
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Summary 
 
Although many painful reforms have been adopted in Slovakia over the last couple 
of years, the only one which is clearly disliked by the public is the reform of the 
healthcare system. It introduced profit-making and hard budget constraints into the 
system in an effort to increase efficiency, yet did not significantly increase choice or 
responsiveness in insurance coverage and medical treatment. Thanks to the reform, 
the GDP share of public health expenditure decreased and from 2005 onwards the 
system should not generate any new debts. However, according to three different 
measures of efficiency the healthcare system seems to have been performing more 
or less adequately before the reform. The relatively low quality of healthcare 
provision reflected the level of per capita health expenditure, which was among the 
lowest in the EU. Hence, even if increased incentives lead to higher efficiency the 
scope for improvement in the level of services is limited. As a result, given the 
current level of per capita health expenditure the overall quality of healthcare 
provision is likely to remain below people’s expectations.  

 
 
Slovakia – a reform-friendly country 
 
Over the last couple of years Slovakia has undertaken a number of major structural 
reforms. Social benefit, pension and healthcare systems have been reformed, the 
labour market has been made more flexible, the degree of fiscal decentralisation 
has increased significantly and most state-owned enterprises have been fully or 
partially privatised. The main goal of these reforms was to increase efficiency in all 
sectors of the economy, that is, to optimise public expenditure and at the same time 
stimulate incentives to work and invest. As a result, general government deficits 
have decreased continuously, while general government debt has declined sharply. 
The reforms were reflected positively in Slovakia’s credit ratings, which have been 
upgraded by all major agencies.  

 
As the reforms seemed to have followed sound economic principles, they were 
broadly endorsed by all major international organisations. Quite surprisingly, 
considering the experience of other countries, they also seem to have been broadly 
accepted by the majority of the Slovak population, even though they have been 
accompanied by some unpopular measures which are usually viewed as obstacles 
to political acceptability (decreases in social benefits and de jure job security, 
reductions in the network of public healthcare and education facilities, increases in 
the retirement age and in the share of private financing in the healthcare sector). 
According to the public opinion survey conducted in December 2005 by the Institute 
for Public Questions (Inštitút pre Verejné Otázky), all the reforms, apart from the 
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healthcare reform, were viewed as being positive although in need of fine-tuning. 
The healthcare reform was perceived much more negatively than all the other 
reforms and was rejected by a clear majority of respondents.  
 
Table 1: Public approval of the reforms (in %)  

  
The reform is 

good, it should 
remain as it is 

The reform is 
good in 

principle, but it 
should be 
improved 

The reform is 
wrong, it 
should be 

substantially  
revised 

Do 
not 

know 

Decentralisation 
of government 11 49 23 17 

Tax reform 12 45 30 13 
Pension reform 9 44 35 12 
Reform of social 
benefit system 8 41 42 9 

Healthcare 
reform 2 19 74 5 

Source: http://www.ivo.sk/vyskum_slovensko2005.pdf 
 
 
Slovak healthcare reform 
 
With respect to the degree of public control over financing and delivery, healthcare 
systems can be broadly classified in one of the following three models (OECD, 
2003): 
 
• public-integrated model: combining on-budget financing of healthcare 

provision with hospital providers that are part of the general government 
sector; 

• public-contract model: public payers contracting private healthcare providers; 
• private insurance/provider model: combining private insurance with private 

providers. 
 
Before the reform, Slovakia had what was basically a public-integrated model with 
mandatory universal coverage. While the economically active population had to pay 
health insurance the government paid health insurance for the rest of the population 
(children, pensioners and the unemployed). Health insurance was offered by non-
profit public or private entities. Healthcare was provided by public hospitals and 
clinics and by private ambulatory doctors contracted by health insurance companies. 
As public hospitals and clinics were bankruptcy-protected they generated debts. 
Between 2000 and 2002 the healthcare system annually generated new debt 
amounting to around 0.7% of GDP (Miklos et al., 2005). Competition in the health 
insurance market was quite limited since mandatory health insurance contributions 
as well as the minimum level of coverage were fixed irrespective of the health 
insurance chosen by an individual. 
 
The healthcare reform has been gradually implemented since mid-2003. Old debts 
have been taken over by the state. Payments for services related to healthcare 
provision (charges for meals and accommodation in hospitals, various 
administration fees) have been introduced. Non-profit health insurance companies 
as well as most public non-profit bankruptcy-protected healthcare providers have 
been transformed into standard joint-stock companies. Management of small and 
medium-sized hospitals and clinics has been transferred from central to local 
government level. Flexibility in setting the level of public health insurance coverage 
has been formally introduced (Miklos et al., 2005). This last measure remains only a 
theoretical possibility as the level of public health insurance coverage has not yet 
been significantly reduced and this is not on the agenda for 2006 as it is an election 
year.  
 
