - 13.42 21.05 - - 2.60 100.0
Offices of physicians HP.3.1 34.21 26.78 7.43 64.32 37.37 26.95 - 1.47 100.0
General practitioners
Other physicians (e.g. consultant specialists)

HP.3.1.1 
HP.3.1.2

53.08 41.55 11.53 44.64
100.00

2.83
100.00

41.81 ; : 2.28 100.0
100.0

Offices of dentists HP.3.2 50.85 28.72 22.13 47.57 ■ - 47.57 1.58 100.0
Offices of other health practitoners HP.3.3 23.80 12.33 11.47 75.52 75.52 0.68 100.0
Out-patient care centres 
H/ledical and diagnostic laboratories

HP.3.4
HP.3.5

95.88 75.05 20.83
■ ■ ■

4.12 100.0

Providers of home health care services HP.3.6 95.88 75.05 20.83 - - - 4.12 100.0
Other providers of ambulatory health care HP.3.9 95.88 75.05 20.83 4.12 100.0

Retail sale and other providers of medical goods HP.4 60.80 47.33 13.47 36.60 - - 36.60 - - 2.60 100.0

Dispensing chemists HP.4.1 66.79 52.28 14.51 30.34 - 30.34 - 2.87 100.0
All other sales of medical goods HP.4.2-4.9 10.62 5.81 4.81 89.06 89.06 - 0.32 100.0
Provision and administration of public health 
programmes

HP.5 95.88 75.05 20.83 - - - - - - 4.12 100.0

General health administration and Insurance HP.6 85.02 65.78 19.24 11.37 - 11.37 - - - 3.62 100.0
Government administration of health HP.6.1 95.88 75.05 20.83 - - 4.12 100.0
Social security funds 
Other social insurance

HP.6.2
HP.6.3

100.00 100.00 ■ ■ ■ 100.0

Other (private) insurance HP.6.4 69.40 54.32 15.08 27.62 - 27.62 - 2.99 100.0
All other providers of health administration HP.6.9 95.88 75.05 20.83 - 4.12 100.0
Other industries (rest of the economy)
Establishments as providers of occupational health 
care services
Private households as providers of home care
All other industries as secondary producers of health
care

HP.7

HP.7.1

HP.7.2

HP.7.9

na na na na na na na na na na

Rest of the world 

Total health expenditure

HP.9 95.88

75.10

75.05

58.16

20.83

16.94

4.12

3.20

100.0

100.0

Notes to tables (provider x financing source):

’ Financing from  the 'rest of the w/orld' is a llocated across providers in sam e proportions as for general governm ent funding. 
^Earm arked expenditures on specific providers financed by social insurance funds are identified accordingly. The balance of social 
insurance contributions are allocated across providers in the sam e proportions as for general governm ent funding.
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Table A.6.6 Non-capital Irish health expenditure by health care function and financing source, 2004 (Column %)

Health care by function
ICHA-HC
Code

Health care by source of funding, 2004 (Column %)
HF.1 HF.1.1 HF.1.2 HF.2 HF.2.1 HF.2.2 HF.2.3 HF.2.4 HF.2.5 HF.3

Total non
capital 

expenditure 
on health

General
govt.

General govt, 
(excl. social 

security)

Social
security

funds^

Private
sector

Private
social

insurance

Other
private

insurance

Private
household

out-of-pocl<et
payments

Non-profit
institutions

Corporations

Rest of 
the 

world’

In-patient care 47.17 47.63 45.58 32.01 69.79 6.45 47.63 43.89
In-patient curative care HC.1.1 33.89 34.21 32.79 31.83 69.34 6.45 34.21 33.45
In-patient rehabilitative care HC.2.1 - - - - - - -
In-patient long-term nursing care HC.3.1 13.28 13.42 12.79 0.18 0.46 13.42 10.44
Services of day care 9.13 9.22 8.82 8.50 19.81 0.84 9.22 9.00
Day cases of curative care HC.1.2 3.99 4.02 3.86 8.50 19.81 0.84 4.02 4.97

Day cases of rehabilitative care HC.2.2 5.15 5.20 4.96 - - 5.20 4.03
Day cases of long-term nursing care HC.3.2 - - -
Out-patient care 14.85 14.16 17.22 24.46 1.83 39.78 14.16 16.91
Out-patient curative care HC.1.3 14.85 14.16 17.22 24.46 1.83 39.78 14.16 16.91
Basic medical and diagnostic services HC.1.3.1 3.71 3.75 3.58 11.65 1.83 18.29 3.75 5.44

