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This paper looks at the Irish Heal thcare system, first by 

examining the structure of the system and then moving on to an 

analysis of trends in health expenditure both domestically and 

on a comparative basis with other developed economies. Discussion 

then centres on the notion of what it is t hat a health care 

system is trying to achieve, how best this may be financed and 

of the i ssues which are becoming ever more important for Ireland. 

Section 1 describes the structure of the Irish Healthcare system, 

looking at the Hospital sector, public and private1 and also 

considers the GP system in some detail. 

Section 2 looks at trends in health expenditure ~n Ireland from 

1960 to the present l and compares health expenditure in Ireland 

with that i n other developed economies. 

In Section 3, we describe the way in which the health services 

in Ireland are financed, comments on the realtive strengths and 

weaknesses o f various aspects of this financing and examines some 

alternative approaches to the current system. 

Section 4 centres on a discussion of the criteria on which the 

performance of sectors in general are assessed and points out 

that the healthcare sector is not like other sectors - output and 

employment are not the only relevant criteria. The e x tent to 

which the healthcare needs of the society ae satisfied must also 

be addressed. 

In Section 5, the issues which are becoming ever more important 

for health policy are identified and discussed - we have an 

ageing population which will require increased resources directed 

towards care of this group, the necessity for comprehensive 

health education is undeniable, heart disease and cancer continue 

to cause large numbers of fatalities annually and not just in 

Ireland, HIV/AIDS must be contained. These are but a selection 

of the long term issues which must be addressed. 

Finally, there 15 a brief section . . summarl.Sl.ng the broad 

conclusions of our research. 

1 Due to lack of published detailed data on the private 
hospital sector, any analysis of this sector 1S necessarily 
incomplete and warrant s further analysis. 
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INTRODUCTION 

SECTION 1. STRUCTURE OF THE IRISH HEALTHCARE SYSTEM 

The Irish Hospital System 

The Irish hospital system is made up of a mix of public and 

private owned and funded hospitals. The public hospital system 

comprises two distinct sub- groups , Health Board hospitals and 

Public Voluntary hospitals, differentiated p rimarily by the 

degree of State funding attributable to each, while the private 

hospital sector receives no State funding. 

Table 1 provides a snapshot view of the number of haspi tals, 

public and private. 

Table 1. Number of Hospitals in Ireland, 1977 and 1991. 

Health Board Hospitals 

Voluntary Public Hospitals 

Total Publicly funded Hospitals 

Private Hospitals 

Total 

Source: Health Statistics, 1980, 1991. 

1977 

97 

47 

144 

16 

160 

No. of hospitals 

1991 

77 

27 

104 

20 

124 

Health Board hospitals , as their title indicates, are managed 

by the country's regional Health Boards , established in 1970 by 

the Department of Health. There are 8 Health Boar ds and each 

receives an annual budget from the Department of Health, from 

which all health board services are funded. Within the Health 

Board services, any hospital's allocation ~s at the discretion 

of the relevant regional health board. The map below identifies 

each of the Health Board regions in the Republic of Ireland, 

showing the number of Health board hospitals and Health Board 

employment in each reg ion. 
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There are several types of Health Board hospital. These are 

regional, county and district haspi tals. There is one fever 

hospital still in existence, and three additional Health Board 

hospitals special i se in orthopaedics. In all there are 77 Health 

Board hospitals i n existence. 

The second group of public hospitals is termed public voluntary 

hospitals. These hospitals, of whi ch these are 27 in existence, 

have traditionally been owned and operated by religious orders. 

However, dwindling numbers of religious have in some c ases led 

to the incorporation of hospitals by charter or statute, working 

under Boards often selected by the Minister for Health. Public 

Voluntary Hospitals receive annual funding directly from the 

Department of Health. This finance accounts for most of the 

hospitals' funding. 

There are three ma1n types of Public Voluntary hospital- general 

teaching hospitals, non-teaching hospitals and what are termed 

special hospitals. 

Thus, 1n any Health Board region, Health Board Hospitals and 

Public Voluntary hospital s coexist under different administrative 

structures. Each publicly funded hospital has an "offic ially 

designated role " determined by the Department of Health and 

Comhairle na nOispideal. Comhairle also determines hospital 's 

consultant staffing requirements in Health Board hospitals. 

The private hospital sector consists of 20 hospitals owned and 

managed privately, either on a non- profit or profit basis. These 

hospitals receive no direct State funding. 12 of these hospitals 

are owned by religious orders. 

Number of Hospital Beds. 

The distribution of hospital beds by type of hospital 1S glven 

in Table 2. 
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Table 2 - Distribution of hospital beds between the public and 
private sectors. 

Health Board Hospitals 

Public Voluntary 
Hospitals 

Total Publicly Funded 
Acute Hospitals 

Private Hospitals 

Total 

No. of hospital beds 

1977 

9,044 

8,332 

17,376 

1,502 

18,878 

1991 

8,138 

5,668 

13,806 

2,828 

16,634 

Source: Health Statistics 1980, 1991 . 

The number of beds in public hospitals has declined by a fifth 

while the number of beds in private hospitals almost doubled over 

the period from 1977 to 1991. Most of the decline in public 

hospital beds occurred between 1986 and 1988, when the bed 

complement fell from 16,876 to 13,632. This was primarily due to 

the closure of county and district haspi tals as a result of 

rationalisation and expenditure cutbacks associated with the 

fiscal crisis. There has been a gradual increase in the number 

of public hospital beds in recent years. 

The number of private hospital beds almost doubled over the 

fourteen year period. A significant part of this increase has 

taken place since 1986. Undoubtedly this reflected the reduction 

in availability of beds in the publicly funded hospitals. 

As a consequence of these shifts, private hospital beds now 

account for 17 per cent of total beds, compared with 8 per cent 

in 1977. 

n, = 
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Labour Input 1n the Public Hospital System 

Table 3 shows total employment from 1988 to 1992 in public 
health. 

TABLE 3. PUBLIC HEALTH EMPLOYMENT 

Health Boards 

Voluntary 

Total 

1988 

36.2 

19.1 

55.3 

1889 

37 . 0 

20 . 3 

57 . 3 

1990 

38.0 

20.7 

58.7 

1991 

38.6 

20.9 

59.5 

1992 

39.0 

21.4 

60.5 

This is a new series published by the Central Statistics Office. 

