Culegere de lucrdri stiintifice ale
Conferintei Stiintific International "Competitivitate si Inovare in economia cunoasterii’, Editia a XXI-a
27-28 septembrie 2019, Chisindu e-ISBN 978-9975-75-968-7

UNDER- FUNDING OF THE HEALTH SECTOR AND ITS EFFECTS.
ROMANIA IN EUROPEAN CONTEXT

luliana- Claudia MIHALACHE
Alexandru loan Cuza University of lasi, Carol I Boulevard, no. 11, 700506 lasi, Romania
mihalacheclaudia? 2@yahoo.com

Abstract. The financing of health is a topic of general interest, from each of us, who contribute to the financing
of this sector, through the compulsory payment of health insurance, to the most developed states, which face difficulties
in financially supporting the care of the state population health. The effects of the under-funding of the health sector are
manifold. Political and economic instability contributed to a low percentage of GDP allocated to health, among the
lowest of the EU member states. When we talk about the under-funding of the health sector in Romania, we refer to the
percentage of GDP allocated to this sector comparing, from this point of view, the member states of the U.E. Under-
funding is not the only problem facing our country in this segment, but, together with the inefficient management of the
existing financial resources, represent the main difficulties of the Romanian healthcare system. The insufficient
financial resources for the health care of the population of Romania are reflected on the state of health, generating
effects with an impact on the national economy. The present study aims to analyze the main effects of the under-
financing of the health sector, respectively (1) Direct payments or "out of the patient's pocket", (2) The low number of
medical professionals, (3) Inequalities in the coverage of the population with the basic health services, (4) Inequalities
in accessing health services. The research methodology combines qualitative research, respectively the revision of the
specialized literature, with the quantitative one; the data needed for the quantitative research were collected from
official sources, respectively www.ec.europa.eu.
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INTRODUCTION

The financing of a health system refers to how the financial resources necessary for the
activity of the sector are collected, as well as to how these funds are distributed and then used. The
type of financing combined with the type of organization of the health system, determines the
categories of people who have access to health care, the cost of these care, the productive efficiency
and last but not least the quality of the services offered to the population. To finance any health
system, it is necessary to collect the financial resources from the population to be able to contact the
providers of medical services, to offer them later to the persons who have contributed. The main
objective of the systems is to distribute the costs of the medical services between the people with
diseases and the healthy persons, according to the resources of each one and according to the
resources available to the state. The total health care expenses should be approximately equal to the
population's contributions, given that not all persons contributing to the system need medical care.
However, health care costs have increased in recent years at rates that exceed income growth, this
difference is seen by many analysts and policymakers as a prominent problem for many nations.
The causes arise, on the one hand, from the unhealthy lifestyle of some people and, on the other
hand, from the lack of investment in prevention. The essential factor in this regard is represented by
the low incomes at the national level, which do not allow the improvement of the lifestyle of each
individual and also do not allow the investment in a quality health system and able to cover all the
demands in this regard.

The effects of the under-financing of the health sector are manifold. Political and economic
instability contributed to a low level of health financing, with Romania spending below a third of
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the EU average, among the lowest level among the Member States. Also, the share of GDP
dedicated to health is low and significantly below the EU average. However, public funding is the
main source of income in the health field, and "out-of-pocket payments" or direct payments are the
second sources of funding.

LITERATURE REVIEW

The financing of the health sector, respectively its efficiency, has proved to be an important
topic since the 1970s when numerous researches began to emphasize the need for financial support
for the health of the population. Among the authors who have studied the concept, as well as the
importance of financing health services, from 1970 to 1990, are Kleiman (1974), Newhouse (1977,
1987), Culyer and Jonsson (1986), Donaldson and Dunlop (1986), Parkin et al. (1987), Culyer
(1989), Milne and Molana (1991), Getzen and Poullier (1991), Gerdtham and Jonsson (1991),
Hitiris and Posnett (1992), who demonstrated the existence of a positive correlation between the
efficiency of public spending and health and population health, in most OECD countries; thus, an
increased financing of this sector and the increase of its efficiency support the general health of the
population. More recent research has also focused on assessing the importance of the correlation
between the volume of public spending with health, the health of the population and the growth of
GDP, respectively Murthy and Ukpolo (1994), Hansen and King (1996), Di Matteo and Di Matteo
(1998), Di Matteo (2005), Gruen and Howarth (2005).