Out-patient dental care HC.1.3.2 2.51 1.85 4.79 7.94 - 13.31 1.85 3.67

All other specialised health care HC.1.3.3 8.13 8.21 7.86 - - - 8.21 6.37

All other out-patient curative care HC.1.3.9 0.49 0.35 1.00 4.88 - 8.18 0.35 1.44

Out-patient rehabilititative care HC.2.3 - - - -

Home care 1.33 1.34 1.28 - - - 1.34 1.04
Services of curative home care HC.1.4 0.29 0.29 0.27 ■ 0.29 0.22

Services of rehabilitative home care HC.2.4 ■ -
Long-term nursing care: home care HC.3.3 1.04 1.05 1.00 - 1.05 0.82
Ancillary services to health care HC.4 1.10 1.11 1.06 - - ■ 1.11 0.86
Medical goods dispensed to out

HC.5 15.15 15.22 14.89 31.57 . 52.93 15.22 18.72
patients
Pharmaceuticals and other medical HC.5.1 14.87 15.02 14.32 23.38 39.20 15.02 16.72
non-durables
Therapeutic appliances and other HC.5.2 0.28 0.20 0.57 8.19 13.73 0.20 2.00
medical durables
Total expenditure on personal health

88.72 88.69 88.84 96.54 91.43 100.00 88.69 90.42
care

Prevention and public health services HC.6 3.81 3.85 3.67 - - - 3.85 2.99

Health administration and health
HC.7 7.47 7.46 7.49 3.46 8.57 _ 7.46 6.60

Insurance

Total health expenditure 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
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Table A.6.7 Non-capital Irish health expenditure by health care function and financing source, 2004 (Row %)

Health care by source of funding, 2004 (Row %)
HF.1 HP.1.1 HF.1.2 HF.2 HF.2.1 HF.2.2 HF.2.3 HF.2.4 HF.2,5 HF.3

Total non
capital 

expenditure 
on health

Health care by function
ICHA-HC
Code General

govt.

General govt, 
(excl. social 

security)

Social
security
funds^

Private
sector

Private
social

insurance

Other
private

insurance

Private
household

out-of-pocket
payments

Non-profit
institutions

Rest of 
Corporations the world^

In-patient care 80.70 63.11 17.59 15.83 13.93 1.90 _ . 3.47 100.0
In-patient curative care HC.1.1 76.08 59.48 16.60 20.65 - 18.15 2.50 - - 3.27 100.0
In-patient rehabilitative care 
In-patient long-term nursing care

HC.2.1
HC.3.1 95.51 74.76 20.75 0.38 . 0.38 . _ . 4.11 100.0

Services of day care 76.22 59.63 16.59 20.50 - 19.29 1.21 - - 3.28 100.0
Day cases of curative care HC.1.2 60.28 47.12 13.16 37.13 - 34.94 2.20 - - 2.59 100.0
Day cases of rehabilitative care HC.2.2 95.88 75.05 20.83 - • - - - • 4.12 100.0
Day cases of long-term nursing care 
Out-patient care

HC.3.2
65.92 48.68 17.24 31.40 . 0.95 30.45 . _ 2.68 100.0

Out-patient curative care HC.1.3 65.92 48.68 17.24 31.40 - 0.95 30.45 - - 2.68 100.0
Basic medical and diagnostic services HC.1.3.1 51.29 40.15 11.14 46.50 • 2.95 43.55 - - 2.21 100.0
Out-patient dental care HC. 1.3.2 51.39 29.27 22.12 47.00 - - 47.00 • - 1.61 100.0
All other specialised health care HC.1.3.3 95.88 74.99 20.89 - - - - - - 4.12 100.0
All other out-patient curative care HC.1.3.9 25.69 13.98 11.72 73.54 - - 73.54 - - 0.77 100.0
Out-patient rehabilititative care 
Home care

HC.2.3
95.88 75.05 20.83 _ . _ . . 4.12 100.0

Services of curative home care HC.1.4 95.88 75.05 20.83 - - - - - - 4.12 100.0
Services of rehabilitative home care 
Long-term nursing care: home care

HC.2.4
HC.3.3 95.88 75.05 20.83 . . . _ . . 4.12 100.0

Ancillary services to health care HC.4 95.88 75.05 20.83 - - - - - - 4.12 100.0
Medical goods dispensed to out-patients HC.5 60.78 47.31 13.47 36.62 - - 36.62 - - 2.60 100.0
Pharmaceuticals and other medical non-durables HC.5.1 66.77 52.26 14.50 30.36 - - 30.36 - - 2.87 100.0
Therapeutic appliances and other medical durables HC.5.2 10.61 5.80 4.81 89.07 - - 89.07 - • 0.32 100.0
Total expenditure on personal health care 73.69 57.05 16.64 23.18 - 8.86 14.32 - ■ 3.14 100.0

Prevention and public health services HC.6 95.88 75.05 20.83 - - - - - - 4.12 100.0
Health administration and health Insurance HC.7 85.01 65.77 19.23 11.38 - 11.38 - - - 3.62 100.0

Total health expenditure 75.10 58.16 16.94 21.71 - 8.76 12.95 - - 3.20 100.0

Notes to tables (function x financing source):

’ Financing from tfie 'rest of the world' is allocated across functions in same proportions as for general government funding. 

