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Abstract

This study investigates the extent to which equity in the distribution of health and
health care has been achieved in Portugal. It draws on economic methodology from
various sub-areas of the discipline, namely health economics, inequality measurement
and economic philosophy. The study is divided into five main parts. The first provides
background information necessary to an understanding of the health-equity problem in
Portugal. The second part addresses the issue of normative specification of equity
objectives. Part 3 presents methodology designed to measure inequity in the domain of
health, focusing specifically on indices derived from the concentration curve approach.
Part 4 is devoted to empirical analysis of income-related inequity in Portuguese health

and health care. Finally, Part 5 provides further conceptual analysis with a view to

future empirical research.

The study’s core contribution is in developing the concentration curve approach
to measurement of health domain inequity. The normative and statistical properties of
indices used in previous work are clarified and a number of indices that are new to
health economic research are developed. The new measures include generalized
concentration indices that allow for a representation of alternative social judgements on
equality preference, and an index of horizontal inequity in the delivery of care based on
the correspondence of rank positions in the utilization and morbidity distributions. The
study also presents a rationalization of a family of indices that measure the level of
social welfare associated with the health distribution. These indices permit a qualified

trade-off between distributional and aggregative goals, and may be seen as a step toward

integrating equity and efficiency measurement. At the empirical level, the thesis
provides a wider range of applications than is currently available; and examines

extensively the impact of methodological choices on the degree of measured inequity,

an area where past work has been largely silent.



Other themes developed in the thesis are the application of Sen’s capabilities

framework and Grossman’s demand for health model to the study of health domain

Inequity.

The empirical analysis draws on three separate portuguese informational bases:
a large scale health interview survey, routine mortality statistics and two family budget
surveys. The results show, inter alia, that the distribution of ill-health is generally

unfavourable to poorer income groups; that the degree of inequity in infant mortality is
currently much lower than it was in the 1970’s; and that, throughout the 1980’s, the

distribution of family health care payments evolved from being overall progressive to

overall regressive.
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Chapter 1

Introduction

1.1 Purpose, scope and limitations

This study has two main objectives. First, it aims to investigate if, and to what

extent, there exists inequity in the distribution of portuguese health and health care. As

in other countries, policy makers in Portugal have repeatedly shown concern that

fairness obtains in the field of health. In 1979, a National Health Service was created
with the expressed aim of guaranteeing access to health care for all citizens,
independently of their social and economic status (Assembleia da Republica, 1979).
Subsequent governments have maintained this and related commitments. For example,
in 1990 a Law setting out basic principles of health policy considered "equity” to be a
"fundamental objective” (Portugal, 1990); and in 1986, the Secretary of State for Health,
whose party has held power over the last decade, declared that "it will not be as a result
of the Government’s inaction that a ’Portuguese Black Report’ 1s published in the year
2000" (Baptista Pereira, 1986). Despite these manifestations, there have been relatively
few studies that measure the extent to which health-equity objectives are being
achieved.! Furthermore, the research that exists is limited in a number of respects.
Empirical investigation is seldom based on sound theoretical analysis, making it difficult
to extract policy implications; measurement techniques are often crude and

uninformative; and the range of questions that are addressed appear to be simply guided

by ready availability of empirical elements.

The present study aims to redress the lack of suitable information about health

domain inequity in Portugal, by developing and applying a research strategy based on

' Tuse the term "health-equity” as shorthand for "equity in the domain of health”, thus englobing
objectives that pertain to the distribution of either health or health care.
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economic methodology. It begins by tracing out a normative framework that clarifies
concerns expressed in portuguese policy statements. From this framework an agenda
of positive analysis is developed. Actual empirical application is circumscribed to
certain key aspects of the agenda, namely the economic distributions of morbidity, infant
mortality and family payments towards the health service. These analyses draw on three

distinct informational bases: a large scale health interview survey, routine mortality

statistics and two family budget surveys. They provide evidence previously unavailable
to portuguese policy makers and also some elements that may be useful in other
contexts (eg. a before and after comparison of the degree of inequity, following changes
in the structure of health care financing of the type being considered by other countries).
Those aspects identified in the normative framework as requiring positive analysis, but
for which empirical measurement is not carried out, are not left completely unattended.

The final part of the thesis specifies conceptual frameworks that permit a further two

issues to be addressed in future research: namely, the level of social welfare associated

with the health distribution and the degree of horizontal and vertical inequity in the

delivery of care.

The second, but no less important, objective of the thesis is fo contribute to
economic analysis of inequity in the domain of health. A number of developments are
made, which complement previous work in the health economics, income inequality and

economic philosophy literatures. The core contribution is the application of the

concentration curve approach to measurement of health-inequity. The key features of
this approach are: (1) a focus on health and health care inequalities related to economic
status, which appears to be the equity issue which most preoccupies observers, and (ii)
the construction of index numbers that quantify the degree of inequity and facilitate
comparisons of the large amounts of information that are often employed in
distributional studies 1n the field of health. The methodology was introduced to health
economic research by Wagstaff, Van Doorslaer and Paci (1989) and later refined in,
inter alia, Wagstaff et al (1991c) and Van Doorslaer et al (1993). In reviewing this
work, Henry Aaron (1992) argued that "as with any pioneering effort, observers can find
1ssues that are left hanging or that are subject to challenge. Indeed, the essence of

seminal contributions is that they spawn additional research to correct, modify and

extend the initial effort" (p. 467). The present thesis takes up this challenge by
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providing both conceptual and empirical extensions.