There are no comparable data for earlier periods. Using different 

defini tions , it i s clear that there was a very big drop l.n 

employment between 1987 and 1988 as a result of the cutbacks in 

public expenditure associated with the fiscal recovery programme. 

By 1988, employment was 7,000 below the peak 1982 level. However, 

since 1988 there has been a gradual increase in numbers employed 

in the public health services . Unfortunately no data are 

available on private sector employment but clearly with the 

expansion in the numher of hospi tals and hospital beds in the 

private sector during this period l total employment in the 

hospital health sector did not decline as dramatically as 

indicated above. 

These numbers only measure gross labour inputs into the health 

sector. It is useful t o examine the functional composition of 

those involved. Table 4 provides information by Health Board 

region for 1990 while Table 5 provides summary data for 1981. 
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TABLE 4. 
SERVICES, 

WHOLETIME 
1990 

EQUIVALENT NUMBERS IN THE PUBLIC HEALTH 

Health Mgt/ Med/ Nurs- Para- Support l-lainte Ttl 
Boards Admin Dental mg med Svces nance 

Eastern 1,090 459 2,849 564 2,577 272 7,810 

r-:idland 281 157 1,140 177 995 80 2,83 0 

Nid-Western 464 238 1,670 224 907 162 3,665 

Nth-Eastern 302 160 1, 21 0 142 1,196 65 3,075 

Nth western 511 190 1,492 255 1,289 113 3,849 

5th Eastern .72 287 2,144 211 1,327 112 4,553 

Southern 725 457 2,818 377 1,709 229 6,314 

\o.'estern 573 380 2,513 345 1,917 ' 9' . , 5,923 

Ttl 4,418 2,328 13,835 2,294 11,917 1,227 38, 019 

Voluntary 2,957 1,705 8,979 1 ,994 5,683 513 21,831 

Public 7,375 4,033 2.,814 4, 288 17,600 1,740 59,850 

Source: Health Statistics 1991 

TABLE 5. NUMBERS EMPLOYED BY HEALTH BOARDS AND PUBLIC VOLUNTARY 
HOSPITALS, 1981. 

Clerical Med/ Nurs ing Paramed Support Nainte Total 
Dental svces -nance 

Number 5891 4436 30433 3152 11781 2337 58030 

In 1990, management staff account for 12.5% of t otal employment 

1n the public health services , medical staff for 55.4% and 

support services (cat ering, cleaning, maintenance etc.) for the 

remaining 32.1%. In 1981, the comparable figure for management 

was 10.2 per cent whil e medical staff accounted for 65 per cent. 

There may be some problems of comparability in the classification 

of the support services. 

The table clearly indicates differences in the distribution of 

staff between regions. There could be several reasons for this: 

I 
I 
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o the regions are of different S1zes and consequently 

S1nce there 15 a minimum necessary scale for 

operation, s ma ll regions may not be real i sing any 

economies of scale . 

o the extent to which separate functions could overlap 

within regions e. g . in some regions nursing staff may 

be carrying out functions that are the province of 

support services in other regions . 

o the hospital ffi1X between regions, where some regions 

do not have very large hospitals. 

There are differences also between health board and public 

voluntary hospitals. While there are large differences between 

regions in the number of health board employees per thousand of 

population (Table 6), this could easily be compensated for by the 

existence of voluntary hospitals and private hospitals for which 

no detailed data by region are published. 

These statistical differences are interesting in their own right 

but provide no guide to relative efficiencies since the hospital 

system has to be taken as a whole. The critical issue is the 

delivery of services about which little or no data is published. 
• 
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TABLE 6 . 
POPULATION 

NUMBER OF PUBLIC HEALTH SERVICE WORKERS PER (000) 
(Health Board data). 

Region no per 
(000) pop 

Eastern 6.3 

Midland 13.9 

Mid- Weste rn 11.8 

North Eas tern 12.3 

North Western 18.5 

South Eastern 11.9 

Southern 11.9 

Western 17.3 

National 1 0 .8 

The Irish hos pital system therefo re : 

o has 124 hospitals, of which 20 are private; 

o of the publicly funded hospitals, 77 are administered 

by Health Boards organised on a regional basis. The 

remainder, public voluntary hospitals, receive annual 

funding from the Department of Health. 

o There are now about 17 I 000 haspi t a l beds ~n the 

country, of which 3, 000 or 17% are ~n private 

hospitals. 

o The total nnmbers o f those empl oyed 1n public 

hospitals and health boards is about 60,000. 

o In the public system there was a major cutback in the 

l a te 1980 ' s but there has been a gradual recovery 

since then. 

o In the Health Board system management staff account 

I 

, m= 
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for one eighth of total staffing, while medical staff 

constitute just over 50%. 

General Practitioner Services . 

The General Practitioner service is a mixture of public and 

private. The General Medical Services (GMS) Scheme is the public 

scheme which covers about 1.25 million people, just over one third 

of the total population. This scheme effectively provides those 

eligible with free GP services. The GMS scheme provides a wealth 

of information on its operation. A summary table of its 

activities is shown in Tables 6A and 6B . 

TABLE 6A. SUMMARY OF STATISTICAL INFORMATION RELATING TO THE 

G.M.S. SCHE:ME. 1988 - 1992. 

Year ended 1992 1991 1990 1989 1988 
December 

Nos covered by 1.26 1.24 1. 22 1. 26 1.32 
Medical Cards 
@ 31/12 (mn) 

Doctor cost 56.20 46 .38 43.86 40.02 33.19 
per eligible 
person ( £ l 

Cost per Form 15.93 15 .07 15 . 02 14.15 12.37 
(£ ) 

Cost per Item 7.72 7.35 7 .32 7.06 6.31 
( £ ) 

Ingredient 6.05 5.68 5. 72 5.50 4 .8 2 
Cos t per Item 
( £ ) 

Items per Form 2.06 2.06 2 . 05 2. 00 1. 96 

Cost of 107.34 97 .78 92 .2 4 83.32 69 .01 
Medicine per 
Eligible 
Person ( £ l 

Overall Cost 163.54 144.16 136 .1 0 123.34 102.20 
pe r Eligi ble 
Person ( £ l 
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TABLE 6B. SUMMARY OF STATISTICAL INFORMATION RELATING TO THE 

G.M.S. SCHEME. 1988 - 1992. 

