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An essential factor characterizing the social security
of the population in any country is the development
of the health care system, and one of the key factors
determining the above-mentioned development is the
financing of the system. The effectiveness of the funding
of this system depends on such factors as the structure
of the funding, the sources of financing of the elements
of that structure, and of course the extent of the state's
participation in the financing. With the right design of
these factors only, it is possible to achieve the desired
result, but in practice, there are rare cases when we
have maximum efficiency. And there is a need to identify
the main features that hold it back from that desired
state. That is why the article tries to reveal the main
trends and characteristics of the sector's financing in
upper-middle-income countries.

The development of the healthcare system is
one of the cornerstones of any country's social
development. It is with the development of the healthcare
system, that a number of social problems registered in the
country can be solved. Moreover, it is through a sustainable
health care system that these problems can be prevented.
Therefore, the development of the health care system should
be at the top of the list of priorities of each government.
The possible improvement of the healthcare system is
directly related to the funding volumes and mechanisms of
that system. Moreover, the observations of the current part
of the funding volumes in the conditions of the epidemic, as
well as the study of the share of the state participation in it,
are fatally imperative.



Naturally, the funding mechanisms of the system differ in
countries with different levels of development, and this
article attempts to analyze the specifics of this problem
in upper-middle-income countries. The classification of
countries is based on the approach of the World Bank.'
In accordance with this classification, the article considers
indicators of such countries as Armenia, Azerbaijan, Belarus,
Bosnia and Herzegovina, Bulgaria, Georgia, Kazakhstan,
Romania, Serbia and Turkey.

The first indicator to be considered is the ratio of the
Current Health Expenditure (CHE) and the Gross Domestic
Product (GDP), this ratio is presented in Figure 1 for the
listed 10 countries.
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' The official page of the the World Bank, https://datahelpdesk.worldbank.org/
knowledgebase/articles/906519-world-bank-country-and-lending-groups, visited on
01.12.21 9:38 PM
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\ Current Health Expenditure (CHE) / Gross Domestic Product (GDP)*

In 2018 in the countries surveyed, the
Current Health Expenditure (CHE) / Gross
Domestic Product (GDP) ratio fluctuated in
the range of 3-10%. In 2018, current health
expenditures, compared to GDP, recorded
the highest rate in Armenia, where the
rate exceeded 10%. About 9% results were
recorded in Bosnia and Herzegovina, as well
as in Serbia. The three lowest results were
registered in Kazakhstan, Azerbaijan and
Turkey with the indicators of 2.9%, 3.5% and
4.1%, respectively. It is noteworthy that the
higher the value of this ratio, the relatively
good the current funding situation in the
sector. It is obvious from the presented data

9:45 PM

that we have the most desirable situation
in Armenia, and the opposite situation is in
Kazakhstan, Azerbaijan and Turkey.

In addition to the fact that this indicator
should have a relatively high value, it is also
important to analyze what the tendency of
this ratio to change is. In six of ten countries
observed, there is an obvious growth trend,
in one case there is an almost zero growth
trend (these cases are painted green in
Figure 1), and in three countries (Belarus,
Kazakhstan, Turkey) the trend has negative
inclination (these cases are painted red in
Figure 1). As a result, we can conclude that
Kazakhstan and Turkey are in the worst state

*> The official page of The World Health Organization, https://apps.who.int/nha/database/Select/Indicators/en, visited on 01.12.21



among the observed countries in terms of
the current situation and future trends of
this ratio.

However, in addition to the trend, it is
also important to understand the stability
of the changes during the observed period.
We have summarized the observations of the
stability of changes in the RMSE / average
ratio calculations (Table 1).

As we can see, the averages of the series
fluctuate in the range of 3-9%. In the case
of 9 countries, the average index is quite
close to the index of 2018, only in the case of
Armenia, the difference between the two i
ndicators is more than 2%. But there are
serious problems in terms of stability of
changes in indicators. In particular, in the
case of Armenia and Azerbaijan, the RMSE

TABLE 1

/

Product (GDP)®

/ average ratio exceeds 20%, which indicates
that the trends of changes in this indicator
are not very stable. A high rate was also
registered in Kazakhstan (about 14%). In the
case of other countries, the ratio fluctuates
in the range of 5-10%, which indicates that
there is moderate stability of the trend in
these countries.