RESEARCH METHODOLOGY

The research methodology combines qualitative research with quantitative research; with the
help of qualitative research, the specialized literature was revised, respectively the journals and
books relevant to the field of interest of the present research. The quantitative research method was
used to collect the data necessary for the analysis, respectively the percentage of direct payments to
health services, the number of medical professionals existing in Romania, compared to the EU
average, the evolution of the number of medical professionals in Romania, the degree of coverage
of the population with health services. base, the percentage of people who did not visit a specialist
doctor in 2017; the data needed for the quantitative analysis were collected from official sources,
respectively www.ec.europa.eu, www.insse.ro, www.who.int.

DIRECT PAYMENTS OR "OUT OF THE PATIENT'S POCKET"

The "out of pocket" expenses represent a significant part of the total healthcare expenses and
include direct payments and unofficial payments. Direct payments mean payments to private
healthcare units or co-payment, existing in the health service system in Romania. Unofficial
payments are considered to be widespread and substantial, but still difficult to estimate, preventing
reliable calculations for evaluating the actual weight of private health spending. People with low
incomes are the ones who pay the most for these services, in relation to their earnings. Cost
accessibility is, according to numerous studies (Falkingham, 2004; Hotchkiss et al., 2005, Yelin,
2008; Corrieri et al., 2010; Hajizadeh and Nghiem, 2011; Poulsen, 2014), the main reason for
accessing reduced healthcare services.
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Fig. 1: Percentage of direct payments to health services
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Compared to the EU average, in Romania, direct payments to healthcare providers are
increasing and constantly increasing. For 2017, the difference between Romania and the EU
average is 8.9 percentage points (Figure no. 1), a significant and marked difference with the passage
of years. If for the U.E. the difference in this regard between 2016 and 2017 is 0.3 percent, for
Romania the difference means 0.9 percent, a significant increase.

LOW NUMBER OF HEALTHCARE PROFESSIONALS

Human resources generally decide to migrate temporarily or permanently to more
economically developed countries, where they have the opportunity to evolve professionally in a
developed environment and receive a salary remuneration as expected. Also, the migration takes
place on the territory of the country, from the rural to the urban environment, a phenomenon that
has grown in Romania, the rural environment facing an acute lack of medical staff. The
phenomenon of migration has grown and is impossible to stop, but with the support of the
authorities, there would be the possibility of diminishing it. Health workers directly improve the
quality of life of the population, which can contribute to the economic prosperity of a country. The
essential aspect that affects the countries in the crisis of medical professionals is that the health
workers are different from the other skilled workers in that they keep people alive and ensure the
well-being of communities and nations. The national economy, by sub-financing this sector, has a
decisive role in the decision of human resources to leave the national system of health services. The
human resources in the health services system are the key element in the development of a
prosperous and balanced society, and the professional training and the maintenance of the medical
professionals in this sector has direct effects on each member of the community.
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Fig. 2: The number of healthcare professionals in Romania, compared to the EU average, 2016
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The number of doctors and nurses is relatively low compared to the EU averages: 2.8 doctors
per 1000 inhabitants, compared to 3.5 in the US, and 6.4 nurses per 1000 inhabitants compared to
8.4 in the EU. (Figure no. 2). This is despite the steadily increasing number of medical school
graduates and efforts to increase the number of medical graduates after the decline from 2010 to
2013. Two factors contributing to these low numbers, compared to needs population in Romania:
high rates of health workers who have migrated in the last decade (and, in particular, after joining
the EU in 2007) and the different level of remuneration in the public sector compared to the private
sector. Based on the fact that an increasing number of medical professionals choose to practice in
other countries, one of the most heated debates in the public space in Romania concerns the
shortage of medical staff in hospitals. However, their number is still low compared to other EU
member states. and with the needs of the population of our country.

Fig. 3: The evolution of the number of medical professionals in Romania
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The number of doctors, dentists, and pharmacists in Romania has increased from 2000 to the
present (Figure no. 3). It should be noted that this growth was not uniform across the developing
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regions of the country, which accentuated the gap between developed and least developed regions,
as well as between urban and rural areas, faithfully reflecting existing economic inequalities. For
example, in 2000 there was a difference of 1,923 doctors between the North-West and South-
Muntenia regions (5,882 doctors in the North-West region, compared to 3,959 doctors in the South-
Muntenia region). In recent years, the difference has increased significantly in favor of the North-
West region, reaching 2016 in 3,079 doctors (7,769 doctors in the North-West region compared to
4,690 doctors in the South-Muntenia region). Regarding the number of doctors, at national level, it
increased from 45,786 doctors in 2000 to 57,304 in 2016; also, the number of dental doctors
registered an increase with 8,135, in the year 2000 in the Romanian health system activating a no.
of 8,307 dentists, compared to 16,442 in 2016; the number of pharmacists also increased by 9,991
between 2000 and 2016.

