Expert: Vladimir Lazarevik, MA

8. HEALTH CARE SYSTEM

‘Healthy nation and developmental economy’ is pairtthe program of the
Government of the Republic of Macedonia that relatethe development of the health
care system and of the reforms in the health cgstesn which are planned to be
implemented in the 2008 — 2012 period. The proghas been divided in 4 parts. The
first part is dedicated to the commitments of thev&nment of the Republic of
Macedonia to retain the values and merits whicthtredth care system in the Republic of
Macedonia is founded on; the second part refethdagyuidelines of the Government of
the Republic of Macedonia relating to financing thealth care system; the third part
refers to improving personal and preventive heedtte services; and the fourth part of
the program relates to planning new investmentesyiti the health care system.

This report presents the level of the implementatibus far of the program
determinations concerning different parts of thegpam. In this context, due attention is
paid to the possible risks in non-application aft&@i@ activities and presentation is given
of general picture of the situation in the healhecsystem.

8.1. Planned and implemented activities of the Government of the Republic
of Macedoniain thereporting period

8.1.1. Values of the health care system

The major values and merits of the health careesysare defined by the
Macedonian Government to be the basic charactsisti the European health care
systems, such as solidarity, equality, and inclusibthe people in the decision making
process. Indeed the very contents of the Programenty the Government of the
Republic of Macedonia indicates that the Goverrtrmel try to keep up, intensify and
further promote these European values and mera#l aspects of the organization of the
health care system in the Republic of Macedonia.

In the present implementation of that part of thegpam, the Government of the
Republic of Macedonia indeed shows great concermpradect the poverty-stricken
segments of the population and the vulnerable grdtgm further financial costs that
refer to their health care. Such example has betdnn the recent amendment made to
the Law on medical insurance. These amendments paved the way for all
unemployed persons and persons who are not midicasiured on any grounds
whatsoever, to be included in the health care systdus, the Macedonian Government
has really tried to offer greater access to theicaédnsurance system for the entire
population residing in the Republic of Macedoniald#ionally, the Government has
been undertaking measures to reduce the privattss adsinsured patients for their
hospital treatment by providing all the requireddicaments and disposable medical
materials.



8.1.2. Medical insurance and financial sustainability

The second segment of the government programsiosrgeowth projections and
commitments to preserve the system of social siycaind medical insurance, projections
on reduction of the rate of contribution for thediwal insurance, as well as increasing
the budget of the state-run Fund for Health Caserance of the Republic of Macedonia.

As part of the taxation system reform, the Govemmimef the Republic of
Macedonia has projected and implemented reduciahe rate used in payment and
collection of all social security contributionscinding the contributions for the medical
insurance, starting from 9.2% in 2007 through cdsdie decrease to 7.5% in 2009 and
the final 7.0% in 2010. The Government of the Réiputf Macedonia has launched this
reform expecting that reduction of rate of socedigity contributions would not produce
a negative impact on the budget of the state-rurdFar Health Care Insurance of the
Republic of Macedonia; this has showed to be phrtiaue. Nevertheless, it is important
to note that no tendency has been realized inasarg the budget of this Fund, so that
the impartial evaluation of the effects from sueform will have to be monitored in the
period to come. Greater problem would representalready announced reduction of
transfer of funds from the national budget to tfahe Fund; this indeed shows there are
objective risks in the financial sustainability fofancing health care services.

The Government of the Republic of Macedonia annednbat introduction of
the new manner of financing by means of the sedatliagnostically related groups
(DRG) will enable fair and efficient manner of dibution of financing of state-run
hospitals, as well as proper evaluation of solMeos$pitals. Implementation of such
reform is the outcome of integrated and intensif@rts made by the Ministry of Health,
the Project Coordination Unit, and the Fund for ltke€are Insurance of the Republic of
Macedonia in the last 3 years. In context of #f®mms intensively undertook in 2008
and 2009, the Government of the Republic of Macedamas fully dedicated to
implementing that program promise. Results thus ifalicate that all general and
specialized hospitals, as well as the universityicd, make records of all treated cases by
means of the system of DRG. The system of recorflinding) was implemented after
intensive trainings for teams of all hospitals imedt cooperation with the Fund for
Health Care Insurance of the Republic of MacedoRravision was made of specially
developed software (the so-called grouper) and spgtication is downloadable on the
website of the said Fund. All hospitals are nowigdd to regularly code all hospitalized
cases and send such reports directly to the Fund.