Year ended 
December 

Doctors: 

Total Cost ( £ ) 

Pharmacies : 

No. of Forms 

No. of Items 

Tt! Cost of 
Prescriptions ( £ ) 

Ingredient Cost 
( £ ) 

Dispensing Fee 
( £ ) 

V.A.T. (f) 

Ttl Cost of Stock 
Orders (£) 

1992 

(OOO) 

70,589 

8,016 

16,534 

127,662 

100,0 78 

24,494 

3 , 090 

7,1 76 

Ingredient Cost 5,528 
( £ ) 

Pharmacy Fees (£) 1,382 

V.A.T. ( f ) 266 

Ttl Cost of 134,838 
Kedicines ( f ) 

1991 

(OOO) 

57, 078 

7,546 

15,478 

113 ,730 

87,930 

23,104 

2,696 

6,621 

5,096 

1,274 

251 

120 , 350 

1990 

(OOO) 

54,151 

7,136 

14,636 

107,208 

83,765 

20.719 

2,724 

6 ,651 

5,096 

1 ,27 4 

281 

113,859 

1989 

(OOO) 

51 ,58 0 

7,132 

14 ,282 

100,885 

78,557 

19,708 

2, 620 

6,499 

4,978 

1,245 

276 

107,384 

Source: GMS ( Payments) Board, 1992 Annual Report. 

1988 

(OOO) 

44,601 

7,055 

13,818 

87,245 

66,602 

18, 462 

2,181 

5,486 

4,188 

1,047 

251 

92,731 

In 1992, the total cost of t he GMS was just over £200 million, 

of whi ch £70 mill ion was payments to doctors and £135 million was 

payments in relation to pharmacies. About 75 per cent of all the 

GPs in the country participate in the GMS scheme though for the 

bulk of these, receipts under the GMS will not be thei r only 

source of income. They will also have private patients. The GMS 

scheme involves payment by capitation since 1990 rather than on 

a fee per item basis. This is designed to reduce the possibility 

of over-prescription. The private GP system is diffus e, and there 

is little information published along the lines of the GMS 

system. However, it is clear that p rivate expenditure on GP 
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services and associated drugs must be about £300- £400 million. 

Other Services 

Hospital and public GP serv~ces account for about 60 per cent of 

all State current expenditure in relation to health, and there 

are a ser1es of other programmes that impact directly and 

indirectly on the health and healthcare of the population . Some 

are alternatives to hospitalisation, e.g.home nursing services, 

while others are related to care of the handicapped. These 

programmes are an important part of the overall health system. 

Table 7 provides information in detail on all state current 

expenditure by programme. 
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TABLE 7. ESTIMATED NON- CAPITAL HEALTH EXPENDITURE 1992 

CATEGORISED BY PROGRAMME AND SERVICE. 

Programme and Service 

I.Community Protection 

1.lPrevention of 
Infecti ous disease 

1. 2Child Health 
Exami nat ions 

1.3Food Hygiene & 
Standards 

1.4Dr ugs Advisory Svce 

1.5 Health Promotion 

I.60t her Preventive 
Svces 

Programme ttl 

2. Community Health 
Services Programme 

2.1 GP Service 

2.2 Subsidy f or Drugs 
purchased by those 
ineligible under 2.1 
incl hardship cases 

2.3Refund Drugs Cost 
for longterm illnesses 

2.4 Home Nursing Svces 

2.5 Domiciliary 
Nater nity Services 

2.6 Family Planni ng 

2.7 Dental Services 

2.8 Ophthalmic 
Services 

2.9 Aural Services 

Programme ttl 

1992 * Programme and Service 

(fOO O) 3.Community Welfare Prog 

13,525 3.1 Cash Payments / Grants 
for Disabled Persons 

8,15 9 3.2 Mobili ty al lowance f or 
Handicapped Persons 

4 ,7 43 3.3 Cash Payments to those 
with certain infectious 
diseases 

1,414 3.4 Maternity Cash Grants 

1,168 3.5 Domiciliary Care 
Allowances for handicapped 
children 

3,002 3.6 Cash Payments t o Bl i nd 
Persons 

32,011 3.7 Home Help Servi ces 

3.8 Kea l s-on-\.beels 

1992 * 
( fOOO ) 

81,950 

496 

695 

32 

7,025 

1 ,366 

10,064 

1,804 

207,931 3.9 Grants to Volunta r y 25,832 
we lfare Agencies 

25,036 3.10 Supply of Milk to 997 
Expectant /nursing 
mothers / children <5 covered 
by Kedica1 Cards 

14,516 3.11 Pre-schoo1 support 688 
services 

28,609 3.12 Boar ding Out- Children 4,265 

2 ,237 3.13 Payments for children 11, 524 
in residential homes 

170 3.14 Vielfare Homes for Aged 10,604 

19,111 3.15 Adoption Services 698 

4 ,749 Programme tt I 157,590 

1,026 4. Psychiatric Programme 

303,385 4.1 Service for Diagnosis, 
care, prevention of 
psychiatric illness 

197,253 
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TABLE 7 contd. ESTI MATED NON-CAPITAL HEALTH EXPENDITURE 1992 

CATEGORISED BY PROGRAMME AND SERVICE. 

Programme and Service 

5.Programme for the 
Handicapped 

5.1Care in special 
homes for mentally 
handicapped 

5.2Care of mentally 
handicapped persons in 
psychiatric hospitals 

5.3Care in day centres 
for mentally 
handicapped 

5.4Assess/Care of blind 

5.5Assess/Care of Deaf 

5.6Assess/Care of 
persons o/1,,'ise 
handicapped 

5.7 Rehabilitation 

Programme Ttl 

6.General Hosp Prog 

6.1 Svces in Regional 
Hospi tals 

6.2 Svces in Public 
Voluntary Hospi tals 

6.3 Svces in HE County 
Hospitals 

6.4 Contribution to 
patients in private 
hospitals 

1992 * 

119,210 

26,033 

12,763 

2,131 

658 

16,756 

4,242 

181 ,793 

248,446 

408,439 

182,219 

17,699 

Programme & Service 

6.5 Svces-District 
Hospitals 

6 .6 Svces in HE 10ng
stay hospitals 

6.7 Ambulance Services 

Programme rtl 

7. General Support 
Programme 

7.1 Central 
Administration 

7.2 Local 
Administration (Health 
boards ) 

7.3 Research 

7.4 Superannuation 

7.5 Finance Charges 

Programme ttl 

1992 * 
34,565 

80, 411 

22,042 

993,821 

16,856 

42,116 

1,700 

21 , 143 

8,615 

90,430 

GROSS NON- CAPITAL TOTAL 1,956,283 
- ALL PROGRA}W,ES 
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SECTION 2. TRENDS IN HEALTH EXPENDITURE 

Ireland 

From a situation in 1960 when public expenditure on health in 

Ireland was less than 3 % of GNP, public expenditure rose to over 

8 % of GNP by 1980 and is now between 6.5 and 7% of GNP. 