INEQUALITIES IN POPULATION COVERAGE WITH BASIC HEALTH
SERVICES

The basic health services mean the package of medical services provided in the specialized
ambulatory medical care for the clinical specialties, respectively the medical care that the insured
population with the social health insurance can benefit. The package of basic health services is
established according to the existing health policies at European Union level, the existing national
and global disease index (for example, the increasing number of people suffering from type II
diabetes determines the financing prevention programs, medication, and free specialist
consultations), as well as according to the needs of the population. The public health system needs
to cover as much as possible the coverage of the population with basic health services, this aspect
leading to maintaining a balanced state of health, to keeping the diseases under control, and to the
prevention, which is more less expensive compared to treatment. Health services that are not part of
the services considered to be basic, will be purchased through direct payment, co-payment or
private health insurance.

Fig. 4: The degree of coverage of the population with basic health services, expressed as a percentage
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The degree of coverage of the population with basic health services ranks Romania in the last
places (Figure no. 4), with 89% in 2017, followed by Bulgaria, with 88.2%, and Cyprus, with a
percentage of 83%. The analysis shows that developed countries have the power to cover 100% of
the population with basic health services. This is important, given that it can lead to improved
population access to health care and thus to a reduction in the national disease index.

INEQUALITIES IN ACCESSING HEALTH SERVICES

In the European context, regarding the living conditions of the population, our country
occupies the last places, signifying inadequate living conditions and, especially in rural areas, as
well as difficulties in accessing public institutions in these areas. According to the European
Commission (2017), in Romania, there is a big problem related to access to health services,
especially for the poor, which is about 20% of the population. This gap is particularly high in the
treatment of chronic diseases because 42% of poor people, who say they have a chronic disease, do
not access the health system, compared with 17% of people with a good financial situation. The
analysis, which assumes that the need for care for people with corneal diseases is similar among the
wealthy and the poor in the population, estimates that an alarming 85% of the poor who need health
care do not benefit from it. (European Commission, 2017, pp. 10-15). The real gap is even greater
because most poor people with chronic illnesses do not realize the need for medical care. The
existence of inequality in accessing this system is universal and inevitable, but it can be reduced by
involving decision-makers in this regard. Inequalities amplify the tendency towards poverty, as
well-being has a direct impact on education, health and the social environment, which is often the
result of their attainment. In Romanian society, economic resources are the main cause of inequality
in accessing health services; economic prosperity influences lifestyle, health, longevity, emotional
well-being and generates different social stratifications. Access to health care is important for
everyone, especially vulnerable groups, who face difficulties in this regard.

Fig. 5: Percentage of people who did not visit a specialist doctor in 2017
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The percentage of people who did not visit a specialist doctor in 2017 is high. The reason why
these sectors of the medical system were not accessed was not the lack of necessity but, most often, the
lack of possibilities. It is known that people require routine dental consultation every 6 months, and the
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fact that 81.7% of the population of Romania did not access this type of consultation (Figure no. 5), is
certainly due to the lack of financial resources. Romania is in the first place in the reduced access of the
specialty of general surgery, in the second place as regards the lack of access to the dental offices and in
the third-place regarding the non-access of general medical practice. The reasons why the population of
Romania does not access the general health services frequently are represented by the lack of financial
resources, on the one hand, and, on the other hand, by the lack of sanitary units and medical staff in the
rural area, which makes difficult access to the health care system.

CONCLUSIONS

The factors that determine the underfunding of health services are the ones that lead to the
over-demand of these services. Thus, the precarious state of the economy that determines a low
percentage of the GDP allocated to the health sector will perpetuate, due to the fact that the health
status of the population, together with the labor force, will be diminished; at the same time, the need
for free and/or compensated medicines will increase, as well as the cases of retirement due to health
reasons. The costs of these services have increased due to the inability of the state to finance the
volume of requests of the population, which means that the health status of the population has
decreased while the capacity of the state to finance this system has decreased and at the same time
with the increase of the price of the health services.

For the right to health care to materialize in equity, quality and accessibility, the choice of the
financing system, as well as the reimbursement and payment mechanisms bring important
determinants, such as (1) the collection of financial resources, (2) the management with
transparency and efficiency of the available resources, (3) establishing the population's health as a
priority, (4) developing prevention programs for certain diseases, etc. Thus, financial mechanisms
are required to promote cost-effective healthcare. It is necessary that the financing of the health
system be effective through the capacity of managing the existing funds, so as to ensure the
coverage of the requests of the patients, the increase of the safety and the quality of the care
process, the acquisition of progressive technologies, the diminution of the existing disparities in
accessing these services.
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