At the conceptual level, the study clarifies the normative and statistical properties
of indices used in previous work. It also presents a number of indices that are new to
health economic research. This is the case of the so-called generalized concentration
measures, which incorporate alternative social judgements on the degree of equality
preference; and of the new index of horizontal inequity in the delivery of care, based
on the correspondence of rank positions in the utilization and health status distributions.
At the empirical level, the thesis provides a wider range of applications than has hitherto
been the case (eg. the measurement of inequity in infant mortality making use of
geographical and economic data, and a time comparison of inequity in health care
financing which avoids problems of data comparibility that pervade cross-national
studies). The study also computes generalized concentration measures, which as far as
I am aware have not been the subject of empirical application elsewhere in the literature.
Perhaps the most important contribution is, however, the examination of the impact of
methodological choices on the degree of measured inequity. Given the notoriety of
measurement problems in health-inequity analysis, it is surprising that previous research
has been largely silent on this issue. The present study carries out sensitivity analyses
on a number of controversial choices (viz. family equivalence scales, ability to pay
proxies, aggregation of inequality at different points of the distribution, etc.). Such

analyses improve the robustness of conclusions that are drawn and provide useful

information to future empirical work, whether in Portugal or abroad.

Other contributions to the application of economic methods in the study of health-
inequity are also made. First, a normative framework based on Amartya Sen’s (1982)
concept of capabilities is proposed as a means of organizing empirical research and
policy formulation. This proposal comes in the sequence of various other economic
contributions aimed at disentangling the complex definitional issues raised in health-
equity analysis [eg. Mooney and McGuire (1987), Le Grand (1987, 1991a), Culyer
(1990, 1993) and Culyer and Wagstaff (1993)].> These studies have contributed to the

2 . . . . . . . . .
As Gavin Mooney argued in an early article, without more explicit consideration of normative

issues the debate on equity in health and health care would remain "confused and confusing" [Mooney
(1983, p. 179)].



emergence of what is arguably a new paradigm in economics: the 'extra-welfarist’

perspective (Culyer, 1989). The development of Sen’s notion to the health sphere can

be seen as a further addition to this line of enquiry.

Second, the thesis provides a rationalization of a family of indices that measure

social welfare in the domain of health. An important development in recent research

has been the attempt to integrate equity and efficiency measurement in health policy
evaluation [eg. Culyer (1989); Wagstaff (1991)]. This work has concentrated on
probing conceptual issues. The research reported in this study aims to provide a bridge
to empirical application. Drawing on the concentration curve approach and little known

work by Kakwani (1986) and others, indices are developed that allow for a qualified

trade-off between equity and health maximization objectives.

Finally, in an appendix, the study proposes a modest extension to existing demand
for health models. Building on the work of Grossman (1972), Muurinen (1982a,b) and
Williams (1988a), a theoretical framework is presented which aims to adapt those
models to better examine the relationship between economic and social inequality and
inequality in the distribution of health. The distinguishing feature of the model is the
introduction of an independent stock of education capital which permits a clearer
understanding of the rela'tionship between wealth and knowledge and of their impact on
health and health care. This research seemingly shifts the ambit of the analysis from
measurement of the extent of inequity to explanation of how particular distributions
come about. However, it is an integral part of positive analysis suggested by the

normative framework, which places emphasis on inequity in the transmission process

from goods (such as health care) to health outcomes.

Inevitably, the thesis has a number of limitations. One of these is that empirical
analysis is not carried out for some issues identified by the normative framework. It

should not be presumed that these questions (examined conceptually in the latter part

of the thesis) are less important than those for which empirical measurement is provided.

Their exclusion reflects the delicate trade-off between exiguity of space and the need

to examine particular questions in sufficient detail. Given that a choice has to be made,

empirical investigation is aimed at those issues that are currently the subject of debate
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in Portugal but for which available information is sparse.

Another limitation is that the study concentrates almost exclusively on violations

of fairness that are related to economic status. There are important reasons for this,
provided by both the normative framework and portuguese policy statements. However,
there are other potential sources of inequity, such as those related to place of residence,
age, race or gender. The examination of these might have implications for the policy
conclusions to be drawn. Thirdly, despite an attempt to introduce tools that
simultaneously measure the attainment of distributional and maximizational goals, the
question of how health-equity objectives might be traded-off against other desiderata is
left largely unresolved. Finally, the thesis has limitations in terms of the data it is able

to call upon. Some issues which appear conceptually straightforward, become hazed
once attention is turned to data analysis. Therefore, a significant amount of space is

given over to identifying data deficiencies and in signalling due caution in the

interpretation of results.

1.2 Outline of the study

The thesis is divided into five main parts. Part 1 provides background information
necessary to an understanding of the health-equity problem in Portugal. The second part

addresses the issue of normative specification of equity objectives. Part 3 presents

methodology designed to measure inequity in the domain of health, focusing specifically

on indices derived from the concentration curve approach. Part 4 is devoted to

empirical analysis of income-related inequity in Portuguese health and health care.