Significant expansion took place in the period from 1970 to 1975 

when expenditure rose in real terms at an annual rate of 11.5 %. 
There was a s!owdown in the growth of public expenditure on 

health in the mid 1970's, f ollowing the first oil-related 

recession and the budget imbalances associated with it. 

Thereafter in the three years 1978, 1979 and 1980 expenditure 

increased again at an annual rate of just under 15 % with the 

increase in 1980 alone of about 20 % in real terms. By 1980, 

public expenditure on health had increased by 175 % in real terms 

on the 1970 level. 

Private expenditure ~n the same period remained virtually 

unchanged. Total expenditure on health, both public and private 

had increased by 125 % ~n real terms. This represents an 

extraordinary expansion in expenditure on health. 

In the period since 1980, health expenditure was affected by the 

budgetary crisis. Expenditure declined consistently throughout 

the 1980 ' s. In spite of this, by 1989 expenditure was still ahead 

of the level which had prevailed in 1979. 

Throughout this whol e period, there tended to be substitution 

between public and private expenditure on health. For instance, 

between 1 9 70 and 1975 private expenditure dec lined as public 

expenditure increased. Throughout the 1980's this trend was 

reversed - as public expenditure was reduced, private expenditure 

grew. 

With the easing of the budgetary crisis following the 1987 and 

1988 public expenditure cuts and the recovery in the economy, 

public expenditure on health increased significantly once again 
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in real terms - by between 8 and 9 per cent per annum since 

1989. 

The period S1nce 1970 has been characterised by an extraordinary 

growth in public expenditure on health in the first part of the 

period, reductions in expenditure thereafter but still remaining 

at very high levels, and in recent years further growth in 

expenditure. Interruptions in increasing expenditure have been 

closely related to budgetary considerations, but the trend has 

been unambiguously strongly upwards . 

Thus it can be s een that: 

o in Ireland, health expenditure increased rapidly 

during the 1970 's. 

o In the 1980's, health expenditure was cut back 

dramatically , recovering towards the end of the decade 

and on to the present. 

o Health expenditure in Ireland is heavily influenced by 

Government budgetary considerations 

The experience in Ireland mirrors that of health care systems 

across the world. This experience is far from being a 

particularly Irish problem, although its incidence in Ireland is 

acute. This reflects the fact that Irish spending on health 

relative to GNP has been substantially above the OECD average 

given the level o f average income. The critical element in this 

last statement is "given the level of income ". 

If one looks at crude shares of GNP, I rish expenditure in 

relation to health appears to be very similar to that of other 

developed economies. However, expenditure on health across 

countries has been shown to be related to income per head and 

when allowance is made for much lower income per head in Ireland , 

Irish expenditure on health as a share of GNP is very much higher 
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than in other developed econornles. 

This is an important point and arises not just in relation to 

health but to other aspects of economic life. For example, it 15 

often noted that tax revenue in Ireland is not a particularly 

high proportion of GNP compared with other richer countries and 

the conclusion is then drawn that taxation in Ireland is not a 

disincentive. This however is utterly meaningless, as the correct 

comparison would involve estimating what tax revenue would be 

relative to GNP if incomes in Ireland were the same as in other 

developed countries, given our tax structure. 

Given this caveat that income levels matter , we are saying that 

expenditure on health in Ireland is relatively high and it is 

this phenomenon that needs to be explained. People tend to rely 

on international comparisons of expenditure or levels of 

treatment in looking at health care services while strictly these 

do not provide a basis for decision making becau se we should be 

comparing the benefits with the costs. In the case of Ireland, 

the National Health Service in the UK was seen for a long time 

as providing an ideal form of health cover and people sought to 

make the Irish health ser vices comparable even though incomes per 

head were very much lower ln Ireland than in Britain. This 

demonstration effect is clearly important in the development of 

the health service in the 1960's and 1970's. Anecdotal evidence 

suggests that delivery in the Irish health care system is now 

better than in the NHS. This latter point suggests that other 

factors are important in determining health shares. 

o In fact it not just income per head that is important, but 

the reaction of the system to technological change where a 

system that is responsive to technological change can 

experience ever- increasing expenditures as new technologies 

become available. It lS often remarked that the 

fragmentation 1n the Health Board system and the co

existence of private hospitals results in multiple 

proviSion of new technologies even though none are fully 
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utilised. 

o Arrangements for finance, where the bulk of finance comes 

via State funds or health insurance. Thus the individual 

does not face a budget constra int when it comes to health 

services and this creates an upward bias in health 

expenditure . 

o Lack of information on behalf of the consumer and an 

incentive on behalf of the supplier to sell more services 

to maximise his income. This arises more in private 

healthcare systems than in public healthcare systems since 

State agencies can acqu~re information which it can use to 

contain costs. 

None of these factors - income per head, demonstration effects, 

technological change, financing arrangements and information and 

incentive structures - on its own can plausibly be assigned the 

responsibility for the growth in health spending. Taken together, 

however, and especially when interaction effects between them are 

taken into account, they offer a credible explanation of the 

trend in health spending in the DEeD as a whole, and can by 

extension be used as a model for the growth of Irish health 

spending. It would be easy to explain the high proportion 

relative to GNP given the levels o f income per head i n terms of 

these factors. 

Of course, the crude figures for health expenditure do not tell 

us much about major structural change s within the health sector. 

For instance, the decline in the number of births from 74,000 in 

1980 to 52,000 in 1992 released resources that were used 

elsewhere. The maj or savl.ngs have been made already as population 

projections do not indicate a significant decline in numbers. 

International 

Bearing all of this ~n mind, table 8 shows the trend in the GNP 
, 
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share of health expenditure in a range of countries 

TABLE 8 HEALTH EXPENDITURE AS A % OF GNP. 