^Earmarked expenditures on specific functions financed by social insurance funds are identified accordingly. The balance of social 
insurance contributions are allocated across functions in the same proportions as for general government funding.
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Table A.6.8 Non-capital Irish health expenditure by health care function and provider, 2004 (Column %)

Health care by prov ider, 2004 (Colum n %)

HP.1 HP.2 HP.3 HP.3.1 HP.3.2 HP.3.3 HP.3.4 HP.3.6 HP.3.9 HP.4 HP.5 HP.6 HP.9

Health care by function
ICHA-HC
Code

H ospita ls

N ursing & 
residentia l 

care 
fac ilities

Providers of 
am bulatory 
health care

O ffices of 
physic ians

O ffices of 
den tists

O ffices of 
o the r health 
p ractitione rs

^  P roviders o f 
O ut-patien t . . ...

hom e health
care centres

care services

AJI other 
p rov iders o f 
am bula to ry 
health care

Retail sale & 
o ther 

p rov iders  of 
m edical

P rovis ion 
& adm in, of 

pub lic 
health

General 
health 

adm in. & 
insurance

Rest of 
the w orld

Total non
capita l 

expenditure 
on health

In-patient care 78.44 100.00 9.93 27.65 . - - - - 100.00 43.93
In-patient curative HC.1.1 78.44 9.93 27.65 - 100.00 33.48
In-patient rehabilitative HC.2.1
In-patient long-term nursing HC.3.1 100.00 10.45
Services o f day care 10.81 - 19.33 7.90 63.64 - • - • - 9.00
Day case curative HC.1.2 10.81 2.84 7.90 4.97

Day case rehabilitative HC.2.2 16.49 63.64 - 4.03
Day case long-term nursing HC.3.2 -
O ut-patien t care 10.75 - 51.46 61.91 100.00 100.00 33.51 - - - - - 16.84

Out-patient curative HC.1.3 10.75 51.46 61.91 100.00 100.00 33.51 16.84

Basic medical & diagnostic
HC.1.3.1 22.24 61.91 5.44

services
Out-patient dental HC.1.3.2 14.81 100.00 3.62
All other specialised care HC.1.3.3 10.75 8.68 33.51 6.38

All other out-patient curative HC.1.3.9 ■ 5.73 100.00 - 1.40

Out-patient rehabilititative HC.2.3 -
Home care - . 4.25 2.55 . 92.87 - - - - - 1.04

Services of curative home HC.1.4 0.91 2.55 . 0.22
care
Sen/ices of rehabilitative 
home care
Long-term nursing care;

HC.2.4

HC.3.3 3.34 92.87

■ -

0.82
home care 
A ncilla ry  services HC.4 . . 3.52 . . . - 25.08 - - - - 0.86

M edical goods d ispensed
HC.5 . . . 100.00 . . . 18.73

to out-patien ts  
Total expenditure on

100.00 100.00 88.49 100.00 100.00 100.00 97.15 92.87 25.08 100.00 100.00 90.41
personal health care 
Prevention & pub lic  health

HC.6 11.51 2.85 7.13 74.92 100.00 2.99
services
Health adm in. & health

HC.7 100.00 6.60
Insurance

Total health expenditure 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
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Table A.6.9 Non-capital Irish health expenditure by health care function and provider, 2004 (Row %)

Health care by provider, 2004 (Row %)
HP.1 HP.2 HP.3 HP.3.1 HP.3.2 HP.3.3 HP.3.4 HP.3.6 HP.3.9 HP.4 HP.5 HP.6 HP.9