Finally, Part 5 provides further conceptual analysis with a view to future empirical

research.

Given that the thesis focuses on the problem of health domain inequity in Portugal,
1t begins by presenting relevant background information about that context. The first
three sections of Chapter 2 - where the information is presented - draw attention to
distinguishing features of portuguese economy and society, the health of its population

and the finance and delivery of health care. The description does not aim to be
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comprehensive, concentrating instead on key issues that characterize the portuguese

situation when compared to, for example, the european context. The final two sections
examine the various health-equity objectives imprinted in legislative and policy
statements and the manner by which portuguese authors have previously addressed the
problem of inequity in health and health care. Generally, the chapter serves to identify

key questions that are addressed in later conceptual and empirical analysis.

Chapter 3 deals with the specification of equity objectives in health policy. Prior
to empirical analysis one needs to establish which attributes ought to be measured. This
entails asking the question "what does equity in the domain of health signify?" In the
present context, the answer ought properly to be given by portuguese policy statements.
However, as in other countries, these are insufficiently precise (and sometimes
confusing) to allow positive analysis to be undertaken. Consequently, the chapter begins
by critically appraising a number of distribution principles that might suitably be applied
to the sphere of health and shed light on concerns expressed by portuguese policy
makers. Six well-established approaches to defining equity - egality, entitlement, the
decent minimum, utilitarianism, Rawlsian maximin and envy-free allocations - are
discussed. Each is found wanting in terms of previously laid out assessment criteria.
More recent formulations suggested by health economists are also reviewed. Though
these provide useful insights, they too are shown to fall short of the basic requirements
that a definition of health-equity ought to meet. An alternative conception based on
Sen’s notion of equality of capabilities is then put forward. After examining its
application to health space, a simple diagrammatic framework is used to highlight
questions that ought to be the correct focus of empirical analysis. Two main issues are
identified: the actual level of the functioning ’good health’ that particular individuals
obtain, described as their achievement; and the experience of individuals in the space
of commodities that are instrumental to the attainment of the desired functioning, their
advantage. The chapter then proposes the manner by which these attributes are to be

measured, adopting an indicative pluralistic approach that seems in tune with the

multiplicity of health-equity objectives implied by portuguese legislation.

Having discussed the normative basis of the analysis, the study moves on to the

establishment of tools for measurement. This task is divided between Parts 3 and 5,
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with the distinction that those presented in the former are the subject of extensive
empirical application in Part 4, whereas the latter are examined only at the conceptual
level. Chapter 4, which makes up Part 3 of the study presents various indices which
permit measurement of the two main issues of analysis: inequity in health and inequity
in health care payments. Taking income-based indices of inequality as the point of
departure a choice is made to focus on concentration curve based measures, namely the
illness concentration index and the Suits and Kakwani progressivity indices.
Generalized versions of these measures, allowing for the parameterization of alternative

social judgements concerning the degree of equality preference, are also presented.
Finally, the chapter discusses methods of estimation and provides empirical information

on the statistical bias inherent in linear approximation methods.

Moving to Part 4 of the study, Chapter 5 provides estimates of inequity iIn
morbidity based on data from the 1987 National Health Survey. This is the only

nationally representative data source which allows data on illness to be systematically
linked to the demographic and socio-economic characteristics of individuals. Strong
evidence is found showing that the distribution of ill-health is generally unfavourable
to poorer income groups. There are, however, some exceptions to the rule (viz. certain
types of morbidity and particular age groups). The chapter also establishes the
relationship between equivalence adjustments to the income variable and the degree of

measured inequity. It is shown that this 1ssue cannot be overlooked in future research.

Chapter 6 measures the time-trend of inequity in infant mortality. Given
qualitative limitations in the socio-economic data available on birth and death

certificates, the analysis relies on geographical observations ranked by an index of

economic position. The results suggest that the degree of inequity is currently much

lower than it was in the 1970’s. However, there are some noticeable counteracting

trends, such as in the distribution of post-neonatal deaths where the degree of inequity

appears to be increasing.

Chapter 7 measures inequity in the distribution of health care payments among
families with differential ability to pay. The analysis makes use of two Family Budget
Surveys carried out in 1980/81 and 1989/90. The main result is that, throughout the
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1980’s, the distribution of health care payments evolved from being overall progressive
to overall regressive. This change is shown to be robust in terms of a wide range of
methodological choices. This part of the analysis is particularly relevant to research in

other countries since it explores questions over which there is uncertainty with regard

to empirical specification.

Chapters 8 and 9 explore measurement tools for examining other health-equity
1ssues in future research. Chapter 8 tackles the question of social welfare associated
with the health distribution. A mathematical rationale is provided for a family of indices
that take due account of the size of health output and the way this output is distributed
among different income groups. The measures permit a qualified trade-off between
distributional and maximizational goals on the basis of variation in a single parameter.
Furthermore, the analysis shows that health concentration indices are ethically-admissible
measures 1n the context of social welfare. The chapter also includes empirical

illustrations drawing on the health survey data used in Chapter 5.