Country 1960 1970 1980 1985 1990 

Belgium 3.3 4.0 6 . 6 7.4 7 . 6 

Canada 5.5 7.1 7 .3 8.5 9.4 

Denmark 3.7 6.0 6.8 6.3 6.3 

France 4.3 5.9 7 .6 8.5 8 . 8 

Germany 4 . 8 5.9 8.4 8.6 8.3 

Greece 2.9 4.0 4.3 4.9 5 . 3 • 

Ireland 4.0 5.6 9 . 2 8 . 2 6.7 

Italy 2.4 6.0 6 . 9 7.0 8.1 

Luxembourg n/a 4.2 6 . 8 6 . 8 6 . 9 • 

Netherlands 4.1 6.3 7 .9 7.8 8 . 0 

Portugal n/a 3.2 5.9 7 . 0 6 . 7 

Spain 1.5 3.8 5.6 5.7 6.3 • 

UK 4.0 4.6 5.8 6.0 6.2 

USA 5.4 7.6 9.2 10.5 12.2 
a: 1989 
Source: OECD 

During the 1960's and 1970's, health expenditure as a % of GNP 

increased in the developed economies. Since 1980, with some 

exceptions, the share has increased, but at a slower rate. Health 

expenditure now accounts for a significant proportion of GNP in 

most developed economies. 

As noted earlier, the share is a function of GNP per head and it 

is no surprise to find that the US share is consistently the 

largest, with one exception. In 1980 the Irish share, at 9.2%, 

equalled that of the US. As we indicated earlier, 1980 was the 

year of fastest growth in expenditure in Ireland, coming at the 

end of a three year period of extraordinary growth . The Irish 

share in 1990 had fallen back, but still remained higher than the 

UK. 
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The 1990 share f ell so much primarily because GNP rose very 

rapidly between 1985 and 1990. GNP actually increased by 30 per 

cent over that period, with most of the increase occurrl.ng 

between 1987 and 1990 while health expenditure rose by 6 per cent 

in real terms . In essence, health expenditure was lagging behind 

the growth in income. In recent years as we noted earl ier, there 

has been a very large 

that the share of 

increased to 7.3 per 

increase in real expenditure on health , so 
health expenditure in total expenditure 

cent in 1992. 

What this table does not show is the increase in the l e vel of 

resources devoted to health expenditure. Over the period from 

1960 to 1990, GNP in t he developed world trebled , so that these 

increasing shares indicate a much more rapid increase in the 

resources devoted to health expenditure. Of course, it should be 

remembered that percentage shares of GNP do not constitute a 

deCision- making procedure. It still remains the case that 

expenditure on health should be related to the expected benefits. 

The critical deCision remains as to who makes the judgements with 

regard to expected benefits and actual and implicit costs. 

Before we can look at these issues, it is worthwhile to examine 

the extent t o which expenditure is now financed by the State . 
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Public Expenditure on Health. 

For most developed economies, the health sect or is primarily 

financed by Government via genera l taxat i on rece i pts or mandatory 

health con tributions. (Table 9 ) 

TABLE 9. THE PUBLIC SHARE OF TOTAL EXPENDITURE ON HEALTH 

Country 1960 1970 1980 1985 1990 

Belgium 61.6 87.0 83.4 81.8 88.9 

Canada 42.7 70.2 74.7 74 .7 72.2 

Denmark 88.7 86.3 85.2 84.4 82.8 

France 57.8 74.7 78.8 76 .9 74.4 

Germany 66. 1 69 . 6 75.0 73.6 71.6 

Greece 64.2 53.4 82.2 81.0 77 .0 

Ireland 76.0 81. 7 82.2 77.4 74.8 

Italy 83.1 86.4 81.1 77 .1 77.6 

Luxemhourg n / a n/a 92 .8 89.2 91.4 

Netherlands 33.3 84.3 74.7 75 .3 71.3 

Portugal n/a 59.0 72.4 56 . 3 61. 7 

Spain 58. 7 65.4 79.9 80.9 80.5 

UK 85.2 87. 0 89.6 86.3 83.5 

USA 24.5 37.2 42.0 41.4 42.2 
Source: OECD 

There are s everal noteworthy charact eristics of the data in Table 

Eight. 

o The current shares of public expenditure on health are 

v ery high in all countries with the exception of the 

US. Fo r most countri es , the share is in excess of 70%. 

o There were very large 2ncreases 1n this share between 

1960 and 1970 in mos t countri e s. 

o These l evels were consol idated over the period from 

1970 to 1985. 

I 
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o Since 1985 there have been reductions in these shares 

in many countries. 

Health expenditure is also a very important element in total 

public expenditure. (Table 10 ) 

TABLE 10. HEALTH EXPENDITURE AS A % OF TOTAL PUBLIC EXPENDITURE 

Country 1960 1970 1980 1985 1989 

Belgium 6.9 9.6 9.4 9.7 12.2 

Canada 8.2 14.3 13.6 13.5 14.7 

Denmark 13.1 13.2 10.3 8.9 9.1 

France 7.2 11.3 12.9 12.5 13.2 

Germany 9.6 10.5 12.9 13.3 13.1 

Greece 10.6 9.6 11.8 11.5 12.7 

Ireland 10.6 11.4 17 .5 13.3 12.0 

Italy 10 .6 14.0 16.7 14.0 14.1 

Luxembourg n / a n / a 10.6 9.9 n / a 

Netherlands 4.1 11.5 10.4 10.1 10.4 

Portugal 5.4 8.6 12.0 10.1 9.8 

Spain n / a 11.1 14.3 12.2 11.8 

UK 1 0 .3 9.9 12.2 11.7 12.0 

USA 4.8 8.7 12.0 13.4 14 .8 

Source: OECD 

Between 1960 and 1970, health expenditure increased as a 

percentage of total expenditure of Government in most developed 

countries, mirroring the increase in the public share in total 

expenditure on health shown in Table 9. For most countries, the 

relative share of health in total expenditure has increased 

gradually since 1970, and now accounts for about one eighth of 

total public expenditure. Even in the USA, where the share of 

public expenditure in total expenditure on health is relatively 

low, at 42%, the relative share of health in total public 

expenditure is high at about 15%, in 1989 being the highest of 
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all countries listed. (It is no surprise therefore that t he 
C!inton administration has been considering reform in health 

expenditure even if one were not concerned about inequalities in 

the delivery system ) . 