Health care by function
ICHA-HC
Code

Hospitals

Nursing & 
residential 

care 
facilities

Providers
of

am bulatory 
health care

O ffices of 
physicians

O ffices of 
dentists

Offices of 
other health 
practitioners

Out-patient 
care centres

Providers of 
home health 
care services

All other 
p roviders of 
am bulatory 
health care

Retail sale 
& other 

prov iders of 
medical 
aoods

Provision 
& adm in, of 

pub lic 
health

General 
health 

adm in. & 
Insurance

Rest of the 
world

Total non
capital 

expenditure 
on health

In-patient care 70.61 23.79 5.53 5.53 . . . . . . . . 0.07 100.0
In-patient curative HC.1.1 92.65 7.26 7.26 - 0.09 100.0
In-patient rehabilitative HC.2.1
In-patient long-term nursing HC.3.1 100.00 - - - 100.0
Services o f day care 47.49 - 52.51 7.71 - - 44.80 - - - - - - 100.0
Day case curative HC.1.2 86.03 13.97 13.97 - 100.0
Day case rehabilitative HC.2.2 100.00 100.00 - 100.0
Day case long-term nursing HC.3.2
O ut-patient care 25.25 - 74.75 32.30 21.51 8.33 12.61 - - - - • - 100.0
Out-patient curative HC.1.3 25.25 74.75 32.30 21.51 8.33 12.61 100.0
Basic medical % diagnostic 
services

HC.1.3.1 100.00 100.00 ■ 100.0

Out-patient dental HC.1.3.2 100.00 100.00 100.0
All other specialised care HC.1.3.3 66.68 - 33.32 33.32 100.0

All other out-patient curative HC.1.3.9 - 100.00 100.00 100.0

Out-patient rehabilititative HC.2.3
Home care - - 100.00 21.49 - - - 78.51 - • - - - 100.0
Services of curative home 
care

HC.1.4 - 100.00 100.00 100.0

Services of rehabilitative 
home care

HC.2.4

Long-term nursing care; 
home care

HC.3.3 ' 100.00 100.00 - 100.0

Ancillary services to health 
care

HC.4 - - 100.00 - - - - 100.00 • - •
■

100.0

Medical goods dispensed 
to out-patients

HC.5 - ■ - - - - - - 100.00 • -
■

100.0

Total expenditure on 
personal health care

43.74 11.56 23.95 9.72 4.01 1.55 6.81 0.90 0.95 20.71 ■ - 0.03 100.0

Prevention & pub lic health 
services

HC.6 - - 94.20 - - 6.05 2.10 86.06 • 5.80 - - 100.0

Health admin. & health 
insurance

HC.7 - - - • - - • - - - 100.00 - 100.0

Total health expenditure 39.55 10.45 24.46 8.79 3.62 1.40 6.34 0.88 3.43 18.73 0.17 6.60 0.03 100.0

- 4 4 0 -



Table A.6.10 Variable definitions for need-standardisation regression analysis

Variables D efin ition

DEPENDENT VARIABLES

In-patient expenditure Probability 
Conditional positive 
Total

=1 if in-patient expenditure > 0 
in-patient expenditure (€000) > 0 
in-patient expenditure (€000)

= 0 otherwise

O ut’ patient expenditure Probability 
Conditional positive 
Total

=1 if out-patient expenditure > 0 
out-patient expenditure (€000) > 0 
out-patient expenditure (€000)

= 0 otherwise

GP expenditure Probability 
Conditional positive 
Total

=1 if gp expenditure > 0 
gp expenditure (€000) > 0 
gp expenditure (€000)

=0 otherwise

Total expend iture Un-transformed
Log-transformed

total health expenditure (€000) 
log-transformed health expenditure

INDEPENDENT VARIABLES

Age/Sex Male aged 55+ 
Female aged <55 
Female aged 55+

=1 if male aged 55 years or older 
=1 if female aged under 55 years 
=1 if female aged 55 years or older 
(Base category = male aged under 55 years)

=0 otherwise 
=0 otherwise 
=0 otherwise

Self*assessed health (SAH) Good self-assessed health 
Fair self-assessed health 
Bad self-assessed health 
Very bad self-assessed health

=1 if self-assessed health is rated as good 
=1 if self-assessed health is rated as fair 
=1 if self-assessed health is rated as bad 
=1 if self-assessed health is rated as very bad 
(Base category = very good self-assessed health)

=0 othenwise 
=0 otherwise 
=0 otherwise 
=0 otherwise

O ther health need variab les Limited health functions 
Chronic illness

=1 if limited in normal activities due to illness/injury
=1 if presence of a chronic, physical or mental health problem, ilness or disability

=0 if not limited
=0 if no chronic illness/disability

Education Lower secondary education 
Upper secondary education 
Third level education

=1 if completed lower secondary education
=1 if completed upper secondary education
=1 if completed third level education
(Base category = completed primary level education)

=0 othenwise 
=0 otherwise 
=0 otherwise

Entitlem ent sta tus f^edlcal card 
Privately insured 
Dual cover

=1 if holds a medical card only
=1 if holds private health insurance only
=1 if holds both medical card and private health insurance
(Base category = non-covered)

=0 otherwise 
=0 othenvise 
=0 otherwise

O ther non need variab les Income (log)
Location (outside Dublin)

log of net equivalised weekly household income 
=1 if resides outside Dublin =0 if resides in Dublin
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