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This review is part of a series of country-based studies generating new
evidence on financial protection in European health systems. Financial
protection is central to universal health coverage and a core dimension of
health system performance.
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About the series

This series of country-based reviews monitors financial protection in
European health systems by assessing the impact of out-of-pocket payments
on household living standards. Financial protection is central to universal
health coverage and a core dimension of health system performance.

What is the policy issue? People experience financial hardship when out-
of-pocket payments — formal and informal payments made at the point of
using any health care good or service — are large in relation to a household’s
ability to pay. Out-of-pocket payments may not be a problem if they are
small or paid by people who can afford them, but even small out-of-pocket
payments can cause financial hardship for poor people and those who
have to pay for long-term treatment such as medicines for chronic illness.
Where health systems fail to provide adequate financial protection, people
may not have enough money to pay for health care or to meet other basic
needs. As a result, lack of financial protection may reduce access to health
care, undermine health status, deepen poverty and exacerbate health and
socioeconomic inequalities. Because all health systems involve a degree of
out-of-pocket payment, financial hardship can be a problem in any country.

How do country reviews assess financial protection? Each review is based
on analysis of data from household budget surveys. Using household
consumption as a proxy for living standards, it is possible to assess:

¢ how much households spend on health out of pocket in relation to their
capacity to pay; out-of-pocket payments that exceed a threshold of a
household’s capacity to pay are considered to be catastrophic;

¢ household ability to meet basic needs after paying out of pocket for health;
out-of-pocket payments that push households below a poverty line or basic
needs line are considered to be impoverishing;

* how many households are affected, which households are most likely to be
affected and the types of health care that result in financial hardship; and

¢ changes in any of the above over time.

Why is monitoring financial protection useful? The reviews identify the
factors that strengthen and undermine financial protection; highlight
implications for policy; and draw attention to areas that require further
analysis. The overall aim of the series is to provide policy-makers and others
with robust, context-specific and actionable evidence that they can use

to move towards universal health coverage. A limitation common to all
analysis of financial protection is that it measures financial hardship among



households who are using health services, and does not capture financial
barriers to access that result in unmet need for health care. For this reason,
the reviews systematically draw on evidence of unmet need, where available,
to complement analysis of financial protection.

How are the reviews produced? Each review is produced by one or more
country experts in collaboration with the WHO Barcelona Office for Health
Systems Strengthening, part of the Division of Health Systems and Public
Health of the WHO Regional Office for Europe. To facilitate comparison
across countries, the reviews follow a standard template, draw on similar
sources of data (see Annex 1) and use the same methods (see Annex 2).
Every review is subject to external peer review. Results are also shared with
countries through a consultation process held jointly by the WHO Regional
Office for Europe and WHO headquarters. The country consultation includes
regional and global financial protection indicators (see Annex 3).

What is the basis for WHO's work on financial protection in Europe? WHO
support to Member States for monitoring financial protection in Europe is
underpinned by the Tallinn Charter: Health Systems for Health and Wealth,
Health 2020 and resolution EUR/RC65/R5 on priorities for health systems
strengthening in the WHO European Region 2015-2020, all of which
include a commitment to work towards a Europe free of impoverishing
out-of-pocket payments for health. Resolution EUR/RC65/R5 calls on

WHO to provide Member States with tools and support for monitoring
financial protection and for policy analysis, development, implementation
and evaluation. At the global level, support by WHO for the monitoring of
financial protection is underpinned by World Health Assembly resolution
WHA®B64.9 on sustainable health financing structures and universal coverage,
which was adopted by Member States in May 2011. The Sustainable
Development Goals (SDGs) adopted by the United Nations in 2015 also

call for monitoring of, and reporting on, financial protection as one of

two indicators for universal health coverage. Resolution EUR/RC67/R3 - a
roadmap to implement the 2030 Agenda for Sustainable Development,
building on Health 2020 - calls on WHO to support Member States in
moving towards universal health coverage.

Comments and suggestions for improving the series are most welcome and
can be sent to euhsf@who.int.
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Executive summary

The incidence of catastrophic spending on health in Austria is lower than
in many other countries in Europe, but higher than in France, Germany, the
Netherlands, Slovenia, Sweden and the United Kingdom.

Publicly financed mandatory health insurance covers most of the population
(98-99.9%, depending on the source of data) and the publicly financed benefits
package is relatively broad, although waiting times for inpatient care are

an issue. The main gap in coverage comes from user charges (co-payments),
which are applied to most health services and can be high for some groups of
people. Importantly, the type and level of co-payment often varies significantly
across social insurance schemes and funds, especially for medical products,
exacerbating inequality in access to health care. Co-payments for prescribed
medicines, however, are uniform across the country, and their design is generally
more protective than the design of co-payments for other health services: there
is a fixed co-payment per pack (as opposed to percentage co-payments), with
automatic exemptions for some vulnerable groups of people and an income-
related cap per person set at 2% of net household income.

Voluntary health insurance does not address coverage gaps caused by co-
payments, but mainly plays a supplementary role, allowing people to choose
among contracted physicians, use non-contracted physicians, purchase
greater comfort in hospitals and obtain faster access to elective treatment
in public hospitals.

Self-reported unmet need for health care is very low by European Union
standards, including for dental care. Although there is some income
inequality in unmet need for dental care, the gap between rich and poor has
narrowed over time.

Several steps have been taken in recent years to improve equity in the use
of health services and strengthen financial protection, including extending
coverage to previously underserved parts of the population, reducing
co-payments and enhancing protection from co-payments. A process to
harmonize benefits and co-payments across social insurance schemes and
funds was initiated in 2017 and is being implemented gradually.

In 2014/2015, 3.2% of households in Austria experienced catastrophic out-
of-pocket payments. Catastrophic out-of-pocket payments affect the poorest
households most and are also heavily concentrated among older households
and households with children. The overall incidence of catastrophic spending
on health rose from 2.1% to 3.2% between 2009/2010 and 2014/2015,
largely driven by an increase among the poorest quintile. This could reflect
the impact on households of the economic crisis and rising unemployment.



Dental care is the largest single cause of financial hardship, reflecting limited
coverage and inequalities in coverage that favour richer households. For

the poorest quintile, medical products and outpatient medicines are the

next most important contributors to financial hardship. Overall, however,
outpatient medicines are a relatively minor cause of financial hardship, even
though they are the second-largest area of out-of-pocket spending on health
after dental care. This reflects the very high share of public spending on
outpatient prescriptions (88%) compared to dental care and medical products
(48%), which in turn attests to the relatively protective design of co-payment
policy for outpatient prescriptions and more recent efforts to reduce out-of-
pocket payments for medicines. The introduction of an income-related cap
on co-payments for outpatient prescriptions in 2008 — combined with a cut
in the value-added tax rate for medicines in 2009 — appears to have led to an
absolute fall in out-of-pocket spending on outpatient medicines between
2009/2010 and 2014/2015 and to a reduction in the outpatient medicines
share of catastrophic health spending, especially for the poorest quintile.

To improve financial protection, policy attention should focus on coverage

of dental care and medical products, learning lessons from the protective
features of coverage and co-payment policy for outpatient prescriptions.
Ensuring that low-income households are systematically exempt from all
co-payments, and extending the income-related cap on co-payments for
outpatient prescriptions to co-payments for all health services, would improve
financial protection, especially for poorer people. Some of this improvement
could be financed by better use of public resources and redistribution across
social insurance schemes through a risk-equalization mechanism.

Xi
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This review assesses the extent to which people in Austria experience financial
hardship when they use health services, including medicines. Research shows
that financial hardship is more likely to occur when public spending on

health is low in relation to gross domestic product (GDP), and out-of-pocket
payments account for a relatively high share of total spending on health

(Xu et al., 2003; Xu et al., 2007; WHO, 2010). Increases in public spending or
reductions in out-of-pocket payments are not, in themselves, a guarantee of
better financial protection, however. Policy choices are also important.

Austria has a highly developed health system with near universal coverage
of its population through non-competing social insurance funds organized
under different schemes. Membership of a particular scheme is determined
by profession, location of employment or place of residence. Some self-
employed professionals — for example, doctors and pharmacists — can opt as
a group to purchase substitutive private health insurance instead of joining a
social insurance fund, but few choose to do so.

Public spending on health as a share of GDP was 7.8% in 2015, slightly above
the average of 7.3% for EU15 countries (the European Union (EU) Member
States from 1 January 1995 to 30 April 2004), but lower than in countries
such as Denmark, France, Germany, the Netherlands, Sweden and the United
Kingdom (WHQ, 2018). Public spending per person has increased steadily
over time, and was not significantly affected by the financial and economic
crisis, which resulted in a fall in GDP in 2009 (Eurostat, 2018a). Out-of-pocket
payments accounted for 18% of total spending on health in 2015, a higher
share than in most EU15 countries and substantially higher than in France,
Germany and the Netherlands (WHO, 2018).

In recent years, several steps have been taken to improve equity in the use
of health services and strengthen financial protection, including extending
coverage to previously underserved parts of the population, reducing co-
payments and enhancing protection from co-payments. Many but not all
publicly financed benefits are harmonized across social insurance funds.
Concern about significant variation in benefits and co-payments gained
further momentum in 2017, and a process to harmonize them was initiated.

This review presents the first comprehensive and up-to-date analysis of
financial protection in Austria (Yerramilli et al., 2018). Previous analyses have
focused on out-of-pocket payments, without assessing financial protection
(Sanwald & Theurl, 2015, 2016, 2017). Studies that have assessed financial
protection in Austria include a global analysis, which used household budget
survey data from 1999/2000 (Xu et al., 2007), and European analyses,

which have focused on people aged over 50 (Scheil-Adlung & Bonan, 2013;
Arsenijevic et al., 2016; Palladino et al., 2016). The methods used in this study
are different from the methods used in previous analyses.

The review is structured as follows. Section 2 sets out the analytical approach
and sources of data used to measure financial protection. Section 3 provides a
brief overview of health coverage and access to health care. Sections 4 and 5
present the results of the statistical analysis of household budget survey data,
with a focus on out-of-pocket payments in section 4 and financial protection
in section 5. Section 6 provides a discussion of the results of the financial
protection analysis and identifies factors that strengthen and undermine
financial protection: those that affect people’s capacity to pay for health
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care and health system factors. Section 7 highlights implications for policy.
Sections 3, 4, 5 and 6 each end with a short summary of the section’s main
points. Annex 1 provides information on household budget surveys, Annex
2 the methods used and Annex 3 regional and global financial protection
indicators. Annex 4 contains a glossary of terms.
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This section summarizes the study’s analytical approach and its main data
sources. More detailed information can be found in Annexes 1-3.

2.1 Analytical approach

The analysis of financial protection in this study is based on an approach
developed by the WHO Regional Office for Europe, building on established
methods of measuring financial protection (Wagstaff & van Doorslaer, 2003;
Xu et al., 2003). Financial protection is measured using two main indicators:
catastrophic out-of-pocket payments and impoverishing out-of-pocket
payments. Table 1 summarizes the key dimensions of each indicator.

Table 1. Key dimensions of catastrophic and impoverishing spending on health

Catastrophic out-of-pocket payments

Definition The share of households with out-of-pocket payments that are greater than
40% of household capacity to pay for health care

Numerator Out-of-pocket payments

Denominator Total household consumption minus a standard amount to cover basic

needs. The standard amount to cover basic needs is calculated as the
average amount spent on food, housing and utilities by households
between the 25th and 35th percentiles of the household consumption
distribution, adjusted for household size and composition

Disaggregation Results are disaggregated into household quintiles by consumption.
Disaggregation by place of residence (urban-rural), age of the head of the
household, household composition and other factors is included where
relevant

Impoverishing out-of-pocket payments

Definition The share of households impoverished or further impoverished after out-of-
pocket payments

Poverty line A basic needs line, calculated as the average amount spent on food,
housing and utilities by households between the 25th and 35th percentiles
of the household consumption distribution, adjusted for household size
and composition

Poverty The share of households further impoverished, impoverished, at risk of
dimensions impoverishment and not at risk of impoverishment after out-of-pocket
captured payments

Disaggregation Results can be disaggregated into household quintiles by consumption and

other factors where relevant

Note: See Annex 4 for definitions of words in
italics.