In order to make a more complete
observation of the current situation, we
consider it necessary to refer to the
structure of current expenditures under
discussion, to understand what part of
current expenditures is financed from
domestic funds in the countries. For this
purpose, in Table 2 we present the Domestic
Health Expenditure (DOM) / Current Health
Expenditure (CHE) ratio for 2018, the

RMSE / average ratio for the Current Health Expenditure (CHE) / Gross Domestic

Armenia 7.93% 25.96%
Azerbaijan 2.86% 21.93%
Belarus 5.65% 5.59%

Bosnia and Herzegovina 8.88% 8.43%
Bulgaria 6.95% 7.11%
Georgia 8.18% B.55%
Kazakhstan 3.26% 13.95%
Romania 5.05% 7.87%

Serbia 8.60% 8.57%

Turkey 4.74% B.74%

TABLE 2

Domestic Health Expenditure (DOM) / Current Health Expenditure (CHE)*

Coun Indicator (2018

Armenia 98.78%
Azerbaijan 99.33%
Belarus 99.71%

Bosnia and Herzegovina 99.58%
Bulgaria 100.00%
Georgia 99.46%
Karakhstan 99.85%
Romania 100.00%

Serbia 99.32%

Turkey 100.00%

93.99% 5.14%
98.71% 0.55%
99.74% 0.14%
98.71% 1.53%
100.00% 0.00%
95.34% 2.44%
99.79% 0.24%
99.91% 0.14%
99.46% 0.35%
100.00% 0.00%

The calculations were made by the authors, data source: The official page of The World Health Organization, https://apps.who.
int/nha/database/Select/Indicators/en, visited on 01.12.21 9:45 PM.
The calculations were made by the authors, data source: The official page of The World Health Organization, https://apps.who.
int/nha/database/Select/Indicators/en, visited on 01.12.21 9:45 PM.
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Product (GDP)®

int/nha/database/Select/Indicators/en, visited on 01.12.21 9:45 PM.

The calculations were made by the authors, data source: The official page of The World Health Organization, https://apps.who.



average ratio of that indicator for 2000-
2018, as well as the RMSE / average ratio.

In all countries surveyed, domestic
sources of funding in the current health
expenditures exceeded 98% in 2018.
Structurally, in Bulgaria, Romania and
Turkey that indicator was 100%, that is
in these countries, the current health
expenditures are made only at the expense
of domestic resources. The only country
where this indicator was less than 99% was
Armenia. Naturally, Armenia has the most
effective structure among the countries
under consideration, as the foreign financing
can lead to a positive multiplier effect, the
same cannot be said for Bulgaria, Romania
and Turkey.

However, it is also interesting what the
tendencies are to change that structure.
In  Armenia, Azerbaijan, Bosnia and
Herzegovina, Georgia and Romania the
Domestic Health Expenditure (DOM) /
Current Health Expenditure (CHE) ratio has
an increasing trend, that is, the structure
in these countries deteriorates under other
equal conditions. In the case of Bulgaria and
Turkey, the index has no tendency to change.
And only in the case of Belarus, Kazakhstan
and Serbia, the structure has a tendency
to improve, as the index under discussion
in this case has a tendency to decline. The
situation is quite effective in terms of stability
of the indicators, as, in particular, in 7 out

TABLE 3

of 10 cases the RMSE / average ratio is less
than 1, and the highest rate was registered
in Armenia, where the rate was around 5%,
which is acceptable.

In the current epidemic, in addition to
the current expenditure dynamics in the
health care system, the stability of changes,
and the expected trends of the indicatior, it
is also important to understand the state of
Domestic  General Government Health
Expenditures in the countries under review.
For this purpose, Figure 2 shows the
Domestic  General Government Health
Expenditure (GGHE-D) / Gross Domestic
Product (GDP) ratio.

Bosnia and Herzegovina tops the list
of the countries with the ratio of Domestic
General Government Health Expenditure
(GGHE-D) / Gross Domestic Product (GDP),
as it was 6.21% in 2018. Clearly low rates
were registered in Azerbaijan, Armenia and
Kazakhstan with 0.93%, 1.24% and 1.78%,
respectively. Naturally, such a low level of
this index is difficult to consider positive
in other equal conditions. However, it is a
positive fact that in Armenia, Azerbaijan,
Bosnia and Herzegovina, Bulgaria, Georgia
and Romania, this indicator has obvious
growth trends (Figure 2 shows these indicators
in green). The trend of changes is negative
in the cases of the other 4 countries (in Figure
2 they are painted red), but in fairness we
should note that in the case of Serbia and

/’ RMSE / average ratio for the Domestic General Government Health Expenditure
(GGHE-D) / Gross Domestic Product (GDP) ratio®
f RMSE / averag

Armenia 1.43% 14.46%
Azerbaijan 0.97% 15.14%
Belarus 3.96% 11.08%

Eosnia and Herzegovina 5.68% 14.36%
Bulgaria 3.95% 7.69%
Georgia 1.77% 38.03%
Kazakhstan 2.07% 11.67%
Romania 3.99%% 28.50%

Serbia 5.36% 8.57%

Turkey 3.49% 9.21%

® The calculations were made by the authors, data source: The official page of The World Health Organization, https://apps.who.
int/nha/database/Select/Indicators/en, visited on 01.12.21 9:45 PM.
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Turkey the inclination of the negative trend
curve is quite low.

Let us now turn to the averages of these
series and the deviations of those indices
from the average (Table 3).