Chapter 9 discusses indices of concentration aimed at measuring vertical and
horizontal inequity in the delivery of health care. It builds on the work of Wagstaff and
van Doorslaer, reinterpreting their analysis as measurement of the vertical equity
component in the goal of health care utilization according to need. The claim that their
method examines horizontal inequity can only be accepted under restrictive data-related

assumptions that are unlikely to command widespread agreement. Accordingly, a more

general index of horizontal inequity is developed, based on the correspondence of rank

positions in the utilization and morbidity distributions.

Chapter 10 provides an overall conclusion to the study. A summary of the main
findings is presented, with attention being drawn to the research and policy implications

of the results. The chapter also identifies areas for future investigation.

Finally, a number of Appendices are included that present complementary material

to the research reported in the main body of the thesis. Appendix 1, however, is of a

different character since it provides a self-contained analysis of the question of

modelling health related behaviour. This work is an implicit requirement of the
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underlying ethical theory chosen for the study, which suggests that measurement of
health domain inequity must also consider the process whereby goods, such as health
care, are transformed into health functioning. However, it uses techniques that are
somewhat different to those employed throughout the thesis and is quite evidently of an
exploratory nature. Unlike Chapters 8 and 9 where the route to empirical application

is straightforward, further specification remains to be accomplished in future research.

The appendix begins by appraising Grossman’s health investment model as an aid to
health-equity research, and then presents an alternative specification that aims to remedy
the identified weaknesses. The new model is solved by means of optimal control theory

and has the potential for allowing a clearer understanding of the relationship between

income and education and of their impact on health and health care.



Part 1

BACKGROUND



Chapter 2

Health, Health Care and Equity in Portugal

"It will not be as a result of the Government’s inaction

that a Portuguese 'Black Report’ is published in the
year 2000."

A. Baptista Pereira, Secretary of State for Health (1986)

2.1 Introduction

This chapter presents background information relevant to the study of health
domain inequity in the particular context of Portugal. Besides providing the reader with
basic descriptive elements that are little-known outside the country’s borders, the chapter

also helps to identify specific research questions that need to be addressed and allows

later empirical results to be usefully interpreted.

The organization is as follows. Section 2.2 describes the main contours of
Portuguese demography, economy and society. Data are presented in a form which
permits ready comparison with other European countries. In section 2.3, statistics on
population health (mainly mortality) are examined. It is shown that despite important

changes in recent decades, Portugal continues to reveal health patterns that are distinct

from those of its european partners. Section 2.4 describes basic aspects of the finance
and delivery of health care. Special emphasis 1s given to features which distinguish the
health care system from those in comparable countries, rather than providing a detailed
examination of administrative structures, coverage, resources and utilization patterns.
It 1s argued that the claim that portuguese health care conforms to the NHS model is in
some respects misleading. Particular attention is then paid, in section 2.5, to the legal

and political specification of health-equity objectives in an effort to extract the precise

yardsticks by which policy should be monitored. Section 2.6 examines how Portuguese
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researchers have tackled the measurement of inequity in health and health care and
reveals the type of information presently available. Finally, section 2.7 brings together

the various strands of information invoked in the chapter.

2.2 Demography, economy and society

Portugal is a small country on the periphery of Europe with a population not much
larger than London’s. Throughout the post-war period it has lagged behind Western

Europe in terms of economic and social development and is generally acknowledged to

be the second poorest member of the European Union (formerly EC), which it joined
in 1986.

Table 2.1 reports various demographic, social and economic indicators for Portugal
and contrasts them with corresponding figures for the UK and the twelve EU countries
as a whole. Since 1970, Portugal’s population has grown by 18 per cent, to over 10
million. With birth and death rates not much different from those of other EU nations,
it seems that natural demographic phenomena explain only a part of the increase. Far
more important are the influx, between 1974 and 1976, of over 600 000 residents from
Portugal’s former colonies and the regular stream of returning emigrants from N.W.

Europe. A further characteristic is that, despite recent population growth being

circumscribed to the western-most urbanized regions of the country, Portugal’s residents
continue to live predominantly in rural settings: indeed more so than in any other

country within the World Health Organization’s European Region, including Ireland,
Greece and Turkey (WHO, 1985a).

Portugal’s economy registers a relatively poor performance in the European

context and is reckoned to be "structurally deficient” (OECD, 1984). Purchasing power
parity comparisons of GDP per head show the figure for Portugal to be 51 and 54 per
cent of the UK and EU averages, respectively. Added to this, the cost structure of GDP

reveals strong characteristics of a less-developed economy, namely low proportions

attributed to wages and salaries and to investment. The rate of inflation too has

systematically overshot trends in richer countries.
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Table 2.1: Background data on Portugal, United Kingdom and the EU
1990 or nearest available year

Indicator Unit Portugal U.K. E.U.