Source: Thomson et al. (2018).
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2.2 Data sources

The study analyses anonymized microdata from the Austrian household
budget surveys (Konsumerhebungen) conducted by Statistics Austria in
2004/2005, 2009/2010 and 2014/2015. The data sample was generated
from the central register of residents (Zentrales Melderegister). It consisted
of 8400 households in 2004/2005, 6534 households in 2009/2010 and 7162
households in 2014/2015 (Statistics Austria, 2006, 2011, 2016).

As the share of households with catastrophic out-of-pocket payments is
relatively low in Austria, the number of observations is small. This means that
the results for some categories — mainly the higher consumption quintiles -
should be interpreted with a degree of caution.

All currency units are presented in euros.






3. Coverage and
to health care
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This section briefly describes the governance and dimensions of publicly
financed health coverage (population entitlement, service coverage and user
charges) and reviews the role played by voluntary health insurance (VHI). It
summarizes some key trends in rates of health service use, levels of unmet
need for health care, and inequalities in service use and unmet need.

3.1 Coverage

Responsibility for legislation and implementation of the social insurance
system lies with the federal (central) level, except for the hospital sector,

which is predominantly the responsibility of the federal states (Bundeslédnder).

The system has three branches (health, pensions and work accidents)
organized through different laws resulting in the following schemes.

Employees, freelancers, apprentices and those receiving government
benefits (unemployment benefits, childcare benefits, pensions) are protected
by the General Social Security Act (ASVG) of 1956 that covers around 77%

of the population through a mix of regional and occupation-based social
insurance funds (calculations based on the Federation of Austrian Social
Security Institutions (HVSV), 2016).

Farmers (4%) are covered under the Farmers’ Social Insurance Act (BSVG).

Self-employed people (8%) are covered under the Act on Social Insurance for
the Self-Employed (GSVG).

Officials and civil servants (8%) are insured under the Act on Civil Servants’
Health and Accident Insurance (B-KUVG) by the Insurance Institution of
Public Employees (BVA). At regional level, some civil servants are covered
under one of the 15 health care and work accident insurance carriers
(Krankenfiirsorgeanstalten, KFA) established by regional governments. In
2015, about 145042 civil servants and their dependants were insured under
this scheme. However, due to a lack of data, the exact number is not known
(Fuchs et al., 2017).

The remaining 3% of the population are insured by five small health
insurance funds or the Austrian Miners’ and Railway Workers' Insurance Fund
(VAEB) (HVSV, 2016).

3.1.1 Population entitlement

Health insurance is mandatory and covers almost the entire population
(99.9%), according to administrative data (HVSV, 2017b). Membership of a
social insurance scheme is determined by profession, location of the employer
or place of residence and extends to the dependants of those paying
contributions: children (up to the age of 27 if they are in education), spouses
and partners (same-sex couples). Some members of the liberal professions
(for example, self-employed physicians, pharmacists or veterinarians) can
choose as a group to opt out of social insurance and purchase substitutive
private insurance. In 2015, about 20000 people opted out (Fuchs et al., 2017).
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Conscripts and prisoners are not insured; medical care is provided directly by

the respective government ministry (Fuchs et al., 2017). 1. Survey data indicate that 1.4% of students
(0.05% of the population) are not insured

R (Institut fir Hohere Studien, 2016).
Lack of data prevents a definitive statement about the actual number of

uninsured people. Survey data suggest that around 2% of residents are
without coverage, mostly people without stable employment, people with
serious mental health problems, unemployed people (women in particular)
and migrants (often those without legal residential status) (Muckenhuber
etal., 2011; Habersack et al., 2011). A recent analysis indicates that people
lacking coverage are mainly unregistered asylum seekers, students too old
to be covered as dependants’ and unemployed people (Fuchs et al., 2017).
However, administrative data report that only 0.01% of the population lacks
coverage.

3.1.2 Service coverage

Any insured person has a legal entitlement to health benefits in kind and in
cash. Around 91% of all health benefits are provided in kind (HVSV, 2016).
Benefits cover a wide range of service areas: primary care, inpatient care and
outpatient specialist care, psychotherapy, speech therapy, physiotherapy
and occupational therapy, pharmaceutical products (medicines), therapeutic
aids, dentistry, medical nursing care at home, medical rehabilitation and
transportation expenses.

Social security laws mainly provide a functional description of these benefits,
without using positive lists. This gives the social insurance schemes and funds
some leeway in defining benefits together with their provincial contractual
partners (the chamber of doctors). Thus, while many areas of benefits are
harmonized across schemes and funds, some are not — most commonly,
medical devices, medical and therapeutic aids and psychotherapy.

In 2017, a process to harmonize benefits across schemes was initiated. This
entails adjustments to current contracts and laws (HVSV, 2017a). To date,
11 of 23 service areas have been harmonized, including health promotion,
wheelchairs and transport costs. Some benefits such as psychotherapy or
some medical products have not yet been harmonized (HVSV, 2017a).

Waiting times are an issue for elective treatment in public hospitals. Research
has identified considerable differences in waiting times for elective surgery
across the states (Ldnder) (Czypionka et al., 2007). Although there are no
waiting time guarantees, in 2011 a waiting-list management system was
introduced for planned surgery.

3.1.3 User charges

User charges vary significantly across the schemes (Table 2). For most health
services, people covered under ASVG (employees) and BSVG (farmers) are
more likely to benefit from care that is free at the point of use than self-
employed people (GSVG) and civil servants (B-KUVG). User charges also vary
across different funds in the same scheme, especially for therapeutic and
medical aids, medical devices and psychotherapy. This results in substantial
variation in user charges as a share of a social insurance fund'’s total health
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revenue: for example, 3.4% (ASVG), 5.9% (BSVG), 7.0% (B-KUVG) and 7.4%
(GSVG) in 2015 (LSE, 2017).

This variation is a concern in Austria, particularly for medical products and
dental care, because some schemes can afford to be more generous than
others. It has its roots in the historical development of the schemes. The ASVG
(employees) originally mainly covered blue-collar workers and other low-
income earners, so the system of benefits in kind is expressly strong in this
law, as is the exemption from most user charges. In contrast, people covered
under the GSVG (self-employed) and, especially, the B-KUVG (civil servants)
were seen as higher-income earners, so user charges were deemed to be more
acceptable. However, in 2017 a process was initiated to harmonize benefits
and differences in user charges across schemes and funds (HVSV, 2017a).

User charges for outpatient visits vary across social insurance schemes. Some
require people to pay 10% or 20% of the tariff for contracted physicians.

All require out-of-pocket payment for use of non-contracted physicians; the
tariffs for these physicians vary considerably. Since 2006, there has been a

cap on user charges for civil servants (B-KUGV); the cap depends on the sum
of co-payments, net household income and the size of the household (BVA,
2017).1n 2013, a cap of 5% of the contributor’s net annual income was set for
self-employed people (GSVG) (SVA, 2017).

User charges for medical products (for example, glasses, orthopaedic arch
supports, trusses and wheelchairs) have varied substantially across schemes
and, within the ASVG (employees), across funds, with differences amounting
to thousands of euros (LSE, 2017). Most people were covered up to €1328

per medical aid (LSE, 2017), but some regional funds in the ASVG applied a
lower threshold. The process to abolish differences in user charges for medical
products initiated in 2017 is gradually being implemented (HVSV, 2017a).

Benefit ceilings also vary substantially for different therapeutic appliances
used in cases of mutilation, disfigurement and physical disability (i.e. electrical
wheelchairs). For example, regional funds in Wien and Tirol cover up to €498,
while regional funds in Niederdsterreich, Oberdsterreich and Salzburg can
provide benefits of up to €3320. People insured under BSVG, B-KUVG and
GSVG receive benefits up to €3320 (LSE, 2017).

In contrast to medical products, user charges for medicines are set centrally
and apply in the same way to all social insurance schemes and funds.

The charges are simple: a fixed co-payment per pack (€5.85 in 2017) for
prescribed medicines on a positive list (the Reimbursement Codex) (HVSV,
2017¢). Since 1983, the prescription fee has been automatically adjusted
based on a formula linked to the average health insurance contribution base
(HVSV, 2017a, 2017b, 2017c¢). Between 2000 and 2017, the fixed co-payment
rose from €4.00 to €5.85 (Osterreichische Apothekerkammer, 2017). Only
pharmaceuticals on the positive list are covered.

Certain population groups are exempt from the prescription fee. People
receiving the minimum pension, conscientious objectors choosing alternative
civilian service, people with notifiable communicable diseases? and asylum
seekers are automatically exempt. People with low incomes can apply for an
exemption (§31 paragraph 8 ASVG). The exemption is granted if monthly net
income is lower than €889.84 (for single people) or €1334.17 (for couples) (in

2. People with the following diseases are exempt
from prescription fees: sexually transmitted
diseases, including HIV/AIDs; diseases like
hepatitis or cholera; diseases like measles or
mumps; and tuberculosis.
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2017). These limits are increased by €137.30 for each child (HVSV, 2017b), so
the threshold for a couple with two children would be €1608.77 a month in
2017. According to the most recent available data, 517601 people (around
6% of the population) are exempt (LSE, 2017).

Since 2008, people have also benefited from a cap on prescription fees, which
is set at 2% of the contributor’s net annual income (REGO). Dependants’
prescription fees are included in this cap (HVSV, 2017c). In 2015, 400506
people (around 4.5% of the population) reached the cap (LSE, 2017).

User charges for dental care vary across social insurance schemes and funds
and for different types of treatment (Sanwald & Theurl, 2016). Basic dental
services are offered with negligible user charges for employees (ASVG), and
farmers (BSVG) pay a quarterly lump-sum fee; civil servants (B-KUVG) pay 10%
of the costs since 2016, and self-employed people (GSVG) pay 20% of the
costs (Sanwald & Theurl, 2016). For specialized treatments (like endodontic
services) private payments are substantial and account for approximately 50%
of the costs. Since 2014, there is free coverage for serious orthodontic needs
(braces) for children under 18 years (§ 447i ASVG).

Over time, several changes to coverage policy are likely to have affected
out-of-pocket payments (Table 3). All except one change has aimed to reduce
out-of-pocket spending.

3.1.4 The role of VHI

VHI mainly plays a supplementary role, offering single or double rooms in
hospitals (Sonderklasse, special class), wider choice via private providers,
choice of hospital physician and faster access to elective care (i.e. shorter
waiting times). Although illegal to prioritize patients with VHI, empirical
evidence shows that VHI policy holders can obtain faster access to elective
care in public hospitals (§16 Federal Hospitals Act) (Czypionka et al., 2013).

VHI also plays a complementary role, providing access to goods and services
that are not covered by the social insurance scheme, and a substitutive role
for those who opt out of the social insurance scheme (Czypionka & Sigl, 2016).

In 2015, VHI covered around 36% of the population (VVO, 2016), financed

5% of current spending on health care and accounted for 28% of private
spending on health (WHO, 2018). VHI coverage for outpatient care is growing
at annual rates of around 10% (VVO, 2016).

Individual plans dominate the VHI market; group insurance schemes only
account for 28% of total premium income. More than half of the people with
VHI are between 20 and 50 years old, and approximately 20% of policies are
purchased for children under the age of one (Czypionka & Sigl, 2016). Self-
employed people and white-collar workers are more likely to take out VHI. No
additional information on the socioeconomic characteristics of people with
VHI is available.

Table 4 highlights key issues in the governance of coverage, summarizes the
main gaps in publicly financed coverage and indicates the role of VHI in filling
these gaps.
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Table 2. User charges for publicly financed health services, 2017

Notes: NA: not applicable. Diagnostic tests
include other paramedical services; medical
products include non-medicine products and
equipment. In 2017, a process to harmonize
benefits across schemes was initiated and is
gradually being implemented.

Sources: BVA (2017), HVSV (2017b, 2017c), SVA
(2016, 2017), SVB (2017).