What the international comparison shows is ; 

o The share of total heal th expenditure in GNP has been 

rising over the past 30 years and now accoWlts for 

between 6 and 12% in developed countries. 

o Irish expenditure lies at the lower end of this range, 

but when allowance is made for income per head, the 

relative share in Ireland is very high. 

o Income per head is just 

in GNP of health 

one factor influencing shares 

expenditure . Technological 

development and demonstration effects across countries 

also matter. 

o The increase in shares has been associated with an 

increase in the proportion of expenditure funded by 

Governments. For most developed economies, Government 

finances about three quarters of total health 

expenditure. 
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SECTION 3. FINANCING THE IRISH HEALTH SERVICES 

The Irish healthcare system as a whole is chiefly funded from 

general taxation receipts, with additional contributions from 

persons in differing income groups who are liable for part or 

ful l payment for certain procedures or services. 

We tend to think of public funding of health care as the norm. 

In fact, there are different methods - directly from income, 

insurance, taxation or some combination. Which is relied on is 

a matter of convenience and the historical development of health 

systems. Invariably however, the State will be involved in the 

direct fundi ng of health via taxation l on equity grounds, where 

issues of public health are involved, and where the health 

expendi ture category represents some form of merit good. In 

Ireland, State expenditure in relation to health is far ~n excess 

of that suggested by these three areas. In the US, which is 

primarily privately funded, the Government still spends over 5 

per cent of GNP on health for basically these reasons. 

The important point is that the system of financing be considered 

convenient to the s ociety. Where dissatisfaction arises is when 

the system that has been selected fails to deliver, as when a 

taxation/ State financed system becomes divorced from the needs 

of taxpayers. This can happen when Government decides what will 

be covered and the techniques to be used. The decision may be 

based only on direct costs incurred by the State and ignoring the 

costs borne by the patient and family, and the benefits to the 

patient. If the divorce becomes sufficiently large, then there 

will be pressure for change and the substitution of insurance or 

direct payment out of current income or savings for health care 

expenditure. Some of the reasons why this divorce occurs relate 

to the fact that Government itself is faced with choices between 

health expenditure and other expenditure and within health, with 

almost infinite demands. 
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An insurance system will also suffer from almost infinite 

demands, as once a person is insured he can expe ct that costs 

will be covered. It is only in those cases where people pay for 

health care services out of personal income / savings and can make 

rational choices that resource constraints will apply as in the 

purchase of, say a car. Of course there is the difficulty of 

making rational choices when health care is needed, even if one 

had full information about the efficacy of treatment, that 

provides a further rationale for Government expenditure or for 

private insurance since we are purchasing more than a convenient 

method of payment when we use the agency of Government / insurance 

to buy healthcare. 

While most expenditure on health care 1S incurred by Government, 

1nsurance also plays an important part in Ireland V1a the 

Voluntary Heal th Insurance Board, the dominant provider of health 

insurance. 

The Voluntary Health Insurance Board was established as a non

profit state-sponsored body in 1957, under the Voluntary Health 

Insurance Act. Its primary role at that time was to provide cover 

for hospital 

15%) liable 

charges to those groups of the population (about 

to pay them. A secondary role was to attract 

subscribers from amongst those eligible for free services, with 

a view to encouraging the notion of self-reliance and reducing 

some of the financial burden on the Exchequer. 

Public hospital services were made available to all citizens in 

June 1991, effectively removing the primary role for which the 

VH! was established. Its chief aim currently is to "continue to 

ensure that members can have access to modern healthcare 

treatment at affordable cost" . Private health i nsurance 1n 

Ireland is thus supplementary to public entitlement. Currently, 

there are 1.2 million people covered, some 35% of t h e population. 

This compares with 11% coverage in the UK. 

The VHI operates a system of 1nsurance based on "community 
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rating" principles - prem1UIUS are set at the same level for any 

product or plan irrespective of risk factors. This, a rgues the 

VBI, ensures accessibi lity to private health insurance by older 

members of the community, whose premia, if tailored to specific 

circumstances including an assessment of factors including the 

higher propensity to require hospital care as one a ges, would 

quite simply be unaffordable to most persons in this category. 

Opposition has been raised to this by approaching the system from 

the perspective of the younger population groups. For these 

groups, it is argued, the system of community rating acts as a 

disincenti ve for the young to invest voluntari ly in health 

insurance, as the premium level is perceived to overstate the 

true risk position of this group. If viewed as a form of saving 

or insurance however , where essentially people are saving to meet 

sudden unforeseen events or to provide for expected future needs, 

some element of this disincentive may be removed. Indeed, for 

those who take out private insurance it is this intertemporal 

aspect of insurance that is the main basis for taking out 

insurance. 

It i s an unfortunate implication of community rated insurance 

that on average it involves a higher average cost of 1nsurance 

than an experience rated system, because it creates an incentive 

for higher risk people to take out insurance. This means that the 

claims experience of the insurer will deteriorate, which in turn 

will cause him to increase his group premium to cover the 

increased costs arising from a higher claims incidence. 

The current s ystem fails to encourage overseas firms to enter the 

Irish market, seeking subscribers. Despite the advent of 1993, 

the monopoly situation of the VHI is unlikely to be threatened, 

at least 1n the short term, as a derogation was sought and 

approved from the Ee's Third Non-Life Insurance Directive, for 

a continuation of the current system of community rating, which 

system of insurance i s not widely prevalent internationally. 

As in many other areas of expenditure financed by Government or 
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1nsurance, where the direct expenditure and the financing of that 

expendi ture are separate, there is a tendency for costs to 

escalate, both from the point of view of those in receipt of the 

service and those providing it. Thus it is no surprise to find 

that Governments are always seeking to contain costs. 

The system will always seem to be short of money because of these 

self-reinforcing tendencies. This applies also to private 

1nsurance so that private insurance schemes must invariably be 

concerned about cost containment . 

Thus the use of State financing or private 1nsurance 

o is a handy means of ensuring that the resources are 

available when needed; 

o involves the indirect purchase of information on costs 

o involves the indirect purchase of the benefits of 

different types of care. 

These are ga~ns to the individual and have to b e offset against 

potential losses: 

o the divorce between the need of the consumer and the need 

by the Government to control its own expenditure. 

SECTION 4. PERFORMANCE OF THE SECTOR 

When one ~s looking at a sector ~n the economy , the general 

approach is to "examine": 

o the level of output, investment, capital stock and 

employment over time; 

o the degree of concentration within the sector; 



27 

o the extent to which competitive forces or regulative 

factors apply; 

o the extent to which the sector 15 innovative; 

and so on . 