1. Population

W

Total population 1000 10 337 57 409 327 137
Population density Per Sq Km 112.1 234.5 144.7
Population aged 65 + M Per cent 53 6.2 6.0
F 7.7 9.4 8.7
Birth rate Per 1 000 11.7 13.8 11.0
Death rate Per 1 000 9.5 11.4 11.2

_—__——_—_-_-m_-—"—__-#

2. Economy and Finance

__-—_—-.—_—-—__#'_—-_

GDP per capita Current PPP’s 9 452 18 402 17 229
Cost structure of GDP Per cent
- Compensation of employees 44.1 55.6 50.7
- Taxes minus subsidies 13.6 14.2 11.1
- Consumption fixed capital 4.3 11.0 11.6
- Net operating surplus 37.9 19.0 26.7
Consumer price index 1985 = 100 170.9 133.3 123.0

M

3. Employment & Living Standards

M——-—I—_—ﬂ

Employment by sector Per cent
- Agriculture 18.9 2.2 1.0
- Industry 35.3 29.5 32.5
- Services 45.7 68.4 60.6

Average length working week Hrs. per week 41.3 373 37.6

Unemployment % labour force 8.8 114 10.8

Average wages of manual Gross hourly, 6.8 14.8 -
workers in industry current PPS

Current expenditure on Per cent of GDP at 17.0 22.1 25.3
social protection market prices

Private motor vehicles in use Per 1000 popul. 227 366 394

Number of students in Per cent of 62 62 72

full-time education 3-24 age group
Source: EUROSTAT, Basic Statistics of the Community, 28th Ed., Office Official Publications of

European Communities, 1991.
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In the years since joining the EU, Portugal’s economic performance has improved:
inflation and unemployment have decreased and there has been a period of sustained
growth. This improvement, however, "owes much to factors that may not be repeated
and policies that cannot be sustained" (OECD, 1988). Structural problems in the
economy remain, many of which are likely to affect overall production of health.

Nineteen per cent of the work force continues to be engaged in agriculture, largely in

the North of the country where land is fragmented into small holdings of scattered plots
from which proprietors eke out a living at subsistence level. Average wages in industry
are only 46 per cent of those in the UK when expressed in purchasing power standards.
There are wide disparities in income between regions and population groups, while

poverty is more pronounced than in other European countries (O’Higgins and Jenkins,
1989).

A picture of the distinct make-up of Portuguese society can be gathered by
applying the General Household Survey classification of socio-economic grouping (SEG)
to data drawn from the Portuguese National Health Survey (see Table 2.2).! The
percentage of persons in each SEG is radically different between the two countries. The
distribution in Portugal is heavily weighted towards manual work with relatively low
proportions in the higher grades that tend to find employment in the service sector. The

strength of SEG IV reflects higher percentages of subsistence farmers and

small-shopkeepers rather than skilled industrial workers.

Official statistics may, however, overestimate the degree of inequality. There is
a flourishing underground economy and double employment is pervasive particularly
among families in the rural communities of western-most districts, who complement
industrial wages with subsistence agriculture or small-scale entrepreneurship. In
themselves, these factors have an important bearing on family health production and
serve to counteract low levels of collective social provision, which in expenditure terms

amounts to only 17 per cent of GDP compared with an average of 25 per cent in the

European Union.

' The National Health Survey is a cross-sectional household interview survey covering the non-

institutionalized civilian population. It is described in detail in Chapter 5, where it is used to examine
the extent of income related inequity in morbidity.
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Table 2.2: Socio-economic_group of head of household
in Portugal and the U.K., 1987 (Percent)

Socio-economic Group Portugal U.K.

Male Female Male Female

Professionals, employers and managers (I & II) 11 5 30 9
Intermediate and junior non-manual (III) 14 13 15 38
Skilled manual & own-account non-professional (IV) 49 37 37 9
Semi-skilled and unskilled manual IV & V) 26 45 18 37
Never worked na. na. 0 6

Sample size 11173 2560 7610 2525

Sources:  Computed from: National Health Survey, 1987, MS-DEPS, Lisboa.
OPCS, General Household Survey 1987, HMSO, London, 1989

The general impression from the figures reported here is that despite being a
country fully integrated in the european economic system, Portugal remains very much
a peripheral society. The population has distinctive features, close no doubt to much
of Spain’s, Southern Italy’s, Ireland’s or that of Greece, but radically different to the rest

of Western Europe; patterns of employment and production are outmoded, inefficient
and sometimes ambiguous; and living standards, in general, are poor and reveal extreme

inequalities. These important factors must be borne in mind in an analysis of the equity

attributes of the health care system, since they inevitably influence the nation’s

production of health.

2.3 Health of the population

Inrecent decades, portuguese mortality patterns have undergone profound changes.

Though in many respects they now approximate the experience of the more developed

parts of Europe, there are still signs of late socio-economic development. Evidence of
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Table 2.3: Indicators of length of life in Portugal and the UK

1970 1980 1990
UK Por UK Por UK Por

Infant Mortality

Infant 18.5 55.1 12.1 24.3 8.4 11.0

Neonatal - 254 7.7 154 4.4 7.0

Post-neonatal - 32.6 4.4 8.9 4.0 4.0

Perinatal 23.8 37.0 13.9 239 8.3 12.6
Life Expectancy at Birth

Men 68.6 64.1 70.4 67.5 72.7 71.1

Women 74.9 70.3 76.5 74.6 78.2 78.2
Potential Life Years Lost

All causes 7922 16028 6309 10746 4929 7755

Tuberculosis 34 446 11 110 5 48

Lung cancer 408 102 313 156 220 165

Ischaemic heart disease 1315 422 1279 463 854 359

Road accidents 603 1083 531 1317 420 1154

Notes: "Potential Life Years Lost’ are defined as the years lost due to premature death before age 635

(OECD, 1993). The figures shown refer to males and are expressed per 100 000 population.