The reform clearly turned the system away from the public-integrated model and 
closer to a private insurance/provider model while maintaining the mandatory 
universal coverage. According to the OECD, the private insurance/provider models 
have traditionally featured a high degree of choice and responsiveness to patient 
needs while cost control has been weak (OECD, 2003). These can, however, hardly 
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be the result of the current Slovak healthcare reform as the reformed system does 
not allow for differentiation either in mandatory health insurance contributions or in 
the minimum level of coverage (which remain very high and thus do not leave 
sufficient space for supplementary insurance or official out-of-pocket payments for 
medical services) and therefore does not offer much room for choice or 
responsiveness in insurance coverage or medical treatment.   
 
The choice of reform measures seems to be predominantly motivated by the 
government’s desire to improve the efficiency of public spending in the healthcare 
sector. Introduction of payments for services related to healthcare provision should 
limit excessive demand. While old debts have been taken over by the state, the 
possibility of generating new debts is likely to be constrained by the threat of 
bankruptcies faced by the healthcare providers, which have been transformed into 
joint-stock companies. Allowing for profit-making at both health insurance and 
healthcare provision level is supposed to increase the incentives to provide better 
services at lower cost.  
 
Increases in cost-sharing were a common feature of healthcare reforms in many 
OECD countries in the 1990s. However, according to the available empirical 
evidence, the price elasticity of healthcare demand seems to be quite low (OECD, 
2003). Whereas introducing hard budget constraints has been a widely used 
instrument for controlling expenditure in the OECD countries, the measures to 
enhance competition in health insurance and service provision have been far less 
frequent and successful (OECD, 2003). Although competition encourages insurers 
to minimise costs and improve services, it is also likely to be associated with higher 
operating/marketing expenses than a single-insurer model. Tight supply and 
information asymmetries have hindered the materialisation of effective competition 
in service provision (OECD, 2003). Hence, it is doubtful whether the reform can 
significantly improve the efficiency of the Slovak healthcare system. 
 
 
Impact of the reform on total health expenditure 

        
In the period 1998-2003 Slovakia’s GDP share of total official health expenditure 
was the third lowest among the recently acceded Member States from central and 
eastern Europe and 1.8 percentage points below the EU-25 average (Table 2). 
According to the Slovak Ministry of Finance, between 2000 and 2002 the healthcare 
system generated new debts each year amounting to around 0.7% of GDP (Miklos 
et al., 2005). Furthermore, public opinion surveys indicated that the system was 
perceived to suffer from widespread corruption partly motivated by individuals’ 
willingness to pay to obtain better service (World Bank and USAID, 2000). 
  
Table 2: Total (public + private) health expenditure in the RAMS from CEE 
and EU-25      

% of GDP 1998 1999 2000 2001 2002 2003 
1998-

2002/2003 
Average  

Czech 
Republic 6.6 6.6 6.6 6.9 7.0 7.5 6.9 

Estonia 5.6 6.1 5.5 5.1 5.1 : 5.5 
Hungary 7.3 7.4 7.1 7.4 7.8 7.8 7.5 
Latvia 5.8 5.9 5.6 5.4 5.1 : 5.6 
Lithuania 6.2 6.3 6.5 6.3 5.9 : 6.2 
Poland 6.0 5.9 5.7 6.0 6.1 6 6.0 
Slovakia 5.7 5.9 5.7 5.7 5.9 5.9 5.8 
Slovenia 7.8 7.7 8.0 8.3 8.3 : 8.0 
EU-25 7.4 7.5 7.5 7.6 7.8 : 7.6 

Source:  WHO (2005), OECD (2005)  
 
According to the Slovak Ministry of Finance the GDP share of public health 
expenditure decreased from 5.4% in 2003 to 5.1% in 2005 and it is expected to 
remain constant in 2006. Furthermore, from 2005 the system should not produce 
any new debts (Miklos et al., 2005, p. 28). Hence, the healthcare costs borne by the 
state seem to have decreased. On the other hand, according to the Slovak Medical 
Chamber, the GDP share of private health expenditure increased from 0.9% in 2003 
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to 1.3% in 2005. As a result, the GDP share of total health expenditure may have 
remained broadly unchanged. However, official data on total health expenditure 
after 2003 are not yet available. 
 
As most data which could potentially be used to assess the quality of healthcare 
provision are currently only available up to 2003, the analysis must be limited to the 
question of how efficient the Slovak healthcare system was at the outset of the 
reform. Anecdotal evidence suggests that accessibility to healthcare decreased after 
the reform as some departments, clinics and hospitals were closed due to the lack 
of financial coverage. 
   