Service area

Type and level of user charge

Exemptions

Cap on user charges paid

Outpatient visits

Employees (ASVG): annual fee of €11.40 for an
e-card; no further charge for contracted providers;
20% of the tariff for non-contracted providers

Farmers (BSVG): quarterly fee (if treated) of €9.61
(€38.44 a year); no further charge for contracted
providers; percentage co-payment of 20% of the tariff
for non-contracted providers

Self-employed (GSVG): percentage co-payment of
20% of the tariff (10% if they reach five personal
health goals: blood pressure, weight, exercise,
tobacco, alcohol)

Civil servants (B-KUVG): percentage co-payment
of 10% of the tariff (20% for removal orthodontic
devices)

Children under 27, pensioners

and low-income people

Children under 27 and
low-income people

Use of contracted providers: the
annual fee acts as a cap
Use of non-contracted providers; no

Use of contracted providers: the
quarterly fee acts as a cap
Use of non-contracted providers; no

5% of the net annual income of
the person paying contributions

Depends on the sum of co-
payments and household size and
net income

Dental care

Same as outpatient visits, if the examination is
medically necessary (conservation and surgery);
prostheses and hygienist visits are not fully covered.

For specialized dental services/orthodontics
Employees (ASVG): fee of €11.35 per calendar year
Farmers (BSVG): percentage co-payment of 50%
Self-employed (GSVG): percentage co-payment of
50%

Civil servants (B-KUVG): percentage co-payment
of 10-20%

Serious orthodontic needs
for children under 18

Same as outpatient visits for
employees, self-employed people
and civil servants

Outpatient prescription
medicines

Fixed co-payment of €5.85 per pack for medicines
on the positive list

Automatic exemption:
people on the minimum
pension, conscientious
objectors choosing
alternative civilian service,
asylum seekers

Exemption following
application:

low-income people

Co-payments must not exceed 2%
of the net annual income of the
person paying contributions

Diagnostic tests

None if the examination is medically necessary/
referred by a contracted health worker

Detailed rules are laid down
in the official scale of fees
(Honorarordnungen) of the
different funds

Medical products

Percentage co-payment; varies across funds; 10%
(20% for self-employed), minimum of €33.20 per
item (€99.60 for visual aids)

People who require
medical products due to

disfigurement or disability or
are undergoing rehabilitation

Low-income people, children

under 15 years and people
younger than 24 years and
still in education

Self-employed (GSVG): 5% of the
net annual income of the person
paying contributions

Civil servants (B-KUVG): depends
on the sum of co-payments and
household size and net income
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Service area

Type and level of user charge

Exemptions

Cap on user charges paid

Inpatient care

Fixed co-payment of €1-19 per day depending on
the state (Land)

Automatic exemption:
people on the minimum
pension, conscientious
objectors choosing
alternative civilian service,
asylum seekers

Exemption following
application:

low-income people

€336-532 in a calendar year
(the co-payment is waived after
a person has spent 28 days in
hospital in a calendar year)

Inpatient prescription

None

medicines

NA

NA

Table 3. Changes to coverage policy, 2004-2017

Source: authors.

Year Change Health service targeted Population group targeted
2005  Cutback in legal minimum benefits for vision aids Vision aids Employees (ASVG)
2006  Introduction of a cap on co-payments Outpatient visits Civil servants (B-KUGV)
2008  Introduction of an income-related cap on Outpatient prescribed medicines All insured
co-payments (REGO)
2009  Value-added tax rate on all medicines reduced from 20% to 10% All medicines Whole population
2013 Introduction of an income-related cap Outpatient visits Self-employed people (GSVG)
on co-payments
2013  Introduction of a cap on co-payments Outpatient visits Farmers (BSVG)
2015  Free coverage of orthodontic braces Dental care Insured children under 18 with
severe tooth displacements
2016 Percentage co-payment rate reduced from 20% to 10% Outpatient visits Civil servants (B-KUGV)
2017  Abolition of co-payments for hospital stays Inpatient care Children under 18

Table 4. Gaps in coverage

Source: authors.

Population
entitlement

Service coverage

User charges

Issues in the
governance of publicly
financed coverage

Migrants without a
legal resident permit
and some marginalized
individuals are not
insured

Benefits vary across social insurance schemes and
sometimes across funds and states (Ldnder); no waiting
time guarantees; informal payments to obtain faster
access to inpatient care

Variation in co-payment policy
across social insurance schemes
and funds for outpatient visits,
dental care and medical products;
regional variation in co-payments
for inpatient care

Main gaps in publicly
financed coverage

0.01-2% uninsured
(depending on the
data source)

Waiting times for inpatient care

No overall cap on co-payments;
no universal cap for co-payments
for medical products; low-income
people and regular users of health
care are not systematically exempt
from co-payments

Are these gaps covered No
by VHI?

access to treatment

Yes; covers around 36% of the population for faster

No
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3.2 Access, use and unmet need

According to the Organisation for Economic Co-Operation and Development
(OECD, 2018), Austria has the highest number of practising physicians per
1000 inhabitants in the EU, and this number has steadily increased from 3.7
physicians in 2000 to 5.1 physicians in 2014. However, the number of nurses
per 1000 inhabitants is relatively low in comparison to the EU average,
although slightly increasing (OECD, 2018).

The number of dentists per 100000 inhabitants has been steadily increasing
from 46 dentists in 2000 to 57 dentists in 2014. Although dentist density is
lower than the EU average of 68, the average number of consultations with a
dentist per person per year is comparable to the EU average (1.15 in Austria
vs 1.09 among 18 EU countries in 2015). The average number of consultations
has fallen since 2000 (1.30).

Acute hospital discharge rates are very high in Austria in comparison to the
EU average. The use of inpatient care increased slightly from 25.9 inpatient
care discharges per 100 persons in 2000 to 28.1 discharges in 2008 but fell to
26.3 discharges in 2014 (WHO Regional Office for Europe, 2016). The level
and development of outpatient contacts is similar to the EU average. In 2014,
there were on average 7 outpatient contacts per person per year in the EU
and 6.8 contacts in Austria. This level has been relatively steady since 2000.

The use of medicines has increased substantially since 1999. The share of
people who used prescribed medicines was 35.4% in 1999, 47.9% in 2006 and
49.2% in 2014, which is higher than the EU average (47%). Non-prescribed
medicines were used by 16.3% of the population in 1999, 23.9% of the
population in 2006 and 34.3% in 2014, which is slightly lower than the EU
average (34.6%) (Statistics Austria, 1999, 2008, 2015).

Within Austria, the use of non-prescribed medicines is higher among richer
people, who use more over-the-counter medicines than poorer people
(Sanwald & Theurl, 2014). Reports suggest that people with lower incomes
see specialists less often than people with higher incomes and face greater
barriers to access due to geographical distance (Riffer & Schenk, 2016).

According to the Austrian Health Interview Survey carried out in 2014, 55% of
women and 44% of men used prescription medicines in the two weeks prior
to the survey, and the consumption of medicines significantly increased with
age. On average, women (of all age groups) used more prescription medicines
than men (Statistics Austria, 2015). In addition, 30% of women and 28% of
men used non-prescribed medicines, but the use of non-prescribed medicines
did not increase with age (Statistics Austria, 2015).

A common measure for perceived problems with access to health services

is unmet need (Box 1). Data on unmet need vary by sources. Results from

the European Union Statistics on Income and Living Conditions (EU-SILC)
indicate that, in comparison with other EU countries, very few people in
Austria experience unmet need for health or dental care (0.2% and 0.5% of
the population in 2016 for health care and dental care respectively, compared
to an EU average of 2.5% and 4.0%) (Eurostat, 2018b). However, in the past
there has been substantial income inequality in unmet need for dental



Can people afford to pay for health care in Austria?

care (Fig. 1), reflecting the fact that most orthodontic treatments, dental
prostheses and oral hygiene treatments are not covered by social insurance.
The coverage of serious orthodontic needs for children under 18 improved in
2014. Income inequality in unmet need has narrowed over time.

Box 1. Unmet need for health care Source: WHO Barcelona Office for Health
Systems Strengthening.

Financial protection indicators capture financial hardship among people who
incur out-of-pocket payments through the use of health services. They do not,
however, indicate whether out-of-pocket payments create a barrier to access,
resulting in unmet need for health care. Unmet need is an indicator of access,
defined as instances in which people need health care but do not receive it
because of barriers to access.

Information on health care use or unmet need is not routinely collected in
the household budget surveys used to analyse financial protection. These
surveys indicate which households have not made out-of-pocket payments
but not why. Households with no out-of-pocket payments may have no need
for health care, be exempt from user charges or face barriers to accessing the
health services they need.

Financial protection analysis that does not account for unmet need could be
misinterpreted. A country may have a relatively low incidence of catastrophic
out-of-pocket payments because many people do not use health care, owing
to limited availability of services or other barriers to access. Conversely,
reforms that increase the use of services can increase people’s out-of-pocket
payments - for example, through user charges - if protective policies are not
in place. In such instances, reforms might improve access to health care but at
the same time increase financial hardship.

This review draws on data on unmet need to complement the analysis of
financial protection (section 3.2). It also draws attention to changes in the share
and distribution of households without any out-of-pocket payments (section 4.1).
If increases in the share of households without out-of-pocket payments cannot
be explained by changes in the health system — for example, enhanced protection
for certain households —they may be driven by increases in unmet need.

Every year, EU Member States collect data on unmet need for health and
dental care through EU-SILC. Although this important source of data lacks
explanatory power and is of limited value for comparative purposes because
of differences in reporting by countries, it is useful for identifying trends over
time within a country (Arora et al., 2015; EXPH, 2016, 2017).

EU Member States also collect data on unmet need through the European
Health Interview Survey (EHIS) carried out every five years or so. The second
wave of this survey was conducted in 2014. A third wave is scheduled for 2019.

Whereas EU-SILC provides information on unmet need as a share of the
population aged over 16 years, EHIS provides information on unmet need
among those reporting a need for care. EHIS also asks people about unmet
need for prescribed medicines.
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Fig. 1. Income inequality in self-reported unmet need for health and dental care
due to cost, distance and waiting time in Austria, 2004-2016
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Data from the Austrian Health Interview Survey (part of EHIS) show unmet
need due to cost by labour market status (Fig. 2). Employed people are the
largest group with unmet need, followed by retired people.
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Fig. 2. Self-reported unmet need due to cost in Austria by labour market
status, 2014
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Source: Statistics Austria (2015).

3.3 Summary

Publicly financed mandatory health insurance covers most of the population
(98-99.9%, depending on the source of data). Those most likely not to

have any form of coverage include migrants without residence permits and
marginalized groups such as people in precarious working conditions and
unregistered unemployed people.

The publicly financed benefits package is relatively broad, but waiting times
for inpatient care are an issue.

User charges (co-payments) are applied to most health services and can be high
for some groups of people. Importantly, the type and level of co-payment often
varies significantly across social insurance schemes and funds, especially for
medical products, exacerbating inequality in access to health care.

Co-payments for prescribed medicines, however, are uniform across the
country, and their design is generally more protective than the design of co-
payments for other health services: there is a fixed co-payment per pack (as
opposed to percentage co-payments), with automatic exemptions for some
vulnerable groups of people and an income-related cap per person set at 2%
of net household income.

VHI does not address coverage gaps caused by co-payments, but mainly plays a
supplementary role, allowing people to choose among contracted physicians,
use non-contracted physicians, purchase greater comfort in hospitals and obtain
faster access (i.e. shorter waiting times) to elective treatment in public hospitals.
In 2015, VHI covered around 36% of the population and accounted for about 5%
of total spending on health and 28% of private spending on health.

Self-reported unmet need for health care is very low by EU standards,
including for dental care. Although there is some income inequality in unmet
need for dental care, the gap between rich and poor has narrowed over time.
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Several steps have been taken in recent years to improve equity in the use
of health services and strengthen financial protection, including extending
coverage to previously underserved parts of the population, reducing
co-payments and enhancing protection from co-payments. A process to
harmonize benefits and co-payments across social insurance schemes and
funds was initiated in 2017 and is being implemented gradually.