In the case of the average indicator, the
picture is almost the same as in the case
of the indicators of 2018. In particular, the
highest rate was recorded in Bosnia and
Herzegovina, and the lowest in Azerbaijan.
The ratio of averages of these two countries
is about 600%. However, it is important to
assess the stability of the changing dynamics
of the series. From this point of view, the
most volatile situation is in Georgia, with a
ratio of about 38% RMSE / average, but this
instability should not be considered a negative
phenomenon, on the contrary, in this case the
situation is more than positive, as we can say
that It is through the flexibility that Georgia
has managed to secure an acceptable
financing structure for current expenditures
(this has already been presented in the artical).
In general, the high stability of this indicator
indicates that in such countries there is a high
interdependence between the GDP and state
financing, which is not very acceptable for
this sector, since, as in the case of Georgia,
the state should use state financing as aflexible
tool to eliminate the problems of private
funding, while if GDP and state funding
are interdependent, it is difficult to see the
aforementioned use of the tool. It should be
noted that a high level of stability is visible in
Bulgaria, Romania, Serbia and Turkey. The
stability rate in these countries was less than
10%, which, as noted, does not indicate the
most effective situation.

Thus, summarizing the above observations,
based on the experience of 10 uppermiddle-
income countries, we can draw the following
conclusions about the current state funding

of the health care system in countries with

this level of development:

1. In upper-middle-income countries, the
level of current health expenditures
fluctuates between "average" levels
relative to GDP.

2. In most of these countries (70% of
observed  cases), current health
expenditures tend to increase relative to
GDP.

3. These trends are largely shaped by the
stability of changes and, in few cases, by
high volatility.

4. Funding for current health expenditures
in all countries under review is almost
entirely funded internally.

5. This structure has a high degree of
stability.

6. State funding for sector expenditures
is relatively small compared to GDP in
the countries in question. It fluctuates
between the minimum and maximum
thresholds of the lower range.

7. Changes in the volume of state funding
in these countries do not have the same
tendencies. In some countries these
changes have high fluctuation rates
(which is a positive phenomenon), in
some - moderate and in some - low.
However, the presented conclusions are

only generalized statements, and of course,

in every country deviations from general
trends are usually recorded. These deviations
are conditioned by the level of economic
development of a particular country, the
peculiarities of the sphere - problems,
positive or negative regulations of state
policy, etc. However, the analysis shows that
in upper-middle-income countries, there are
some commonalities with the subject matter,
a part of which is presented in the article.
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Amaszacn NAJICTAH
Uccnedosamens uccnedosamenbckozo yeHmpa «Ambepor, A3,
KaHOuOam 3KOHOMUYECKUX HayK

lFaruk BAJAOAH
AcnupaHm kagpedpwi ynpasneHus, Al 2Y
APMEHWA U MNP

MWPOBbIE TEHOEHLLUW TEKYLLETO U TOCYJAPCTBEHHOIO ®HAHCUPOBAHUA
3[,PABOOXPAHEHUA B CTPAHAX C JOXO40M BbILUE CPEAHEIO

CyLiecTBeHHbIM (haKTOPOM, XapaKTepU3YHOLLMM COLManbHYHO 3alLMLLEHHOCTb HaceneHna ntoboii
CTpaHbl, ABNAETCA Pa3BUTUE CUCTEMbI 34,PaBOOXPAHEHUA, @ OBHUM U3 KIHOUEBbIX (PaKTOPOB, OMpPeAenato-
LLMX 3TO pa3BuTHe, ABNAETCA (PUHAHCUPOBaHUE 3Tol cucTeMbl. DPEKTUBHOCTb (PMHAHCMPOBAHUA 3TOM
CHCTEMbI 3aBUCUT OT TaKux (pakTopoB, Kak CTPYKTypa prHAHCUPOBAHWA, UCTOYHWKK PUHAHCUPOBaHUA
371EMEHTOB 3TOW CTPYKTYpPbI U, KOHEYHO, CTEMEHb Y4aCTUA roCyfapcTBa B prHaHCHpPOBaHW. TONbKO Npu
npaBuIbHOM (POPMUPOBaHNK 3THX PaKTOPOB MOKHO [OCTUYb HENaeMoro pesynbrata, HO Ha NpakTuke
6bIBalOT pefKuMe ciyyam, Korja y Hac ecTb MakchmasbHasa adpdpekTnBHOCTb. W Heobxoaumo onpeaenuTsb
OCHOBHble 0COBEHHOCTU, KOTOpbIE YAEPHMBAIOT CUCTEMY OT Kenaemoro coctoAHuA. [lostomy B cTaTbe
AenaeTcA MormbITKa PacKkpbiTb OCHOBHbIE TEHAEHLMU W XapaKTePUCTUKM (PUHAHCUPOBAHWA CeKTopa B
CTpaHax C JOXO[OM BblILLE CPEHETO.

Knioueebie cnosa: 30pasooxpaHeHue, hUHaHCUPOBAHue, CMpPaHbl ¢ 00X00OM Bbluie CpedHezo,
mekyuue pacxodbl, pazsumue, 20cyoapcmseHHoe hUHAHCUPOBAHUE
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