Sources: - Ministério da Sadde, Portugal - Saide - 1990, DEPS, Lisboa, 1992.

- OECD/CREDES, OECD Health Data. A software package for the international comparison of
health care systems. OECD/CREDES, Paris, 1991.

this can be seen in Table 2.3 which compares, for Portugal and the UK, the post-1970
evolution of infant mortality rates, life expectancy at birth and potential life years lost.
In Portugal, this period has witnessed the most impressive gains in lives previously lost
prematurely. Take, for instance, the case of infant mortality. In 1970, one in eighteen
portuguese children died in their first year of life. In the ten years to 1980 this figure
was reduced by 56 per cent and then by a further 55 per cent to 1990. Despite this
impressive decline, the infant mortality rate remains 31 per cent higher than that of the
UK, which is close to the EU average. Some commentators have also drawn attention

to the existence of extreme regional inequalities. Northern districts such as Braganca

and Vila Real show rates twice as great as those in the south where they are generally
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below 9 per thousand.? Disparities are even wider for post-neonatal mortality, the
component of infant deaths most often associated with socio-economic environment.

In this case almost three times as many children die in the two northern districts
(Carrilho, 1985).’

Table 2.4 provides a comparison of ’potential life years lost’ (PLYL) for males
in European Union countries. The aggregate figures shown in column 9 indicate that
rates of premature death are highest in Portugal. There is a 23 per cent excess with
regard to the second placed country (Luxembourg) and 87 per cent vis-a-vis the country
with the lowest rate (Netherlands). Disaggregation by selected causes of death shows
a distinct pattern for Portugal in that it tends to be placed at the extremes of variance.
The number of male PLYL due to tuberculosis, which the previous table showed to have
declined rapidly in Portugal in the last two decades, are still much higher than in other
countries (eg. more than six times greater than France, Greece or Italy). Premature
deaths due to cancer tend to be comparatively low. Lung cancer PLYL, for example,
is at the bottom of the EU league and even then only 73 per cent of the next lowest
country (Ireland). However, as the figures in the previous table suggest, the situation
in Portugal has been steadily worsening over the past two decades. This trend 1s likely

to continue given that consumption of tobacco is still increasing and because of the long

interval between exposure to tobacco and development of cancer.

Premature deaths attributable to diseases of the circulatory system show a mid-
ranking position in the EU table, but their composition is striking. PLYL due to
ischaemic heart disease are the second lowest in the Union; but PLYL due to

cerebro-vascular disease are the highest (65 percent higher than Spain, the second placed

country). Though the asymmetries may in part be explained by variation in diagnostic

practice between countries, they also reflect differences in diet and exposure to harmful

substances such as tobacco.

2 A map of Portugal, showing geographic divisions by regions and districts, is presented as
Appendix 2. Reference is made to these delimitations throughout the thesis.

3 Given that persisting inequities in infant mortality and its components have recently been the

source of some concern in Portugal [see, eg., Leitdo (1987)], Chapter 6 is dedicated to analysing this

problem. The objective is to examine whether the rapid decline in overall rates has been distributed
fairly between rich and poor.
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Two other specific causes of death have caused alarm in recent years. Firstly,
mortality due to liver cirrhosis which, in common with other wine producing countries,
is extremely high. The figures for Portugal are once again the highest (more than four
times greater than than the UK’s, for example). Secondly, deaths due to motor vehicle
accidents, where Portugal is only surpassed by Luxembourg in terms of male PLYL.

It is also noticeable that, unlike the UK, the situation has worsened over the past 20

years (see Table 2.3).

Although mortality statistics are useful for comparative purposes they provide an
incomplete picture of the health of a population. Indicators of morbidity for the
country as a whole only became available recently through the National Health Survey
for 1987. Figure 2.1 reports some information computed from the Survey which
complements the data on mortality.* The prevalence of disability (days off work or
school and restricted activity) is broken down by the main types of illness. The
National Health Survey is useful for this purpose in that a rigorous attempt is made to
classify illness by pathology, as well as its chronic, acute or symptomatic nature. In
1987 the principal reported pathology referred to illness of the muscoskeletal system
with chronic conditions being the most important. The strength of this type of illness
is not apparent if one considers mortality statistics as proxies for health status. Chronic

circulatory and acute respiratory illness also accounted for important proportions of

disability, while lesions and digestive system illness show up strongly as they do for

mortality.

Despite being the only nationally representative data source with information on

morbidity, the 1987 National Health Survey has scarcely been used in past research.
One of the main contributions of the present thesis is to draw on the data base to
examine income related inequity in the distribution of morbidity (Chapter 5). In so

doing, new information is produced that helps to understand the health profile of the

portuguese population.