20



4. Household spending
on health
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In the first part of this section, data from the household budget survey are
used to present trends in household spending on health: that is, out-of-
pocket payments, the formal and informal payments made by people at the
time of using any good or service delivered in the health system. Out-of-
pocket payments that are subsequently reimbursed by social insurance funds
or VHI are not included in the analysis. The section also briefly presents the
role of informal payments and the main drivers of changes in out-of-pocket
payments over time.

4.1 Out-of-pocket payments

The share of households making out-of-pocket payments has risen steadily
over time, rising from 63% in 2004/2005 to 80% in 2014/2015 (Fig. 3).
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Fig. 3. Share of households with and without out-of-pocket payments @ without 00Ps
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Across all three timeframes, households without out-of-pocket payments

are more likely to be poor than rich (Fig. 4). In 2014/2015, around 30% of
households in the poorest quintile had no out-of-pocket payments, compared
to 11% in the richest quintile. Over time, the share of the poorest quintile not
making out-of-pocket payments has fallen considerably.
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The average annual amount spent out-of-pocket on health per person has
increased over time, rising in nominal terms from €411 in 2004/2005 to €532
in 2009/2010 and €615 in 2014/2015. This increase was seen for all quintiles
(Fig. 5.), with the steepest increase between 2004/2005 and 2009/2010
(+29.4%) versus 2009/2010 to 2014/2015 (+15.6%). In relative terms, the
amount spent out-of-pocket payment by the richest quintile reports the
smallest increase over time, whereas the poorer quintiles show a much
steeper increase in annual out-of-pocket spending.

Fig. 5. Annual out-of-pocket spending on health care per person by 2004/2005
consumption quintile . 5009/2010
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Out-of-pocket spending as a share of total household consumption
(spending) steadily increased over time across all quintiles (Fig. 6).
Out-of-pocket payments as a share of household spending were 3.4% in
2004/2005, 3.8% in 2009/2010 and 4.2% in 2014/2015. This is quite high

in comparison to other countries in western Europe. Note that it excludes
household spending on VHI premiums. Fig. 6 shows the quite high increase in
the out-of-pocket share of household spending for the poorest quintile from
3.2% in 2009/2010 to 3.9% in 2014/2015 and the relatively steady share of
out-of-pocket payments of the richest quintile.
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Fig. 6. Out-of-pocket payments for health care as a share of household 2004/2005
consumption by consumption quintile . 5009/2010

@ 20142015

4 Source: authors based on household budget
survey data.

9
®
o 3
©
>
e}
i)
2
g 2
=]
[s)
T

1

0

Total Poorest 2nd 3rd 4th Richest

Fig. 7 presents the breakdown of total out-of-pocket spending by type of
health service. It is important to note the change in the category definition
“dental products” (United Nations Classification of individual consumption
by purpose 6.1.3.2) between the household budget survey of 2004/2005

and 2009/2010, and that of 2014/2015. Statistics Austria reclassified this
category from “medical products” to “dental care”. This hinders any particular
statements about changes over time for the categories “medical products”
and “dental care” separately but allows looking at these categories together.

In 2004/2005 and 2009/2010, the categories “medical products” and
“medicines” together accounted for the largest share (about 65%) of out-
of-pocket payments. During this period, the medicines share fell from 33%
to 23% of all out-of-pocket payments, while the medical products share rose
from 32% to 44%, perhaps due to cuts in the legal minimum benefits for
eye care in 2005 (§137 paragraph 2a ASVG) and the introduction of a cap on
prescription fees in 2008.

From 2009/2010 to 2014/2015, out-of-pocket spending shifted from the
category “medical products” to “dental care”, because of the reclassification of
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“dental products”. In 2014/2015, medicines and dental care accounted for the
largest share of out-of-pocket spending. The inpatient and diagnostic tests
share of out-of-pocket payments did not change over time.
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Fig. 7. Breakdown of total out-of-pocket spending by type of health care
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Fig. 8 reports the breakdown of total out-of-pocket spending by type of
health care and quintile. In 2014/2015, medicines, dental care and medical
products accounted for the largest share of out-of-pocket spending for all
quintiles. Out-of-pocket payments for medicines were 32% of total out-
of-pocket spending in the poorest quintile and 21% in the richest quintile.
Medical products showed a similar variance, at 25% in the poorest (29% in
the second) quintile and 15% in the richest quintile. Dental care accounted
for a larger share of out-of-pocket spending in the richest quintile than in the
poorest quintile.

These findings remain quite stable over time, except for the categories
medicines and medical products. From 2004/2005 to 2009/2010, the share

of medical products increased substantially (20% for the poorest and second
quintiles, 15% for the third and fourth quintiles, and about 6% for the richest
quintile). The share of medicines declined to this same extent. One possible
explanation for this development could be the cut in the value-added tax rate
(from 20% to 10%) for over-the-counter medicines in 2009 (WKO, 2017) and
the introduction of a cap on prescription fees in 2008.
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Out-of-pocket spending on medical products nearly doubled in nominal
terms from 2004/2005 to 2009/2010 (Fig. 9). A possible explanation for

this development may be the cutback in the legal minimum benefits for
vision aids in 2005 (§137 paragraph 2a ASVG). Out-of-pocket spending on
diagnostic tests also increased substantially, but from a lower starting point
than medical products. Average annual out-of-pocket spending on inpatient
and outpatient care slightly increased. Note that the substantial absolute
increase in spending on dental care and the decrease on medical products
from 2009/2010 to 2014/2015 is because of the classification change.
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Fig 9. Annual out-of-pocket spending on health care per person by type of
health care
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Fig. 10 shows how the average annual out-of-pocket spending on medicines
is higher among richer quintiles. A drop in average annual spending on
medicines is observed across all quintiles from 2004/2005 to 2009/2010.
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Fig. 10. Annual out-of-pocket spending on health care per person by type 2004/2005

of health care and consumption quintile
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4.2 Informal payments

The main reason for informal payments in Austria is to obtain preferential,
faster treatment, particularly for inpatient care (Hofmarcher & Quentin,
2013). Surveys in Lower Austrian hospitals have found that shorter waiting
times for elective operations were offered to 8% of respondents in return
for private payments, while 15% indicated that the service provider had
suggested visiting a private clinic to get an earlier operation date (Czypionka
et al., 2013). Research identifying considerable differences in waiting times
for elective surgery across the states (Ldnder) has also found that some
physicians offer a reduction in waiting time in return for patients paying a
private supplement or making a private visit (Czypionka et al., 2007).

A 2017 Special Eurobarometer report on corruption found that 9% of survey
respondents in Austria who had visited a public health care provider in
the previous 12 months reported having had to make an extra payment or

give a valuable gift to a nurse or doctor, or make a donation to the hospital
(European Commission, 2017). This is above the EU average of 4%.

4.3 What drives changes in
out-of-pocket payments?

Public spending on health per person has increased steadily over time,

although the rate of increase slowed after 2008 (Fig. 11). Per person spending

out-of-pocket and through VHI has also increased over time, but at a slower
rate than public spending.
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Fig. 11. Spending on health per person by financing scheme, 2000-2015
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The out-of-pocket payment share of total spending on health increased
between 2000 and 2004 (data not shown), fell between 2004 and 2009 and
has since increased slightly (Fig. 12). At 18% in 2015, it is higher than in most
EU15 countries.
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Fig. 12. Out-of-pocket payments as a share of total spending on health,
2004-2015
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4.4 Summary

Household budget survey data indicate that the share of households

spending out-of-pocket on health has increased substantially over time, rising

from 63% in 2004/2005 to 80% in 2014/2015. This increase took place across
all quintiles. The share of the poorest quintile spending out-of-pocket rose
from 48% in 2004/2005 to 68% in 2014/2015.

Not only is a greater share of households spending out of pocket on health
now than previously, the average annual amount spent out-of-pocket — per
person and as a share of total household spending - has increased steadily
over time for all quintiles. This increase was particularly sharp among the
poorest quintile.

Out-of-pocket payments are mainly spent on dental care, medicines and
medical products. There is some variation in spending across quintiles. The
largest share of out-of-pocket payments was spent on medicines and medical
products among the poorer quintiles and on dental care in the richest quintile.

Informal payments are present in the health system, mainly to give people
preferential, faster access to treatment. A 2017 EU-wide survey found 9% of
respondents in Austria had incurred informal payments. This is above the EU
average of 4%.

National health accounts data also show an increase in out-of-pocket
payments per person over time. At 18% in 2015, the out-of-pocket share of
total spending on health in Austria is higher than in most EU15 countries.
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This section uses data from the Austrian household budget survey to assess
the extent to which out-of-pocket payments result in financial hardship

for households who use health services. The section shows the relationship
between out-of-pocket spending on health and risk of impoverishment, and
presents estimates of the incidence, distribution and drivers of catastrophic
out-of-pocket payments.

5.1 How many households experience
financial hardship?

5.1.1 Out-of-pocket payments and risk of impoverishment

Fig. 13 shows the share of households at risk of impoverishment after out-
of-pocket spending on health. The poverty line reflects the cost of spending
on basic needs (food, rent and utilities) among a relatively poor part of the
Austrian population (households between the 25th and 35th percentiles of
the consumption distribution, adjusted for household size and composition).
The monthly cost of meeting these basic needs - the basic needs line — was
€606 per month in 2004/2005, €679 in 2009/2010 and €715in 2014/2015.

In 2014/2015, 2% of all households were further impoverished, impoverished
or at risk of impoverishment after out-of-pocket payments. The share of further
impoverished households has nearly doubled over time, rising from 0.4% in
2004/2005 to 0.8% in 2014/2015. The share of households impoverished after
out-of-pocket payments rose between 2009/2010 and 2014/2015, but from a
very low base. The share of households at risk of impoverishment has increased
slightly from 0.8% in 2004/2005 to 1% in 2014/2015.
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5.1.2 Catastrophic out-of-pocket payments

Households with catastrophic out-of-pocket payments are defined as
those who spend more than 40% of their capacity to pay on out-of-pocket
payments; this includes impoverished as well as further impoverished
households. The share of households with catastrophic out-of-pocket
payments did not change between 2004/2005 and 2009/2010 and then
increased from 2.1% in 2009/2010 to 3.2% in 2014/2015 (Fig. 14).
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Fig. 14. Share of households with catastrophic out-of-pocket payments
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Source: authors based on household budget
survey data.
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5.2 Who experiences financial
hardship?

In all three timeframes, around half of all households with catastrophic
spending are already poor or at risk of poverty after out-of-pocket payments.
Over time, the share of households who are further impoverished has

increased, rising from 19% to 24% of households with catastrophic spending
on health (Fig. 15).
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Fig. 16 shows that the incidence of catastrophic payments is highly
concentrated among the poorest quintile. The share of the poorest quintile
with catastrophic spending nearly doubled between 2009/2010 and
2014/2015, rising from 1.3% to 2.2%. The increase in the overall incidence
of catastrophic out-of-pocket payments was nearly entirely driven by this
increase in the poorest quintile.
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Fig. 16. Share of households with catastrophic spending by consumption
quintile
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Catastrophic out-of-pocket payments are also heavily concentrated among
older people (aged over 60), households with children under 13 years,
pensioners and employees (Fig. 17).
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Fig. 17. Breakdown of households with catastrophic spending by age,
household structure and economic activity
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5.3 Which health services are
responsible for financial protection?

Overall, the largest areas of catastrophic out-of-pocket spending are dental
care, medicines and medical products (Fig. 18). Between 2004/2005 and
2009/2010 the share of medical products increased from 23.8% to 37.2%.
The change in the category definition of “dental products” makes the
development from 2009/2010 to 2014/2015 less clear. Medical products
and dental care together increased from 51.5% in 2004/2005 to 61.9% in
2009/2010, and then dropped to 39.2% in 2014/2015. The increase in the
share of medical products may result from a cutback of the legal minimum
benefits for vision aids in 2005 (§137 paragraph 2a ASVG).

