
Funding health care:
The role of public and
private and the role of the
actuary

Alva ro  Ca s tro-G utié r re z a n d  G iova n n a  Fe r ra ra
Sw itz e rla nd

In te r na tion a l He a lth  Se m in a r
27 th  ICA, Ca n cun  200 2



Contents

1.  Or g a n iza tion  a n d  p r ovisio n  of h e a lth  ca re :
O utlo ok  of p r in cip le s  a n d  cur re n t issu e s

2.  Fin a n cin g  a n d  fu n d in g  o p tio n s

3.  Cu rre n t issue s in  h e a lth  ca r e  fin a n cin g

4.  Th e  role  of th e  a ctu a ry

5.  Actua r ia l e xp e r tise : two  e xa m p le s



1. Organization and provision of
health care: Principles and issues

•  Ma in  o b je ct ive s o f a  h e a lth  ca re

d e live ry sys te m : m a in ta in  o r  im p ro ve

th e  h e a lth  s ta tu s  of th e  p op u la t ion

•  Re sp on sib ilit ie s  fo r  p ro vid in g  h e a lth

ca r e : Sta te  a n d  p r iva te  in volve m e n t



1. Organization and provision of
health care: Principles and issues

Ce nt ra l p rob le m s:

•  Ho w to  p r ovid e  a d e q ua te  h e a lth  ca r e
to  a s  m a n y p e op le  a s  p oss ib le  a t a
r e a son a b le  co s t
•  Ho w to  k e e p  th e  fin a n cin g  of h e a lth
ca r e  with in  th e  ca p a city o f th e  n a tio n a l
e co n om y



1. Organization and provision of
health care: Principles and issues

O rg a n iza tio n  a n d  p rovis ion  of h e a lth  ca re  is
d e p e n d e n t on :

•  Pub lic in te r ve n tion s

•  Pe r so n a l h e a lth  se r vice s’ p re fe re n ce s
•  Ava ila b ility o f ch o ice  for  th e
in d ivid u a l



1. Organization and provision of
health care: Principles and issues

•  Alm o st  a ll OECD cou n tr ie s  h a ve
e xte n d e d  p ub lic h e a lth  sys te m s  to  th e
e n tire  p op ula tio n

•  Mor e  th a n  11 0  co un trie s h a ve
s ick n e ss a n d  m a te r n ity sch e m e s  for  th e
wo rk in g  p o p u la tion



2. Financing health services
and funding options

Pub lic h e a lth  se rvice s:

•  Fin a n ce d  b y g ove r n m e n ts

•  Pr ovid e d  th r ou g h  g ove r n m e n t-
m a n d a te d  sys te m s



2. Financing health services
and funding options

Acce ss  to  p e rson a l h e a lth  ca re  d e p e n d s  on
(m e ch a n ism s)
•  De g re e  o f g ove rn me n t fin a n cia l in volve m e n t
•  Socia l a nd  p riva te  so cia l in sura n ce  sch e me s
•  N G O’s
•  Fore ig n  d on o rs
•  Com mu nitie s

•  Fa m ilie s
•  In d ivid u a ls



2. Financing health services
and funding options

Ma in  m e ch a n isms  for  h e a lth  ca re  fin a n cin g

•  Ta xa t ion

•  In su ra n ce  (p r iva te  a n d  socia l)

•  N on - in sur a n ce  fun d in g  syste m s

= =  >  > Mo st coun tr ie s  use  a  com b in a tio n 
o f me ch a n isms



2. Financing health services
and funding options

Ta xa tion  in str um e n ts:

•  Dir e ct (e x. in com e  ta x  = >  for m a l
se ctor )

•  In d ir e ct (e x. VAT = >  con su m e rs)

•  Ea r m a r k e d  ta xe s

•  O th e r  g o ve r n m e n t  re ve n u e s



2. Financing health services
and funding options

In su ra n ce :

•  So cia l h e a lth  in su r a n ce

•  Pr iva te  h e a lth  in sur a n ce

•  Mixe d  So cia l/ Pr iva te

•  O th e r  fo rm s o f h e a lth  in su r a n ce



3. Current issues in health care
financing

Th e  fun d a m e n ta l iss ue s:

•  Wh o is to fin a n ce ?

•  How a re  p rovid e rs to b e  p a id ?

•  Wh a t b e n e fits a re  to  b e  fin a n ce d ?



3. Current issues in health care
financing

Wh o  is to  fin a n ce ?

•  Ta xp a ye rs?
•  Em p loye r s?
•  Pr iva te  in d ivid u a ls?