* Due to differences in practice between health surveys in different countries it is not advisable
to provide a cross-national comparison.
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Figure 2.1: Morbidity indicators. Type of illness reported by persons
with disability in a two-week reference period
(National Health Survey, 1987 - Own computation)

2.4 Finance and Delivery of Health Care

The portuguese health care system is often described as conforming to the classical
National Health Service model (eg. WHO, 1981; Urbano et al, 1993). This model 1s
characterized by universal coverage of the population, generality of benefits, national
tax financing and national ownership or control of factors of production (OECD, 1987).
In 1979, a National Health Service was indeed created with a political commitment that
it become the preponderant mode of health care financing and provision. Yet the
available evidence suggests that the system as a whole departs significantly from those

of other countries usually accepted as conforming to the NHS model (eg. the UK,

Denmark or Italy).’

> Of course, no specific country’s health system is fully described by the NHS model. The point
made in this section is that finance and delivery of health care in Portugal departs from the classical

paradigm in more respects than other systems. The importance of this observation is the implications

it holds for the nature of incentives to economic and social agents and, ultimately, for the distribution
of health and health care.
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Although the NHS claims to be universal there coexist a number of occupational
insurance schemes - overwhelmingly non-voluntary and in the public sector of the
economy - which tend to cover better-off socio-economic groups. In terms of famly
income, more than half of the top 5 per cent of earners and a mere 3 per cent of the
bottom decile enjoy such coverage (Pereira, 1988). Evidence from various sources
shows that around a quarter of the population are effectively outside the NHS
(Freixinho, 1990; Pereira and Pinto, 1990). The delivery and payment of care in the
insurance funds is similar to that in other countries: users are free to purchase care
wherever they wish; most use the private sector or contracted services for ambulatory
care and the NHS for non-elective surgical interventions; and the funds pay contracted

services on a fee-per-item basis and reimburse patients or co-finance the use of privately

provided care.

The insurance part of financing is also similar to that in other countries in that
employees contribute a small proportion of their income, but with an important
qualification. This 1s that, effectively, an important proportion of expenditures are
part-financed by state taxation, due to the insurance funds operating overwhelmingly in
the public sector of the economy. The major occupational scheme (ADSE) is destined
for public servants and has the extraordinary implication of providing incentives for
NHS workers not to use the NHS. A significant proportion of other insured individuals
are covered by schemes run by public sector bodies or nationalized industries. Since
employee contributions are generally insufficient to cover expenditures, the deficits are
covered by taxation or foregone revenue, and effectively, by other sectors of the
economy with greater proportions of lower paid workers. Private insurance, as such, is

a negligible part of total health care financing. The precise distributional implications

of such financing arrangements are not known.

One of the empirical exercises undertaken in this study is to measure how family
payments to the NHS, insurance schemes and directly to providers are distributed
according to ability to pay (Chapter 7). This analysis is important since there is an
ongoing debate in Portugal over the future of health care finance, with both leading

political parties apparently committed to enhancing the role of direct payments and

private insurance (Mendo, 1993; Campos, 1990).
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With regard to the NHS providing a general service of health care to patients the
evidence is inconclusive. There exists a perennial under-utilization of equipment, either
because of shortages in the supply of human resources or laxity in administrative
controls on providers who work simultaneously for the NHS and the private sector.
Physicians are plentiful by international comparisons but there are extreme shortages in
some specialities (eg. dentistry and ophtalmology). Nurses are few, with scarcely one
for each doctor, compared to a ratio of 6:1 in the UK (OECD, 1985). There is also a

wealth of evidence showing an unequal spread of human and material resources

throughout the territory (Campos, 1987).

From an equity perspective the fulfilment of the ’generality’ objective requires that
all types of care are readily available within the NHS. If there are extreme shortages
of personnel or equipment in the provision of a particular mode of care and these imply
prolonged and persistent queuing which leads people to seek treatment in the private
sector then arguably the objective is not being met. There is a widely held belief that

this situation is in fact the case, but admittedly very little evidence.

An indication that the NHS may not provide the sufficiently wide range of
services it promises is indicated in Table 2.5. It shows that the NHS is predominant in
the provision of hospital stays and GP and mother and child care but takes a minor role
in specialist and dental consultations as well as diagnostic services, where it commonly
reimburses private providers. Although such information raises more questions than

it answers, it is fair to assert that private provision plays an important role in the

delivery of health care in Portugal and that it does so where the NHS has willingly or

unwillingly failed to carry out its intended general role.

The 1dea that the Portuguese health care system is free at the point of use and
overwhelmingly financed by taxation is not totally borne out by the evidence. Table
2.6, shows the percentage of total and public health expenditure in GDP for the twelve
EU countries. When public expenditure is expressed as a proportion of all expenditures,
Portugal 1s shown to have the lowest share in the Union. In 1980, almost 30 per cent
of all expenditures were out-of-pocket (rising to almost 40 per cent in 1990), figures

which are significantly higher than those of other countries acknowledged to conform
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Table 2.5: Health care utilization by sector in Portugal

Per cent. 1987
Type of care NHS Private
All consultations 67.0 33.0
GP consultations 76.5 23.5
Dental consultations 15.5 74.5
Specialist consultations 47.8 52.2
Family planning consultations 61.7 38.3
Ante-natal consultations 61.9 38.1
Child delivery 87.6 124
X-rays 47.5 52.4
Laboratory tests 29.5 70.5
Hospital stays 72.8 27.2

Notes: - All consultations refer to the last visit within a three month reference period, except for
family planning consultations which are the last consultation with no reference period, and
ante-natal visits, which refer to the last child born and currently under § years of age.