Between 2009/2010 and 2014/2015, the share of catastrophic out-of-pocket
payments on inpatient care, outpatient care and diagnostic tests increased,
pushing down the other shares. The share of catastrophic spending on
medicines decreased between 2004/2005 and 2014/2015, probably due to
the cut in the value-added tax rate for medicines in 2009 and the introduction
of a cap on co-payments for prescribed medicines in 2008 (WKO, 2017).
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Fig. 18. Breakdown of catastrophic spending by type of health care
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Fig. 19 shows the breakdown of catastrophic spending by type of health

care service and quintile. In 2004/2005 and 2009/2010, the category “dental
care” accounted for the largest share of catastrophic spending of households
within the richest quintile. For poorer households, medical products and
medicines accounted for the largest part of their health care spending in
these periods.
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Fig. 19. Breakdown of catastrophic spending by type of health care and
consumption quintile
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Between 2009/2010 and 2014/2015, the pattern of catastrophic spending

on health care changed, so thatin 2014/2015 the catastrophic expenditures
are somewhat more evenly distributed across the quintiles. Fig. 19 should be
interpreted with caution. The overall share of households with catastrophic
out-of-pocket payments is low, with a small number of observations and high
volatility for some categories.

5.4 How much financial hardship?

Among all households with catastrophic out-of-pocket payments, the
amount spent on health care as a share of total household spending rises
progressively with income (Fig. 20).
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Fig. 20. Out-of-pocket payments as a share of total household spending 2004/2005
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Very poor households — those who are already living below the basic needs
line and are therefore further impoverished after out-of-pocket payments —

spent, on average, 3.5% of their budget on health care in 2014/2015 (Fig. 21).

Although this share has fallen over time (from 5.1% in 2004/2005), it remains
higher than the share spent by further impoverished households in countries
such as France, Germany and the United Kingdom (Fig. 22).
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Fig. 21. Out-of-pocket payments as a share of total household spending
among further impoverished households

2004/2005 2009/2010 2014/2015

Source: authors based on household budget
survey data.
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5.5 International comparison

The incidence of catastrophic out-of-pocket payments is low in Austria in
comparison to many EU countries. However, it seems to be slightly higher in
Austria than in countries such as France, Germany, Slovenia, Sweden and the
United Kingdom (Fig. 22).
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Fig. 22. Incidence of catastrophic spending on health and the out-of-pocket
share of total spending on health in selected European countries, latest
year available

Notes: OOPs: out-of-pocket payments. R2:
coefficient of determination. The OOP data are
for the same year as the catastrophic spending
data. Austria is highlighted in red.

Source: WHO Barcelona Office for Health
Systems Strengthening; WHO (2018).
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5.6 Summary

In 2014/2015, 3.2% of households in Austria experienced catastrophic
out-of-pocket payments. While the incidence of catastrophic out-of-pocket
payments is low in Austria in comparison to many central and eastern
European countries, it is higher than in western European countries such as
France, Germany, Sweden and the United Kingdom.

Households with catastrophic out-of-pocket payments are highly
concentrated among the poorest quintile. They are also heavily concentrated
among older people (aged over 60), households with children under 13 years
and households headed by pensioners and employees. Around half of all
households with catastrophic spending are already poor or at risk of poverty
after out-of-pocket payments. Over time, the share of households with
catastrophic spending on health who are further impoverished after out-of-
pocket payments has increased, rising from 19% to 24%.

The incidence of households with catastrophic spending on health has
increased over time, rising from 2.1% in 2009/2010 to 3.2% in 2014/2015.
This increase is almost entirely the result of a doubling in the incidence of
catastrophic out-of-pocket payments among the poorest quintile.

The largest areas of catastrophic out-of-pocket spending are dental care,
medical products and medicines. An increase in the share of catastrophic
out-of-pocket payments for medical products between 2004/2005 and
2009/2010 may be due to a cut in legal minimum benefits for vision aids in
2005. The share of catastrophic spending on medicines decreased between
2004/2005 and 2014/2015, probably due to the introduction of an income-
related cap on co-payments for prescribed medicines in 2008 and a cut in the
value-added tax rate for medicines in 2009, from 20% to 10%.
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This section considers the factors that may be responsible for financial
hardship caused by out-of-pocket payments in Austria and which may explain
the trend over time. It begins by looking at factors outside the health system
affecting people’s capacity to pay — for example, changes in incomes and the
cost of living — and then looks at factors within the health system.

6.1 Factors affecting people’s capacity
to pay for health care

Household budget survey data indicate an increase in average capacity to
pay across households between 2004/2005 and 2009/2010 (Fig. 23), but
following the 2009 fall in GDP, growth in GDP and household capacity to
pay stagnated. In contrast, average spending to meet basic needs (food,
utilities and housing) has increased across all years. The share of households
living below the basic needs line rose marginally between 2009/2010 and
2014/2015, perhaps due to rising unemployment. The unemployment rate
increased from 4.8% in 2010 to 5.7% in 2015 (Statistics Austria, 2017a).
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Fig. 23. Changes in the cost of meeting basic needs, capacity to pay and the
share of households living below the basic needs line
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National statistics show that the share of people at risk of poverty or social
exclusion is highest for unemployed people, domestic workers, migrants and
people with a low level of education (Statistics Austria, 2017b). Households
with more than two children, single parent households and female
pensioners living alone are also vulnerable (Statistics Austria, 2017b). This may
be partly related to the prevalence of traditional family norms, which result

in women facing considerable problems in building up adequate social rights,
e.g. for retirement (Hofmann & Atzmdiller, 2015). Although the average
pension is well above the national poverty line and the basic needs line used
in this study (Fig. 24), people aged over 60 years account for the largest share
of the poorest quintile, followed by people under 30 (Fig. 25). The latter

may be due to the high unemployment rate among young people (Statistics
Austria, 2017a).

Social protection benefits are relatively high in Austria in comparison to other
EU countries (Eurostat, 2017). The nationally unified needs-based minimum
benefit scheme that came into effect in 2010 expired in 2016. Since then,
each individual state (Land) has reinstated different minimum benefits rules.
Income inequality is a growing issue; the Gini index rose from 28.7 in 2005 to
30.5in 2012 (World Bank, 2017).
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Fig. 25. Breakdown of the poorest consumption quintile by age and economic
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6.2 Health system factors

The following paragraphs look at trends in health spending and health
coverage, then focus in more detail on the three areas that account for the
greatest share of catastrophic spending overall and among the poorest
consumption quintile: dental care, medical products and outpatient medicines.

6.2.1 Health spending

Public spending on health as a share of GDP is lower than Austria can afford
given its level of GDP (Fig. 26) and is also lower than in countries such as
France, Denmark, Germany, the Netherlands and Sweden. In terms of the
breakdown of total spending on health, Austria’s public share is lower than
in countries with a similar level of GDP, while its out-of-pocket share is higher
(Fig. 27), perhaps reflecting the relatively low priority given to the health
sector in allocating public spending. Fig. 28 shows how the health share of
all public spending is low in Austria relative to comparator countries. These
health spending patterns may be one reason why Austria does not seem to
do as well as comparator countries in terms of financial protection.
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Fig. 26. Public spending on health and GDP per person in the EU, 2015

Notes: EU: European Union. GDP: gross domestic
product. PPP: purchasing power parity. Public
refers to all compulsory financing arrangements.
The figure excludes Ireland and Luxembourg.
Austria is shown in red.

Source: WHO (2018).
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Fig. 27. Breakdown of total spending on health by financing scheme, EU15, 2015 . OOPs

I I I I I I I Notes: EU15: European Union Member States
from 1 January 1995 to 30 April 2004. OOP:
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financing arrangements. VHI: voluntary health
insurance. The figure shows current spending on
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Source: WHO (2018).
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6.2.2 Health coverage

Coverage policy has undergone various changes in recent years, mainly
intended to reduce out-of-pocket spending on medicines, on dental care for
children and on outpatient care for civil servants and self-employed people
(Table 3). The main gaps in coverage are summarized in Table 4.

The share of the population covered by publicly financed insurance is high,
ranging from 98% to 99.9% depending on the data source (Muckenhuber
etal., 2011; HVSV, 2017b). The uninsured tend to be poor (Statistics Austria,
2017a) and come from marginalized groups such as migrants without legal
residential status (Muckenhuber et al., 2011).

The two main issues with publicly financed service coverage are the absence
of uniform benefits across the insured population and waiting times for
inpatient care. Benefits vary significantly across social insurance schemes
(outpatient visits, dental care) and, in some cases, across funds in the same
scheme (ASVG). Because the schemes are broadly associated with different
socioeconomic groups, the lack of uniform benefits exacerbates income
inequality in access to health care and may explain income inequality in
unmet need for dental care (Fig. 1).

VHI provides faster access to treatment. It is purchased by around 36% of

the population, but take up is likely to be concentrated among people

with higher socioeconomic status. There is also evidence to suggest people
make informal payments to obtain faster access to treatment. This, and

the presence of co-payments for inpatient care (relatively unusual in EU
countries), may explain why inpatient care accounts for a not insignificant
share of catastrophic out-of-pocket payments overall and among the poorest
quintile (Fig. 18 and 19).

User charges for publicly financed health services are widespread.
Co-payments for dental care and medical products are a clear source of
financial hardship in Austria. In contrast to many countries, however,
medicines are not a major cause of financial hardship in Austria, which
reflects both the relatively robust design of co-payments for medicines — a
uniform policy across the whole population, the use of a fixed co-payment
with exemptions for low-income households and an income-related cap on
co-payments — and weaknesses in the design of co-payments for other health
services, such as substantial variation across groups of people. These coverage
and co-payment design issues are explored in more detail below.

Dental care in Austria is predominantly funded through out-of-pocket
payments. In 2011, 50% of total spending on dental care was out of pocket,
with the remainder coming from public sources (48%) and VHI (2%) (Sanwald &
Theurl, 2016). Household budget survey data show that dental care is the single
largest area of spending among all households with catastrophic out-of-pocket
payments (27% in 2014/2015, Fig. 18) and accounts for a particularly large
share of catastrophic spending among the poorest quintile (36%, Fig. 19).

Dental care coverage and co-payment policies vary across social insurance
funds. Employees and farmers pay low co-payments for basic dental care
(routine conservation and surgery), whereas civil servants and self-employed
people - who are generally higher earners than employees - must make
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percentage co-payments of around 20% of the service price. For other dental
services, however, employee coverage is much less generous than coverage
for richer groups. In the case of orthodontic braces, for example, the Wien
regional employee fund covered up to a maximum benefit of €498 per year;
the Vorarlberg regional employee fund covered up to €830 per year, and civil
servants were covered up to €1328 per treatment in 2016 (LSE, 2017).

This inequality is reflected in the breakdown of out-of-pocket payments

by health service over time. In 2004/2005 and 2009/2010, dental products
were classified as medical products rather than under dental care. For these
years, the share of out-of-pocket spending on dental care among the poorest
quintile of households was close to zero, but was progressively higher for the
other quintiles (Fig. 8). In 2014/2015, dental products were reclassified under
dental care. The share of out-of-pocket spending on dental care among the
poorest quintile rose to 26% and was similar to the share spent by the other
quintiles. This pattern is repeated for the poorest quintile of households with
catastrophic out-of-pocket payments (Fig. 19).

Medical products are another area in which private spending dominates.

In 2015, private spending accounted for 52% of total spending on medical
products vs 48% for public sources (OECD, 2018). Once again, there has
been substantial variation in coverage and co-payment policies, often to
the disadvantage of generally poorer groups of people such as employees.
Low-income people, children under 15 years old and people under 24 years
old and still in education are exempt from co-payments, which is a protective
aspect of co-payment design for medical products. The extent of coverage
—that is, the maximum amount of benefit available — varies enormously not
only across social insurance schemes and funds, but also across products and
regions. In 2017, a process to harmonize benefits across funds was initiated
and is being gradually implemented (HVSV, 2017a).

In contrast to dental care and medical products, outpatient prescribed
medicines are largely publicly financed (Fig. 29). In 2015, public spending
accounted for 88% of total spending on outpatient prescribed medicines
compared to only 48% for dental care and medical products. For this reason,
although household budget survey data indicate that outpatient medicines
account for the second-largest share of out-of-pocket payments in Austria
(26% in 2014/2015), they are a relatively minor share of catastrophic out-of-
pocket payments (14%).
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Fig. 29. Public and private payments for outpatient prescribed medicines,
2004-2014
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The very high share of public spending on prescribed medicines reflects the
design of co-payment policy, which differs from co-payment policy for other
outpatient services in the following ways.

e It is uniform across the population, enhancing equity.

e It uses fixed co-payments per item rather than percentage co-payments,
so the cost to the user is immediately clear, enhancing transparency and
reducing financial uncertainty.