 = = > >  Va rying  imp o r ta nce  a n d  role s  of
p r iva te  in sura n ce s a re  con firme d  in  b oth  % of
p e r so n s in sure d  a n d  typ e  of org a n iza tion
(m a n d a tory o r  com p le m e n ta ry)



3. Current issues in health care
financing

Ho w a re  th e  p rovid e rs to  b e  p a id ?
Two g e n e ra l p r in cip le s :

•  Th e  h e a lth  m a rke t ca n n ot m a ximize  th e  to ta l utility
of th e  o ve ra ll r e so urce  a llo ca tion  in a n e con om y b u t
ca n  b e  r e m e d ie d  th roug h th e  m a rk e tiza tion  of th e
h e a lth  ca re  se ctor  via  m icroe con om ic in ce n tive sfor
p rovid e r s  a n d  p a tie n ts
•  Re g ula to ry co ntrols e n sure  th a t th e  r ig h t a m oun t o f
m e d ica l ca re  is is  co nsum e d  b y th e  r ig h t p e op le  (b y
lim itin g  th e  sup p ly th roug h  s tr ict lice n s in g
p roce d u re s)



3. Current issues in health care
financing

 = = > >  Th e  two issu e s a re  to  b e  p la ce d  in  the
con te xt of q u e stio ns  such  a s :

•  Are  cost- sa vin g s  to b e  e xp e cte d  from  fe e  for
se rvice  ca p ita tio n of fe e  p e r  ca se ?

•  Is  h osp ita l b u d g e tin g  mo re  e fficie n t th a n fe e  p e r
ca se ?
•  Are  p ro vid e r s to  b e  p a id  d ir e ctly b y b e n e ficia r ie s  or
th roug h  th ird  p a r tie s?

= >



3. Current issues in health care
financing

 = = > >  Th e  two issu e s a re  to  b e  p la ce d  in  the
con te xt of q u e stio ns  such  a s :

• Limita tion s to  fre e  ch oice  o f d octor s  a n d  h osp ita ls?

•  Ma n a g e d  Ca re  a n d  m a na g e d  com p e tition  ca n  le a d
to cost re d u ction s  with out loss  of q ua lity?

•  HMO  p a tie n ts  ca n  re g ula r ly b e n e fit from  me d ica l
a d va n ce s  a n d  n ot ju st to  b e  tre a te d  a ccord in g  to
s ta nd a rd  p ra ctice s?



3. Current issues in health care
financing

Wh a t b e n e fits a re  to  b e  fin a n ce d ?
Ba s ic q u e stio n : Th e  e xte n t of r e im b ursa b le  se rvice s

•  Th e  e xte n t o f r e imb u rse m e n t b y m a n d a tory a n d
com p le m e n ta ry sch e me s
•  Crite ria  for  th e  ch oice  o f tre a tme n t a cco rd in g  to  th e
lis t of b e n e fits
•  Cost tra n sfe rs  to  p a tie n ts b y wa y o f use r fe e s?
•  In cre a se s in  e xp e n d iture  to  a llow p o p ula tio n to
b e n e fit from  me d ica l p rog re ss?
•  Pre ve ntive  me a sure s  to  b e  fina n ce d  to  a void  lon g -
te rm cos ts?



4. The role of the actuary

Th e  m a in  q ue s tion  of p o licy ma k e rs: “Ho w m u ch ”?

•  How m uch  th e  e xisting  syste m  cos t?

•  Ag g re g a te  cost of in cre a sing  d octor s  fe e s b y x?

•  Sa vin g s b y in cre a s in g  co-p a yme n t b y y ?

•  Re d istr ib u tion  (b e twe e n  g o ve rn m e n t, e m p loye rs

a n d  e m p loye e s) of futu re  fina n cia l b urd e n  of

in trod u cin g  a  n a tion a l h e a lth  se rvice



4. The role of the actuary

Role  o f a ctua r ie s  a n d  h e a lth  e con om is ts
(a  b it of h is to ry)

Priva te  h e a lth  in su ra n ce  = >  a ctua r ie s

So cia l h e a lth  insura n ce  = >  a ctu a r ie s (ILO )

N a tion a l h e a lth  se rvice s  = >  h e a lth  e con om is ts

(WHO )

He a lth  re form = >  He a lth  e con om ists  (WB a n d  IMF)



4. The role of the actuary

Ma in  a re a s  of a ctu a r ia l in vo lve me n t in  he a lth  ca re

in clu d e :

•  In com e  p rote ction  in su ra n ce

•  Priva te  m e d ica l in sura n ce

•  Critica l illne ss cove r

•  Lon g - te rm ca re  in sura n ce

•  Und e rwr itin g  a n d  g e n e tics



5. Actuarial expertise: Two
examples

Fie ld  e xp e r ie n ce s:

•  Mor occo

•  Tun isia



5. Actuarial expertise: New
problems from the field

•  Dife re n t  (ve ry d iffe r e n t) re a litie s b e twe e n

in d u str ia lize d  a n d  d e ve lop in g  co un tr ie s for

th e  p r ovisio n  of h e a lth  ca re

•  Micro - in su ra n ce  p r og ra m m e s?

•  Sm a ll volu n ta ry sch e m e s



2. Financing health services
and funding options

N on  in su ra n ce  fu n d in g :

•  Use r  fe e s

•  Me d ica l sa vin g s a cco u n ts