It is only very rarely that the degree to which the sector 

satisfies wants is considered . The presumption is that consumers 

are capable of deciding their own wants within their own budget 

constraints, and if they are not happy with output, the sector 

will contract . 

The situation with regard to health care expenditure is somewhat 

different. There is very little direct financial contact between 

the principals - providers of health services and patients. 

Patients are often not in a position to exerC1se rational 

judgement , if they are currently suffering from illness. The 

acquisition of f u ll or even partial information on the options 

available is both costly and time- consuming. Furthermore health 

care expenditure differs in one major respect from other 

expenditures viz. that much of health care expenditure occurs as 

a result of a fa ilure of health . 

As a consequence , an analysis of the health sector that simply 

looks at output and employment needs to be supplemented by 

further analysis. The question as to the extent to which the 

health care needs of the society are satisfied must be addressed. 

What are these needs? 

From an individual ' s viewpoint the health care system should 

provide; 

o services in relation to episodic illness e.g. broken 

legs , appendectomy; 



o treatment (advice) 1D relation t o common illness (flu, 
bronchitis); 

o treatment and care during maternity; 

o treatment in the case of chronic illness; 

o treatment and care in the case of terminal illness; 

o care in old age ; 

o advice on maintaining health status. 

28 

The success of a system of health care depends on how well it 

meets these needs. However, public discussion of health care is 

rarely carried out in relation to the outcome of health 

expenditure - instead expenditure , which is really a measure of 

inputs, is treated as an end in itself. At its worst this view 

of health expenditure sees expenditure as providing employment. 

Unfortunately, while it 15 clear what the outcomes of health 

expenditure should be, there are very few indicators of the state 

of health for Ireland. 

From published data, it is not possible to build up a picture of 

the state of health of the population. We do have information on 

some aspects of ill health e.g. morbidity experience, (Ischemic 

Heart Disease, Hypertension, etc. ), diseases among the elderly, 

smoking and alcohol related illness, infectious disease, and on 

mortal ity . What are missing are data in relation to the degree 

of ill health, and the degree of health i.e. a health status 

report. 

In the case of the criteria listed earlier the system appears to 

perform well in the case of episodic illness, common illness and 

maternity, less well in the case of chronic and terminal illness, 

and poorly 1n relation to care 1n old age and advice on 

maintaining health status. This can only be a subjective 
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judgement, but it represents a v~ew from the consumer side which 

is not evident from published work and media discussion. 

Public discussion 1.n the health area is rarely to do with 

outcomes. It is primarily couched in terms of resources. This 

emphasis needs to shift and be much more focused on outcomes . At 

the level of direct principal to principal the emphasis 1.5 

obviously on outcomes, but this needs to be formalised for the 

system as a whole. 

SECTION 5 ISSUES 

The health care system is constantly subj ect to short term 

pressures. There are however more important long term trends and 

issues which must constantly be kept in focus and inform policy 

makers ' decisions. We look first at long term trends and then at 

long term issues . 

TRENDS 

Ageing Population 

From a situation where Ireland experienced the youngest 

population in Europe, we are moving to a situation where the 

number of people aged 55+ will increase rapidly. By 2011 and 

2011, there will be 715,000 and 850,000 people respectively in 

this age group compared with 665,000 now. While this is well 

known, the implications need to be faced up to. There is a 

Micawberesque tendency in Ireland to assume that something will 

turn up and the problem be thereby resolved. This issue needs to 

be squarely faced. Given the importance of age in health care 

expenditure, increased resources will be required to maintain 

existing standards. Since health care is financed on a pay as you 

go basis rather than funded ( and this seems to be the case also 

with the VHI ) , this implies an increase in taxation or 

alternatively a change i n the delivery of services. 
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Alternatively, a reduction in entitlements may occur. The first 
stage of the latter may already be in evidence with the new rules 

in relation to considering the income of the offspring of elderly 

people in determining the level of state support in nursing 

homes. While in the short term this might seem a neat 

administrati ve device to contain expenditure it represents a 

fundamental deterioration in the level of potential benefit. 

Gi ven peoples' needs in relation to health care this change 

fundamentally alters the intertemporal rights they believe that 

are purchasing with taxation. This raises the question that if 

taxation will not provide entitlements, why should people pay 

taxes. If the State will not be in a position to provide current 

levels of services at current tax rates when required in the 

future, then there is a need to provide alternative arrangements 

ti fund expenditure. at its simplest, the argument here runs 

something like this; 

We have an expectation about the level of service we expect given 

the high taxes we pay for health. this involves dealing with 

sudden events; 

o treating people (perhaps ourselves) with chronic illness 

because we accept that we are a community and that the 

financial burden should not be borne by individuals and 

their families; 

o lack of ability to pay is not a barrier to health care; 

o being allowed to live in dignity in old age without being 

a f inancial burden on fami ly, and 

o finally, dying with dignity. 

If the system begins to fail expectations in the l atter part of 

life, then it is time to change. 
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A related issue is the issue of the benefits of health care for 

the elderly. Where decisions are based on evaluating benefits and 

costs and include only lost output from ill health, excluding the 

benefi t of being heal thy to the elderly I then decisions must 

necessarily be biased against treatment of the elderly except on 

compassionate/ family grounds. Yet this is not the way people make 

decisions. The issue of the health care of the elderly in the 

future is one that must be faced - and people must be informed 

of the likely outcome of present trends. 

Health Education 

A related issue 15 that of health education. It is a commonplace 

that the Department of Health is misnamed. It is really the 

Department of Illness. expenditure on health education is 

minimal. Yet health education provides the best means of reducing 

life-style illness over the long term. In the short term the 

benefits from health education expenditure are limited and such 

expenditure is competing with direct illness related expenditure . 

It ~s no surprise then to find that expenditure on health 

education ~s so l ow, particularly in our system where cyclical 

factors play such a large rol e in determining expenditure. But 

this is simply not good enough. 

In the future, t h ere are two broad areas where policy must be 

directed -

o the health and health preservation of the population; 

o the efficiency in the delivery of health care. 

The Health of the Population. 

The main areas where improvements in the health of the population 

can take place are in relation to heart disease, cancer, mental 

health, accidents and limiting the effect of HIVjAIDS . In al l of 

these areas, the emphasis must be on prevention and early 

detection to add to years of comfortable life. We have made the 

.. . . ~ 
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point earlier that the test of a health system is the outcome, 
and policy in this area should be to preserve and improve the 

health of t he population. 