* Low-income people are exempt; in contrast to other services, the exemption
applies to all insured people.

* There is an income-related cap on co-payments per person, of 2% of the
contributor’s net annual income (REGO); in contrast to other services, the
cap applies to all insured people.

The co-payment cap was introduced in 2008. The impact of this change
appears to be reflected in the small reductions in private spending on
outpatient prescribed medicines in 2008 and 2009 (Fig. 29). Household
budget survey data also show reductions in the level of out-of-pocket
spending on outpatient medicines in 2009/2010 compared to 2004/2005 (Fig.
10), in the outpatient medicines share of all out-of-pocket spending (from
33% to 23%, Fig. 7), in the outpatient medicines share of all catastrophic
out-of-pocket payments (from 17% to 11%, Fig. 18) and, most importantly,

in the outpatient medicines share of catastrophic out-of-pocket payments in
the poorest quintile (from 47% to 23%, Fig. 19). These reductions are notable
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given that the share of people aged over 50 in the poorest quintile rose from
38% to 46% during the same period (Fig. 25).

From 1 January 2009, the value-added tax rate for medicines was reduced
from 20% to 10% (WKO, 2017), leading to savings for the social insurance
funds for prescribed medicines (Leonhart, 2009). The value-added tax cut
may explain the drop in public spending on outpatient prescribed medicines
in 2009 (Fig. 29). It would also have reduced the cost of over-the-counter
medicines for households and may have played a role in the reductions in
household spending on outpatient medicines described above. Around 34%
of people reported using non-prescribed medicines in Austria in 2014, which
is very close to the EU28 average (Statistics Austria, 2014). Within Austria, the
use of non-prescribed medicines is higher among richer people due to their
higher use of over-the-counter medicines (Sanwald & Theurl, 2014). In 2014,
the use of non-prescribed medicines ranged from 31% in the poorest income
quintile to 39% in the richest (Statistics Austria, 2014). Mayer & Osterle (2015)
report that people with higher levels of education and income are more likely
to buy non-prescribed medicines, whereas individuals with lower levels of
education and income are more likely to use prescribed medicines.

In spite of relatively strong protection against user charges for outpatient
medicines, household budget survey data show that they account for a
quarter (24%) of catastrophic out-of-pocket payments for households in the
poorest quintile in 2014/2015 (Fig. 19).

6.3 Summary

The increase in the share of households with catastrophic out-of-pocket
payments between 2009/2010 and 2014/2015 is largely the result of a
doubling in the incidence of catastrophic spending on health among the
poorest quintile. This could reflect stagnation in capacity to pay for health
following the economic crisis and, perhaps, a small increase in the share of
people aged over 50 in the poorest quintile, leading to greater need for
health care in this quintile.

Inequality in publicly financed coverage of non-basic dental care and medical
products favours richer households. Limited coverage of dental care is the
most important health system factor leading to financial hardship in Austria,
especially among the poorest quintile.

Although outpatient medicines account for the second-largest share of out-
of-pocket payments in Austria after dental care (26% in 2014/2015), they are
a minor share of catastrophic out-of-pocket payments (14%). This reflects the
fact that the public share of spending on outpatient prescribed medicines is
very high: 88% for outpatient prescribed medicines in 2015 compared to only
48% for dental care and medical products.

In turn, the high share of public spending on outpatient prescribed medicines
reflects the relatively strong design of co-payment policy for outpatient
prescriptions, which is more protective than co-payment policy for other
areas of outpatient care due to: the use of a low fixed co-payment rather
than percentage co-payments; an exemption for low-income households that
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applies to all insured people; and an income-related cap per person that also
applies to all insured people. Also, in contrast to other areas of outpatient

care, co-payments for prescriptions are determined centrally and apply to all
insured people, regardless of insurance scheme or fund or place of residence.

The income-related cap on co-payments for prescriptions introduced in 2008,
combined with the reduction in value-added tax for all medicines that came
into effect at the beginning of 2009, are likely to be behind the absolute fall
in out-of-pocket payments for outpatient medicines between 2004/2005
and 2009/2010 and the reduction in the outpatient medicines share of
catastrophic health spending seen during this period, which was especially
large for the poorest quintile.
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Catastrophic out-of-pocket payments affect the poorest households
the most and are also heavily concentrated among older households and
households with children.

Financial protection has deteriorated over time for the poorest households.
The increase in financial hardship seen between 2009/2010 and 2014/2015

is largely the result of a doubling in the incidence of catastrophic spending

on health among the poorest quintile. This could reflect the impact of the
economic crisis and rising unemployment on households and, perhaps, a small
increase in the share of people aged over 50 in the poorest quintile, leading
to greater need for health care in this quintile.

Dental care is the largest single cause of financial hardship, reflecting
limited coverage and inequalities in coverage that favour richer
households. For the poorest quintile, medical products and outpatient
medicines are the next most important contributors to financial hardship.
Overall, however, outpatient medicines are a relatively minor cause

of financial hardship, even though they are the second-largest area of
out-of-pocket spending on health after dental care. This reflects the

very high share of public spending on outpatient prescriptions (88%)
compared to dental care and medical products (48%), which in turn attests
to the relatively protective design of co-payment policy for outpatient
prescriptions and more recent efforts to reduce out-of-pocket payments for
medicines. The introduction of an income-related cap on co-payments for
outpatient prescriptions in 2008 — combined with a cut in the value-added
tax rate for medicines in 2009 — appears to have led to an absolute fall in
out-of-pocket spending on outpatient medicines between 2009/2010 and
2014/2015 and to a fall in the outpatient medicines share of catastrophic
health spending, especially for the poorest quintile.

To improve financial protection, policy attention should focus on coverage
of dental care and medical products, learning lessons from the protective
features of coverage and co-payment policy for outpatient prescriptions:
the use of a low fixed co-payment rather than percentage co-payments, an
exemption for low-income households that applies to all insured people and
an income-related cap per person that also applies to all insured people. In
contrast to other areas of outpatient care, co-payments for prescriptions

are determined centrally and apply to all insured people, regardless of
insurance scheme or health insurance fund or place of residence, reducing
socioeconomic inequalities in access to health care. The root cause of
variation in coverage and co-payment policy lies in systematic socioeconomic
differences in the membership of the social insurance schemes and the
absence of a risk equalization mechanism to address them, leading to
inequity and inefficiency.

The widespread use of co-payments in the Austrian health system warrants
attention given that financial protection does not appear to be as strong

in Austria as in countries such as France, Germany, Slovenia, Sweden and

the United Kingdom. Policy-makers should carefully consider whether co-
payments are the most effective instrument for addressing inappropriate use
of health services, which is most often driven by supply-side factors. It would
also be good to consider whether the outcome - the shifting of financial risk
onto people in need of health care, leading to financial hardship, especially
for poorer households - is desirable.
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Policy choices are important to guarantee better financial protection.
Ensuring that low-income households are systematically exempt from

all co-payments, and extending the income-related cap on co-payments
for outpatient prescriptions to co-payments for all health services, would
improve financial protection, especially for poorer people. Some of this
improvement could be financed by redistribution across social insurance
schemes through a risk equalization mechanism, and through better use of
existing public resources.
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Annex 1. Household budget surveys
in Europe

What is a household budget survey? Household budget surveys are
national sample surveys that aim to measure household consumption of
goods and services over a given period of time. In addition to information
about consumption expenditure, they include information about
household characteristics.

Why are they carried out? Household budget surveys provide valuable
information on how societies and people use goods and services to meet
their needs and preferences. In many countries, the main purpose of a
household budget survey is to calculate weights for the Consumer Price Index,
which measures the rate of price inflation as experienced and perceived by
households (Eurostat, 2015). Household budget surveys are also used by
governments, research entities and private firms wanting to understand
household living conditions and consumption patterns.

Who is responsible for them? Responsibility for household budget surveys
usually lies with national statistical offices.

Are they carried out in all countries? Almost every country in Europe
conducts a household budget survey (Yerramilli et al., 2018).

How often are they performed? EU countries conduct a household budget
survey at least once every five years, on a voluntary basis, following an
informal agreement reached in 1989 (Eurostat, 2015). Many countries in
Europe conduct them at more frequent intervals (Yerramilli et al., 2018).

What health-related information do they contain? Information on
household consumption expenditure is gathered in a structured way, usually
using the United Nations Classification of Individual Consumption According
to Purpose (COICOP). Information on health-related consumption comes
under COICOP code 6, which is further divided into three groups, as shown

in Table A1.1. In this study, health-related information from household
budget surveys is divided into six groups (with corresponding COICOP codes):
medicines (06.1.1), medical products (06.1.2 and 06.1.3), outpatient care
(06.2.1), dental care (06.2.2), diagnostic tests (06.2.3) and inpatient care (06.3).

Surveys will usually specify that household spending on health services should
be net of any reimbursement to the household from a third party such as the
government, a health insurance fund or a private insurance company. Some
surveys ask households about spending on voluntary health insurance, but
this is reported under a different COICOP code (12.5.3 Insurance connected
with health, which covers “Service charges for private sickness and accident
insurance”) (United Nations Statistics Division, 2018).

Are household budget surveys comparable across countries? Household
budget surveys vary across countries in terms of frequency, timing, content
and structure. These differences limit comparability. Even among EU
countries, where there have been sustained efforts to harmonize data
collection, differences remain.
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An important methodological difference in quantitative terms is owner-
occupier imputed rent. Not all countries impute rent and, among those
that do, the methods used to impute rent vary substantially (Eurostat,
2015). In this series, imputed rent is excluded when measuring total

household consumption.
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Table A1.1. Health-related consumption expenditure in household budget

surveys

Source: United Nations Statistics Division (2018).

COICOP codes

Includes

Excludes

06.1 Medical products,
appliances and equipment
06.1.1 Pharmaceutical products
06.1.2 Other medical products
06.1.3 Therapeutic appliances
and equipment

This covers medicaments, prostheses, medical appliances and
equipment and other health-related products purchased by
individuals or households, either with or without a prescription,
usually from dispensing chemists, pharmacists or medical
equipment suppliers. They are intended for consumption or use
outside a health facility or institution.

Products supplied directly to outpatients
by medical, dental and paramedical
practitioners or to inpatients by hospitals
and the like are included in outpatient
services (06.2) or hospital services (06.3).

06.2 Outpatient services
06.2.1 Medical services
06.2.2 Dental services
06.2.3 Paramedical services

This covers medical, dental and paramedical services delivered to
outpatients by medical, dental and paramedical practitioners and
auxiliaries. The services may be delivered at home or in individual
or group consulting facilities, dispensaries and the outpatient
clinics of hospitals and the like. Outpatient services include the
medicaments, prostheses, medical appliances and equipment and
other health-related products supplied directly to outpatients by
medical, dental and paramedical practitioners and auxiliaries.

Medical, dental and paramedical services
provided to inpatients by hospitals and the
like are included in hospital services (06.3).

06.3 Hospital services

Hospitalization is defined as occurring when a patient is
accommodated in a hospital for the duration of the treatment.
Hospital day care and home-based hospital treatment are
included, as are hospices for terminally ill persons. This group
covers the services of general and specialist hospitals; the

services of medical centres, maternity centres, nursing homes

and convalescent homes that chiefly provide inpatient health
care; the services of institutions serving older people in which
medical monitoring is an essential component; and the services
of rehabilitation centres providing inpatient health care and
rehabilitative therapy where the objective is to treat the patient
rather than to provide long-term support. Hospitals are defined as
institutions that offer inpatient care under the direct supervision
of qualified medical doctors. Medical centres, maternity centres,
nursing homes and convalescent homes also provide inpatient
care, but their services are supervised and frequently delivered by
staff of lower qualification than medical doctors.