-~ Diagnostic utilization refers to the last use in a three month reference period.
- Hospital stays have a one year reference period and are taken from the 1985 National
Health Survey, which was circumscribed to the Lisbon region.

Source: Ministério da Sadde, Inquérito Nacional de Saiide - 1987 (National Health Survey),

DEPS, Lisboa. Own computation.

largely to the National Health Service model (eg. the UK or Italy). One would expect
with this evidence, and other things being equal, that money prices of health care have
a stronger rationing role in Portugal than in other countries where care is designated to
be free at the point of consumption. It is true that a high share of out-of-pocket
expeﬁditures may simply reflect the strength of the insurance funds but there is evidence
that NHS users also face significant money prices. On the one hand, the figures on
which the proportion of public expenditure, shown in Table 2.6, is based include the
public servants insurance fund (ADSE), thus leaving a small proportion of the
population to account for a relatively large percentage of private expenditure. But more

importantly, it is known that most individuals using the NHS face flat-rate co-payments
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Table 2.6: Total and public health expenditure as a percentage of GDP

in EU countries

1980 1990

Total Public Public as Total Public Public as

% of total % of total

Belgium 6.6 5.4 81.8 7.4 6.1 82.4
Denmark 6.8 5.8 85.3 6.2 5.2 83.9
France 16 6.2 81.6 8.9 6.6 74.2
Germany 7.9 6.2 78.5 8.1 5.9 72.8
Greece 4.3 3.5 81.4 5.3 4.0 73.5
Ireland 8.5 7.8 91.8 7.1 5.8 81.7
Italy 6.8 5.6 82.4 7.6 5.9 77.6
Luxembourg 6.8 6.3 92.6 1.2 6.5 90.3
Netherlands 8.2 6.5 79.3 8.1 5.9 72.8
Portugal 5.9 4.2 71.2 6.7 4.1 61.2
Spain 5.9 4.4 74.6 6.6 5.2 78.8
United Kingdom 5.8 5.2 89.7 6.1 5.2 85.2

Source: OECD/CREDES, OECD Health Data. A software package for the international comparison of
health care systems. OECD/CREDES, Pans, 1991.

for consultations and diagnostic tests and pay a large and rising proportton of the cost
of drugs.® The latter payment varies with the therapeutic value of the drug in question
with exemptions operating only in relation to the product (je. if it is perceived to be

life-saving) rather than patient characteristics (eg. age or income).

The final piece of the puzzle in explaining patterns of finance and delivery of care
is provided by information on the ownership and control of the factors of production.

With regard to human resources the NHS has guaranteed either by design (in the case

of doctors) or shortfalls in supply (nurses) the full employment of the principal providers

of health care. These same professionals, however, are not required to exercise their

® In 1980 NHS consumers paid on average 29 per cent of a drugs cost, a figure which had risen
to 40 per cent by 1985 (Pinto, 1988).
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duties on a full-time basis and tend overwhelmingly to work for the NHS in the
morning, as salaried civil servants, and in private practice in the afternoon, on a
fee-per-item of service or contractual basis. Autonomous market or NHS proviéion s
negligible. Individuals who consult doctors in a private setting, either because they have
insurance coverage or are willing to pay the rates set by the market, will be seen by the
same practitioners who in the morning provided the same types of care in a public
institution. The incentives generated by these circumstances go some way to explaining
the utilization and expenditure patterns previously described. Due to laxity in
regulation, doctors are motivated to supply minimum standards of care in NHS

work-settings in order to augment the potential market share of private practice.

The NHS owns a sizeable majority of physical resources involved in the delivery
of care, though as we have seen, provision in a private setting is far from negligible.
Eighty eight per cent of hospital beds are in the public sector and there is a
comprehensive network of integrated health centres and extensions in primary care. The
NHS legislation decreed that private practice should complement public provision, in the
sense of operating in arecas where the latter was deficient, but all available evidence
points to the contrary. In the hospital sector, for example, private provision is heavily
concentrated in those regions where NHS supply is more extensive, while a comparative

analysis of case-mix shows that it tends to produce routine, low-cost treatments where

there 1s no obvious shortage of supply in the public sector (Campos, 1987). It is in
ambulatory care, however, where financing is open-ended that we find the more striking
departure from the NHS model. The provision of medical acts arising from NHS GP
visits is dominated by the private sector. The private supply of pharmaceutical drugs
1s, of course, a feature of many NHS type systems, but in Portugal a large and rising

proportion of diagnostic tests and treatments are contracted from the private sector,

rather than being carried out in NHS hospitals.

In summary, although Portugal is commonly believed to have a system of the NHS
type, the incentives built in to this structure are such that it tends to operate in a fashion

not dissimilar to countries where there is collective provision of a basic level of care

complemented by private individual purchase.
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2.5 Health-equity policy objectives

Having outlined the principal characteristics of socieiy, health and health care in
Portugal, <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>