Heart Disease. 

About 45 per cent of deaths in Ireland are caused by heart 

diseas e or strokes. Heart disease affects all groups but is a 

major cause of death before the age of 70. Strokes tend to affect 

the elderly and significantly reduce the quality of their 

remaining life. The biggest causes of heart disease are smoking, 

inappropriate diet and lack of physical exerc i se. Of these, the 

most important contributory factor is smoking. These causes are 

directly within the control of people - what is l acking is the 

use of currently avai lable information and assistance in using 

the information. This issue is primarily to do with health 

education. The role of the State here is obvious. Our analysis 

suggests that health education should not be the preserve of the 

Department of Health since the tendency will always be to assign 

resources t o treatment I which is immediately needed rather than 

to prevention I which is a long term issue. It would be 

intere sting in adopting an approach to prevention to establish 

what factors have influenced or determined cur rent lifestyle 

trends and patterns and to try and change these . 

Cancer 

Cancer 1.S the second most c ommon cause of death in Ire land, 

accounting for about 25% per cent of all recorded d eaths in 

1992, and is also responsible for a significant number of deaths 

before the age of 70. The issues here are changes in lifestyle 

e.g. s moking l to prevent the emergence of cancers and regular 

medical check- ups to assist in early detection. The EC have 

listed "Ten Commandments" in relation to cancer : 

o no smoking l 

o reduce alcohol consumption, 

o reduce exposure to the sun l 

o care at the workplace, 
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o fibre content 

o avoid obesity, 

o medical testing 

- emergence of lumps/ changes 

- persistence o f apparently m~nor problems 

- regular cervical smear 
- regular breast checking. 

It is not suffici ent to make a list, it is necessary to take 

steps to ensure that people have the information and the 
• 

facilities to effect the above. Once again, this is an issue for 

Government though clearly it ~s private individuals who 

implement. 

Mental Health. 

Mental illness is both a maJor cause of illness and disability 

and may result in death as a result of physical illness and 

suicide. Mental illness has many causes, not all of which are 

fully understood. 

others relate to 

Some 

the 

are societal e. g. poor housing, while 

individual and require resources for 

treatment and rehabilitation . 

HIV/AIDS 

The spread of the HIV infection needs to be contained. The 

information on HIV and its development into 

amassed. However, there is little doubt 

AIDS is still being 

that HIV has the 

possibility of becoming widespread and this would have serious 

consequences for the health of the population. There is no known 

cure for AIDS so that the issue of HIV must be addressed by 

rigorous measures aimed at prevention. In fact there is a 

'revention campaign in operation in Ire land, and this needs to 

Je supplemented by further research and monitoring. 
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Efficiency in the Delivery of Health Care 

The second area where policy must be directed is towards the I 

efficiency of the system of health care. The principal difficulty 

with efficiency measures is that the outcomes are rarely the 

same, and hence we are not measuring efficiency but rather cost. 

Efficiency measures can be approached by considering best 

practice, casemix, and international 

costs. An al ternati ve approach 

organisational structures such 

comparisons of real resource 

15 to adopt different 

as Health Maintenance 

Organisations (HMO's) or competition in the delivery of services 

e.g. private hospitals competing with State hospitals for the 

same business or State hospitals compe ting with one another. 

Health Maintenance Organisations. 

A method for resolving the conflicts that exist between the needs 

of the consumer and the desire for the supplier to oversupply, 

the lack of information of t he consumer, and the provision of 

health education is the creation of a Health Maintenance 

Organisation (HMO). The HMO involves an integration of insurance 

finance and health care supply in one firm, typically 

collectively owned by the senior professionals working in it. It 

usually operates on a community rating system, and (apart from 

short term emergency treatment) restricts subscriber choice to 

the facilities operated by the HMO. 

The HMO attempts to deal with the defective incentives involved 

in ( especially full indemnity ) insurance financed health care by 

integrating financing, prescriptive and supply aspects of health 

care in one organisation, necessarily at the expense of a 

significant degree of freedom of choice of physician or treatment 

facility. Experience in the U.S.A . is generally encouraging i~ 

terms of cost-effective medical care, and in Ireland the VHI ~~ 

known to be interested in developing along those lines, as an 

option. 
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If further developments along the HMO lines were to take place 

by the VHI, it would seem to be the case that it would have to 

acquire or build hospital facilities, and integrate health 

professionals in i ts organisation on some income sharing basis. 

The latter would not involve substantial capital outlay. 

The belief 15 that reorganisation and competition will limit 

health care expenditure by encouraging efficiency. The principal 

difficulty in this still remains the fact that the consumer will 

still not be in a position to evaluate the treatments/procedures 

that are being offered, as he is obliged to rely on the supplier 

of services for his information. 

The European tradition links payment containment to regulation 

and while the UK i s experimenting with greater local autonomy, 

the likelihood is that regulation rather than competition will 

be the mechanism to control costs. However, while a largely 

regulated health service will contain direct costs, the 

exper~ence both with our and other systems suggests that cost 

containment in one area spills over into extra costs elsewhere. 

The State system may contain costs but the system as a whole will 

be more costly. There could be a loss of efficiency and also a 

reduction in the degree of equity the system currently enjoys . 

These costs may be direct i. e. where sick people must go to 

private health suppliers or indirect, where cost containment 

measures take no account of the costs borne by the patient, but 

~eek solely to minimise State expenditure. 

INCLUSION 

1 this survey of health care we have attempted to set out 

- what peoples ' expectations with regard to health care 

over their lifetime are ; 

- what resources are devoted to health expenditure in 
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absolute terms and relative to GNP in Ireland; 

- h ow health care expenditure in Ire l and compares with 

health care expenditure in other developed economies; 

- h ow societies organ1se the finance of health care, either 

by taxation or insurance; 

- h ow health care is charact erised by poor information on 

the part of the consumer and how Government and private 

insurance, in addition to providing finance , also provides 

an information system; 

- how both government and pri vate insurance h ave managed to 

disembody the consumer, who l.5 now seen as a paSSl.ve 

rec ipient of health care as decided by Government and 

pr i vate insurance. 

- what future issues in relation to health care are likely 

to be, in particular the care of the elde rly , of whom there 

are likely to be very many more. 
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