This group does not cover the services

of facilities (such as surgeries, clinics

and dispensaries) devoted exclusively to
outpatient care (06.2). Nor does it include
the services of retirement homes for older
people, institutions for disabled people and
rehabilitation centres providing primarily
long-term support (12.4).
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Annex 2. Methods used to measure
financial protection in Europe

Background

The indicators used for monitoring financial protection in Europe are adapted
from the approach set out in Xu et al. (2003, 2007). They also draw on
elements of the approach set out in Wagstaff & Eozenou (2014). For further
information on the rationale for developing a refined indicator for Europe,
see Thomson et al. (2016).

Data sources and requirements

Preparing country-level estimates for indicators of financial protection requires
nationally representative household survey data that includes information on
household composition or the number of household members.

The following variables are required at household level:
¢ total household consumption expenditure;
¢ food expenditure (excluding tobacco and alcohol if possible) ;

¢ housing expenditure, disaggregated by rent and utilities (such as water, gas,
electricity and heating); and

¢ health expenditure (out-of-pocket payments), disaggregated by type of
health care good and service.

Information on household consumption expenditure is gathered in a
structured way, usually using the United Nations Classification of Individual
Consumption According to Purpose (COICOP) (United National Statistics
Division, 2018).

If the survey includes a household sampling weight variable, calculations
should consider the weight in all instances. Information on household or
individual-level characteristics such as age, sex, education and location are
useful for additional equity analysis.

Defining household consumption expenditure variables

Survey data come in various time units, often depending on whether the
reporting period is 7 days, 2 weeks, 1 month, 3 months, 6 months or 1 year.

It is important to convert all variables related to household consumption
expenditure to a common time unit. To facilitate comparison with other
national-level indicators, it may be most useful to annualize all survey data. If
annualizing survey data, it is important not to report the average level of out-
of-pocket payments only among households with out-of-pocket payments, as
this will produce inaccurate figures.
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Total household consumption expenditure not including imputed rent

Household consumption expenditure comprises both monetary and in-kind
payment for all goods and services (including out-of-pocket payments)

and the money value of the consumption of home-made products. Many
household budget surveys do not calculate imputed rent. To maintain
cross-country comparability with surveys that do not calculate imputed
rent, imputed rent (COICOP code 04.2) should be subtracted from total
consumption if the survey includes it.

Food expenditure

Household food expenditure is the amount spent on all foodstuffs by the
household plus the value of the family’s own food production consumed
within the household. It should exclude expenditure on alcoholic beverages
and tobacco. Food expenditure corresponds to COICOP code 01.

Housing expenditure on rent and utilities

Expenditure on rent and utilities is the amount spent by households on rent
(only among households who report paying rent) and on utilities (only among

households who report paying utilities) including electricity, heating and water.

These data should be disaggregated to correspond to COICOP codes 04.1 (for
rent) and 04.4 and 04.5 (for utilities). Care should be taken to exclude spending
on secondary dwellings. Imputed rent (COICOP code 04.2) is not available in all
household budget surveys and should not be used in this analysis.

Health expenditure (out-of-pocket payments)

Out-of-pocket payments refer to formal and informal payments made

by people at the time of using any health service provided by any type of
provider (COICOP code 06). Health services are any good or service delivered
in the health system. These typically include consultation fees, payment

for medications and other medical supplies, payment for diagnostic and
laboratory tests and payments occurring during hospitalization. The latter
may include a number of distinct payments such as to the hospital, to health
workers (doctors, nurses, anaesthesiologists etc.) and for tests. Both cash and
in-kind payments should be included if the latter are quantified in monetary
value. Both formal and informal payments should also be included. Although
out-of-pocket payments include spending on alternative or traditional
medicine, they do not include spending on health-related transportation and
special nutrition. It is also important to note that out-of-pocket payments
are net of any reimbursement to households from the government, health
insurance funds or private insurance companies.

Estimating spending on basic needs and capacity to pay for health care

Basic needs expenditure is a socially recognized minimum level of spending
considered necessary to ensure sustenance and other basic personal needs.
This report calculates household-specific levels of basic needs expenditure
to estimate a household’s capacity to pay for health care. Households whose
total consumption expenditure is less than the basic needs expenditure level
generated by the basic needs line are deemed to be poor.
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Defining a basic needs line

Basic needs can be defined in different ways. This report considers food,
utilities and rent to be basic needs and distinguishes between:

¢ households that do not report any utilities or rent expenses; their basic
needs include food;

¢ households that do not report rent expenses (households that own their
home outright or make mortgage payments, which are not included in
consumption expenditure data), but do report utilities expenses; their basic
needs include food and utilities;

* households that pay rent, but do not report utilities expenditure (for
example, if the reporting period is so short that it does not overlap with
billing for utilities and there is no alternative reporting of irregular
purchases); their basic needs include food and rent;

¢ households that report paying both utilities and rent, so that their basic
needs include food, utilities and rent.

Adjusting households’ capacity to pay for rent (among renters) is important.
Household budget surveys consider mortgages to be investments, not
consumption expenditure. For this reason most do not collect household
spending on mortgages. Without subtracting some measure of rent expenditure
from those who rent, renters will appear to be systematically wealthier (and have
greater capacity to pay) than identical households with mortgages.

To estimate standard (normative) levels of basic needs expenditure,

all households are ranked based on their per (equivalent) person total
consumption expenditure. Households between the 25th and 35th
percentiles of the total sample are referred to as the representative sample
for estimating basic needs expenditure. It is assumed that they are able to
meet, but not necessarily exceed, basic needs for food, utilities and rent.

In some countries it is common to finance out-of-pocket payments from
savings or borrowing, which might artificially inflate a household’s
consumption and affect household ranking. Where this is an issue, it may be
preferable to rank households by per equivalent person non-out-of-pocket
payment consumption expenditure.

Calculating the basic needs line

To begin to calculate basic needs, a household equivalence scale should be used
to reflect the economy scale of household consumption. The Organisation for
Economic Co-operation and Development equivalence scale (the Oxford scale)
is used to generate the equivalent household size for each household:

equivalent household size = 1 + 0.7*(number of adults - 1)
+ 0.5*(number of children under 13 years of age)

Each household’s total consumption expenditure (less imputed rent), food
expenditure, utilities expenditure and rent expenditure is divided by the
equivalent household size to obtain respective equivalized expenditure levels.
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Households whose equivalized total consumption expenditure is between
the 25th and 35th percentile across the whole weighted sample are the
representative households used to calculate normative basic needs levels.
Using survey weights, the weighted average of spending on food, utilities and
rent among representative households that report positive values for food,
utilities and rent expenditure, respectively, gives the basic needs expenditure
per (equivalent) person for food, utilities and rent.

Note again that households that do not report food expenditure are
excluded as this may reflect reporting errors. For households that do not
report any rent or utilities expenses, only the sample-weighted food basic
needs expenditure is used to represent total basic needs expenditure per
(equivalent) person. For households that report utilities expenditures

but do not report any rent expenses, the two basic needs expenditure
sample-weighted averages for food and utilities are added to calculate
total basic needs expenditure per (equivalent) person. For households that
report rent expenditures but do not report any utilities expenses, the two
basic needs expenditure sample-weighted averages for food and rent are
added to calculate total basic needs expenditure per (equivalent) person.
For households that report both rent and utilities, the three basic needs
expenditure sample-weighted averages for food, utilities and rent are added
to calculate total basic needs expenditure per (equivalent) person.

Calculating basic needs expenditure levels for each household

Calculate the basic needs expenditure specific to each household by
multiplying the total basic needs expenditure per (equivalent) person

level calculated above by each household'’s equivalence scale. Note that a
household is regarded as being poor when its total consumption expenditure
is less than its basic needs expenditure.

Capacity to pay for health care

This is defined as non-basic needs resources used for consumption
expenditure. Some households may report total consumption expenditure
that is lower than basic needs expenditure, which defines them as being
poor. Note that if a household is poor, capacity to pay will be negative after
subtracting the basic needs level.

Estimating impoverishing out-of-pocket payments

Measures of impoverishing health spending aim to quantify the impact of
out-of-pocket payments on poverty. For this indicator, households are divided
into five mutually exclusive categories based on their level of out-of-pocket
payments in relation to the basic needs line.

No out-of-pocket payments are those households that report no health
expenditure.

Not at risk of impoverishment after out-of-pocket payments are non-poor
households with out-of-pocket payments that do not push them below the
multiple of the basic needs line.
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At risk of impoverishment after out-of-pocket payments are non-poor
households with out-of-pocket payments that push them below a multiple of
the basic needs line. This review uses a multiple of 120%, but the author also
prepared estimates using 105% and 110%.

Impoverished after out-of-pocket payments are non-poor households that are
pushed into poverty after paying out of pocket for health services. For them,
the ratio of out-of-pocket payments to capacity to pay is greater than one. In
the exceptional case that capacity to pay is zero and out-of-pocket payments
are greater than zero, a household would be considered to be impoverished
by out-of-pocket payments.

Further impoverished after out-of-pocket payments are households already
below the basic needs line with out-of-pocket payments. Any household
whose ratio of out-of-pocket payments to capacity to pay is less than zero
(that is, negative) is pushed further into poverty by out-of-pocket payments.

Estimating catastrophic out-of-pocket payments

Catastrophic out-of-pocket payments are measured as out-of-pocket
payments that equal or exceed some threshold of a household’s capacity to
pay. Thresholds are arbitrary. The threshold used most often with capacity to
pay measures is 40%. This review uses 40% for reporting purposes, but the
author also prepared estimates using thresholds of 20%, 25% and 30%.

Households with catastrophic out-of-pocket payments are defined as:

e those with out-of-pocket payments greater than 40% of their capacity to
pay; this includes all households who are impoverished after out-of-pocket
payments, because their ratio of out-of-pocket payments to capacity to pay
is greater than one; and

e those with out-of-pocket payments whose ratio of out-of-pocket payments
to capacity to pay is less than zero (negative) — that is, all households who
are further impoverished after out-of-pocket payments.

Households with non-catastrophic out-of-pocket payments are defined
as those with out-of-pocket payments that are less than the pre-defined
catastrophic spending threshold.

For policy purposes it is useful to identify which groups of people are more or
less affected by catastrophic out-of-pocket payments (equity) and which health

services are more or less responsible for catastrophic out-of-pocket payments.

Distribution of catastrophic out-of-pocket payments

The first equity dimension is expenditure quintile. Expenditure quintiles
are determined based on equivalized per person household expenditure.
Household weights should be used when grouping the population by
quintile. Countries may find it relevant to analyse other equity dimensions
such as differences between urban and rural populations, regions, men and
women, age groups and types of household.
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In some countries it is common to finance out-of-pocket payments from
savings or borrowing, which might artificially inflate a household’s
consumption and affect household ranking. Where this is an issue, it may be
preferable to calculate quintiles based on non-health equivalized per person
household expenditure.

Structure of catastrophic out-of-pocket payments

For households in each financial protection category, the percentage of out-
of-pocket payments on different types of health goods and services should be
reported, if the sample size allows, using the following categories, with their
corresponding COICOP categorization: medicines (06.1.1), medical products
(06.1.2 and 06.1.3), outpatient care (06.2.1), dental care (06.2.2), diagnostic
tests (06.2.3) and inpatient care (06.3). Where possible, a distinction should be
made between prescription and over-the-counter medicines.
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Annex 3. Regional and global
financial protection indicators

WHO uses regional and global indicators to monitor financial protection in
the European Region, as shown in Table A3.1.
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Table A3.1. Regional and global financial protection indicators in the
European Region

Regional indicators (R1, R2) Global indicators (G1-G4)

Catastrophic out-of-pocket payments

Indicator G1: the proportion of the population
with large household expenditure on health as a
share of total household consumption or income
(greater than 10% or 25% of total household
consumption or income)

Indicator R1: the proportion of households
with out-of-pocket payments greater than 40%
of household capacity to pay

Impoverishing out-of-pocket payments

Indicator R2: risk of poverty due to out-
of-pocket payments — the proportion
of households further impoverished,

Indicator G2: changes in the incidence
and severity of poverty due to household
expenditure on health using an international

impoverished, at risk of impoverishment or not
at risk of impoverishment after out-of-pocket

payments using a country-specific line based on
household spending to meet basic needs (food,

poverty line of PPP-adjusted US$ 1.90 per
person per day

Indicator G3: changes in the incidence

housing and utilities) and severity of poverty due to household
expenditure on health using an international
poverty line of PPP-adjusted US$ 3.10 per

person per day

Indicator G4: changes in the incidence

and severity of poverty due to household
expenditure on health using a relative poverty
line of 60% of median consumption or income
per person per day

Regional indicators

Indicators R1 and R2 reflect a commitment to the needs of European Member
States. They were developed by the WHO Barcelona Office for Health Systems
Strengthening (part of the Division of Health Systems and Public Health in the
WHO Regional Office for Europe), at the request of the WHO Regional Director
for Europe, to meet demand from Member States for performance measures
more suited to high- and middle-income countries and with a stronger focus on
pro-poor policies, in line with Regional Committee resolutions (see Annex 2).