 
Efficiency of healthcare provision before the reform 
 
As there is no single compound measure of healthcare efficiency three different 
indicators are considered here in an effort to provide a comprehensive picture of the 
Slovak healthcare system before the reform. When analysing the performance of 
healthcare systems, the OECD compares per capita health spending and life 
expectancy at birth across countries. Chart 1 indicates that among OECD member 
states Slovakia was slightly underperforming in terms of life expectancy in 2003. 
Poland was performing a little better than Slovakia, and Hungary worse – despite 
higher health expenditure. The Czech Republic enjoyed higher life expectancy, at 
significantly higher cost. 
 
Chart 1: Life expectancy at birth and per capita health expenditure in 2003 
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Source: OECD (2005)  
 
However, population health-status measures are only indirect measures of health 
system effectiveness and are highly affected by social and environmental risks 
(OECD, 2003). As a result, other possible measures of the performance of 
healthcare systems should be considered. First, the World Competitiveness 
Yearbook (WCY) constructed by the International Institute for Management 
Development (IIMD) in Lausanne offers a ranking of health infrastructure. The WCY 
rankings are based on an in-depth 112-point questionnaire sent to top- and middle 
management in 60 countries. Countries’ rankings in terms of how their health 
infrastructure is perceived to meet the needs of society are compared here to the 
amount of per capita expenditure on health. Chart 2 indicates that Slovakia’s health 
infrastructure ranking was slightly lower than adequate when its per capita health 
expenditure was taken into account. Poland and Hungary were ranked relatively low 
for health infrastructure while Estonia and the Czech Republic were ranked relatively 
high in the light of their total per capita health expenditure.  
 
As survey data might be biased in a number of ways, an alternative measure of 
healthcare system performance based on some “hard” data was also used. Four 
such criteria were considered (Chart 3). Based on countries’ relative performance in 
these four categories in the period 2000-2003 an overall index of healthcare service 
provision was created for the purpose of this Country Focus. Chart 3 suggests that 
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taking into account its per capita health expenditure Slovakia was quite effective in 
providing healthcare services in the period 2000-2003. Poland seems to have 
provided inadequate services according to this indicator while healthcare service 
provision in the Czech Republic was very effective. 
 
Chart 2: Health infrastructure ranking and per capita health expenditure  
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Source: OECD (2005), IIMD (2004), own calculations 
 
Chart 3: Overall index of healthcare service provision and per capita 
health expenditure 
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Note: The overall index is based on countries’ relative performance in the following four 
categories: density of practising physicians per 1000 inhabitants, density of practising nurses 
per 1000 inhabitants, number of computed tomography scanners per million inhabitants and 
number of magnetic resonance imaging units per million inhabitants. 
Source: OECD (2005), own calculations 
 
More studies and tests are obviously necessary in order to provide some definite 
conclusions about the efficiency of countries’ healthcare systems. The criteria used 
here do not systematically suggest that Slovakia’s healthcare system was 
significantly under- or over-performing in terms of its efficiency up to 2003. However, 
due to low per capita health expenditure, the overall quality of healthcare provision 
was relatively low. Since the reform focused on increasing efficiency instead of 
channelling more financial resources into the system it is doubtful whether it could 
have increased the quality of healthcare provision up to the level desired by the 
population.  
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Conclusion 
 
Of all the structural reforms implemented in Slovakia over the last couple of years 
healthcare reform is the only one which seems to be clearly rejected by the public. 
The reform gradually implemented since 2003 has turned the system away from the 
public-integrated model and closer to a private insurance/provider model. However, 
as the levels of mandatory health insurance contributions and minimum healthcare 
provision coverage remain fixed and relatively high the system does not offer much 
room for choice or responsiveness in insurance coverage or medical treatment. The 
reform appears to have been motivated rather by an effort to increase the efficiency 
of healthcare system by allowing for profit-making in health insurance and health 
provision markets.  
 
Thanks to the reform, the GDP share of public health expenditure decreased by 0.3 
percentage points between 2002 and 2005. From 2005 onwards the system should 
not generate any new debts. However, looking at various measures of healthcare 
efficiency, the Slovak system seems to have performed more or less adequately up 
to 2003 given the relatively low level of per capita health expenditure. Therefore, 
although there is probably still some room to improve efficiency it might not be 
possible to attain the quality of services expected by the public without allowing for 
additional official financing of the system through supplementary voluntary 
insurance, out-of-pocket-payments for medical services or a higher public 
contribution on behalf of citizens covered by the state. Obviously, while a higher 
share of private health expenditure could increase the quality of healthcare provision 
for certain parts of the population, it will not make the reform generally any more 
popular.     
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