At the regional level, WHO's support for monitoring financial protection is
underpinned by the Tallinn Charter: Health Systems for Health and Wealth,
Health 2020 and resolution EUR/RC65/R5 on priorities for health systems
strengthening in the WHO European Region 2015-2020, all of which include
the commitment to work towards a Europe free of impoverishing payments
for health.

Note: PPP: purchasing power parity.

Sources: WHO headquarters and WHO Regional
Office for Europe.
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Global indicators

Indicators G1-G4 reflect a commitment to global monitoring. They enable the
performance of Member States in the European Region to be easily compared
to the performance of Member States in the rest of the world.

At the global level, support by WHO for the monitoring of financial
protection is underpinned by World Health Assembly resolution WHA64.9
on sustainable health financing structures and universal coverage, which was
adopted by Member States in May 2011. More recently, with the adoption
of the 2030 Agenda for Sustainable Development and its concomitant
Sustainable Development Goals (SDGs) in 2015, the United Nations has
recognized WHO as the custodian agency for SDG3 (Good health and well-
being: ensure healthy lives and promote well-being for all at all ages) and
specifically for target 3.8 on achieving universal health coverage, including
financial risk protection, access to quality essential health care services and
access to safe, effective, quality and affordable essential medicines and
vaccines for all. Target 3.8 has two indicators: 3.8.1 on coverage of essential
health services and 3.8.2 on financial protection when using health services.

The choice of global or regional indicator has implications for policy

Global and regional indicators provide insights into the incidence and
magnitude of financial hardship associated with out-of-pocket payments for
health, but they do so in different ways. As a result, they may have different
implications for policy and suggest different policy responses.

For example, global indicator G1 defines out-of-pocket payments as
catastrophic when they exceed a fixed percentage of a household's
consumption or income (its budget). Applying the same fixed percentage
threshold to all households, regardless of wealth, implies that very poor
households and very rich households spending the same share of their
budget on health will experience the same degree of financial hardship.

Global studies find that this approach results in the incidence of catastrophic
out-of-pocket payments being more concentrated among richer households
(or less concentrated among poorer households) (WHO & World Bank 2015;
2017). With this type of distribution, the implication for policy is that richer
households are more likely to experience financial hardship than poorer
households. The appropriate policy response to such a finding is not clear.

In contrast, to identify households with catastrophic out-of-pocket payments,
regional indicator R1 deducts a standard amount representing spending on
three basic needs — food, housing (rent) and utilities — from each household’s
consumption expenditure. It then applies the same fixed percentage
threshold to the remaining amount (which is referred to as the household’s
capacity to pay for health care). As a result, although the same threshold

is applied to all households, the amount to which it is applied is now
significantly less than total household consumption for poorer households
but closer to total household consumption for richer households. This

implies that very poor households spending small amounts on out-of-pocket
payments, which constitute a relatively small share of their total budget, may
experience financial hardship, while wealthier households are assumed to not
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experience hardship until they have spent a comparatively greater share of
their budget on out-of-pocket payments.

This approach results in the incidence of catastrophic out-of-pocket payments
being highly concentrated among poor households in all countries. For
countries seeking to improve financial protection, the appropriate response
to this type of distribution is clear: design policies that protect poorer
households more than richer households.

Recent global studies most commonly report impoverishing out-of-pocket
payments using absolute international poverty lines set at US$ 1.90 or

US$ 3.10 a day in purchasing power parity (indicators G2 and G3) (WHO &
World Bank 2015; 2017). These poverty lines are found to be too low to be
useful in Europe, even among middle-income countries. For example, the
most recent global monitoring report suggests that in 2010 only 0.1% of the
population in the WHO European Region was impoverished after out-of-
pocket payments using the US$ 1.90 a day poverty line (0.2% at the US$ 3.10
a day poverty line) (WHO & World Bank, 2017).

European studies make greater use of national poverty lines or poverty

lines constructed to reflect national patterns of consumption (Yerramilli

et al., 2018). While national poverty lines vary across countries, making
international comparison difficult, poverty lines constructed to reflect
national patterns of consumption - such as that which is used as the poverty
line for the regional indicator R2 — facilitate international comparison
(Saksena et al., 2014).
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Can people afford to pay for health care in Austria?

Annex 4. Glossary of terms

Ability to pay for health care: Ability to pay refers to all the financial
resources at a household’s disposal. When monitoring financial protection,
an ability to pay approach assumes that all of a household’s resources are
available to pay for health care, in contrast to a capacity to pay approach (see
below), which assumes that some of a household’s resources must go towards
meeting basic needs. In practice, measures of ability to pay are often derived
from household survey data on consumption expenditure or income and may
not fully capture all of a household’s financial resources- for example, savings
and investments.

Basic needs: The minimum resources needed for sustenance, often
understood as the consumption of goods such as food, clothing and shelter.

Basic needs line: A measure of the level of personal or household income or
consumption required to meet basic needs such as food, housing and utilities.
Basic needs lines, like poverty lines, can be defined in different ways. They

are used to measure impoverishing out-of-pocket payments. In this study the
basic needs line is defined as the average amount spent on food, housing and
utilities by households between the 25th and 35th percentiles of the household
consumption distribution, adjusted for household size and composition. Basic
needs line and poverty line are used interchangeably. See poverty line.

Budget: See household budget.

Cap on benefits: A mechanism to protect third party payers such as the
government, a health insurance fund or a private insurance company. A cap
on benefits is a maximum amount a third party payer is required to cover per
item or service or in a given period of time. It is usually defined as an absolute
amount. After the amount is reached, the user must pay all remaining costs.
Sometimes referred to as a benefit maximum or ceiling.

Cap on user charges (co-payments): A mechanism to protect people from
out-of-pocket payments. A cap on user charges is a maximum amount a
person or household is required to pay out of pocket through user charges
per item or service or in a given period of time. It can be defined as an
absolute amount or as a share of a person’s income. Sometimes referred to as
an out of pocket maximum or ceiling.

Capacity to pay for health care: In this study capacity to pay is measured as a
household’s consumption minus a normative (standard) amount to cover basic
needs such as food, housing and utilities. This amount is deducted consistently
for all households. It is referred to as a poverty line or basic needs line.

Catastrophic out-of-pocket payments: Also referred to as catastrophic
spending on health. An indicator of financial protection. Catastrophic out-
of-pocket payments can be measured in different ways. This study defines
them as out-of-pocket payments that exceed 40% of a household’s capacity
to pay for health care. The incidence of catastrophic health spending includes
households who are impoverished (because they no longer have any capacity
to pay after incurring out-of-pocket payments) and households who are
further impoverished (because they have no capacity to pay from the outset).
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Consumption: Also referred to as consumption expenditure. Total household
consumption is the monetary value of all items consumed by a household
during a given period. It includes the imputed value of items that are not
purchased but are procured for consumption in other ways (for example,
home-grown produce).

Co-payments (user charges or user fees): Money people are required to

pay at the point of using health services covered by a third party such as the
government, a health insurance fund or a private insurance company. Fixed
co-payments are a flat amount per good or service; percentage co-payments
(also referred to as co-insurance) require the user to pay a share of the good
or service price; deductibles require users to pay up to a fixed amount first,
before the third party will cover any costs. Other types of user charges include
extra billing (a system in which providers are allowed to charge patients more
than the price or tariff determined by the third party payer) and reference
pricing (a system in which people are required to pay any difference between
the price or tariff determined by the third party payer — the reference price -
and the retail price).

Equivalent adult: To ensure comparisons of household spending account for
differences in household size and composition, equivalence scales are used to
calculate spending levels per equivalent adult in a household. This review uses
the Oxford scale (also known as the Organisation for Economic Co-operation
and Development equivalence scale), in which the first adult in a household
counts as one equivalent adult, subsequent household members aged 13 or
over count as 0.7 equivalent adults and children under 13 years count as 0.5
equivalent adults.

Exemption from user charges (co-payments): A mechanism to protect people
from out-of-pocket payments. Exemptions can apply to groups of people,
conditions, diseases, goods or services.

Financial hardship: People experience financial hardship when out-of-pocket
payments are large in relation to their ability to pay for health care.

Financial protection: The absence of financial hardship when using health
services. Where health systems fail to provide adequate financial protection,
households may not have enough money to pay for health care or to meet
other basic needs. Lack of financial protection can lead to a range of negative
health and economic consequences, potentially reducing access to health
care, undermining health status, deepening poverty and exacerbating health
and socioeconomic inequalities.

Further impoverishing out-of-pocket payments: An indicator of financial
protection. Out-of-pocket payments made by households living below a
national or international poverty line or a basic needs line. A household is
further impoverished if its total consumption is below the line before out-of-
pocket payments and if it then incurs out-of-pocket payments.

Health services: Any good or service delivered in the health system, including
medicines, medical products, diagnostic tests, dental care, outpatient care and
inpatient care. Used interchangeably with health care.
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Household budget: Also referred to as total household consumption. The
sum of the monetary value of all items consumed by the household during a
given period and the imputed value of items that are not purchased but are
procured for consumption in other ways.

Household budget survey: Usually national sample surveys, often carried

out by national statistical offices, to measure household consumption over

a given period of time. Sometimes referred to as household consumption
expenditure or household expenditure surveys. European Union countries are
required to carry out a household budget survey at least once every five years.

Impoverishing out-of-pocket payments: An indicator of financial protection.
Out-of-pocket payments that push people into poverty or deepen their poverty.
A household is measured as being impoverished if its total consumption was
above the national or international poverty line or basic needs line before out-of-
pocket payments and falls below the line after out-of-pocket payments.

Out-of-pocket payments: Also referred to as household expenditure (spending)
on health. Any payment made by people at the time of using any health good
or service provided by any type of provider. Out-of-pocket payments include: (a)
formal co-payments (user charges or user fees) for covered goods and services;
(b) formal payments for the private purchase of goods and services; and (c)
informal payments for covered or privately purchased goods and services. They
exclude pre-payment (for example, taxes, contributions or premiums) and
reimbursement of the household by a third party such as the government, a
health insurance fund or a private insurance company.

Poverty line: A level of personal or household income or consumption
below which a person or household is classified as poor. Poverty lines are
defined in different ways. This study uses basic needs line and poverty line
interchangeably. See basic needs line.

Quintile: One of five equal groups (fifths) of a population. This study
commonly divides the population into quintiles based on household
consumption. The first quintile is the fifth of households with the lowest
consumption, referred to in the study as the poorest quintile; the fifth quintile
has the highest consumption, referred to in the study as the richest quintile.

Risk of impoverishment after out-of-pocket payments: After paying

out of pocket for health care, a household may be further impoverished,
impoverished, at risk of impoverishment or not at risk of impoverishment. A
household is at risk of impoverishment (or not at risk of impoverishment) if
its total spending after out-of-pocket payments comes close to (or does not
come close to) the poverty line or basic needs line.

Universal health coverage: All people are able to use the quality health
services they need without experiencing financial hardship.

Unmet need for health care: An indicator of access to health care. Instances
in which people need health care but do not receive it due to access barriers.

User charges: Also referred to as user fees. See co-payments.

Utilities: Water, electricity and fuels used for cooking and heating.
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