Initial results have shown high level of inaccuratyollected data; this is mostly
the outcome of the process of adaptation and inedely efficient control. Still,
enhanced controls by the Fund for Health Care ame of the Republic of Macedonia
in the third quarter of 2009 have contributed tgananprovement of recording and data
that are collected from providers of medical sessicSuch collected data, through the
system of DRG, will enable the Fund for Health Carsurance of the Republic of
Macedonia to become truly strategic purchaser althaelated services. This in turn
will replace the present manner of financing thediced institutions that is input based,
towards a system of financing that is output based.



8.1.3. Preventive and personal health care services

The Government of the Republic of Macedonia hasesieen important
promotion of preventive services through transfdroma of the institutes for health
prevention into modern institutes for public health

In 2008, the Macedonian Government made importéep $orward towards
improving the preventive public health servicesrsBant to the program commitments,
amendments were made to the Law on health careeipéine then Republic Institute for
Health Care and its regional affiliated offices evéransformed into Institute for Public
Health and regional centers for public health. &theless, these changes have not been
followed by corresponding statutory support in segtrof future financing of the public
health care system and by prevention improvememiatonal and local level through
investment in HR (Human Resources); this may appsapossible risk in the overall
successful implementation of such program commitmen

In context of prevention, it is important to undeel that the Government of the
Republic of Macedonia has continued implementatbmpreventive programs such as
‘Health for everyone’, as well as introduction ohngatory HPV immunization for all
girls between 9 and 26 years of age.

The Government also made major efforts to prevenbwnsize the pandemic of
the flue H1N1. Introduction was made of strong pregiwe measures at all border
crossings; heat-sensor cameras were installedder ¢o register all persons entering the
territory of the Republic of Macedonia and havingreased body temperature and flu
symptoms. Efforts are being made to supply 800\@@f¢ine shots that should meet the
needs and demands of most of the population whddamriinfected by such type of flue.
It is expected that vaccine process will start ovéimber and December 2009.

Likewise, the Government of the Republic of Maceddras announced the start
of giving subsidies for the in Vitrd=ertilization and OtherAssisted Reproduction
methods (IVF) through the Fund for Health Care tasge of the Republic of
Macedonia. That novelty was implemented with gredtial success by concluding
cooperation agreements with 3 accredited privatepitals, as well as the state-run
Gynecology and Obstetrics Clinic at the Medicalutgcon Skopje. The Fund for Health
Care Insurance of the Republic of Macedonia actutllly finances the first three
attempts of a couple to have a child by means @fl¥fF method in the four medical
institutions that have signed such agreements. ooy to initial information,
implementation of all cooperation agreements isndgpeconducted with satisfactory
results. In 2009, the Fund for Health Care Insusant the Republic of Macedonia
earmarked funds for 1,550 IVF attempts. Out of th&efo of the planned finds were
spent by 30 September 2009.

In the primary health sector, the Government of Republic of Macedonia
announced its intention to raise the role of peafigrthosen primary health care doctors,
as well as to open medical specialization for fatiamily doctors. The Fund for Health
Care Insurance of the Republic of Macedonia raieedvalue of the so-called capitation
point for 5 MKD; however, in this context no anasysvas made on the distribution of



risk from visiting a doctor by gender and age gsoufhis practically caused linear raise
which is not directly linked to the success in Wk of different categories of doctors in
the primary health care system.

After a corresponding period of preparation, in dber 2009 cooperation
agreement was concluded between the Skopje Meldamallty and the London Imperial
College concerning family medicine studies and gheation. Implementation of such
study reform will take place in several stages. Titet stage will involve training of a
group of 10 doctors specializing in family mediciwbo have already commenced their
3-year specialization studies in October 2009. $beond phase will involve further
training of present doctors in the primary healiinecsystem; finally, the third stage will
be completed by opening a Family Medicine Departraéthe Skopje Medical Faculty.

8.1.4. Investment in the health care system

In its program, the Government of the Republic afdédonia plans to make new
investment in the health care system in contextnpiroving infrastructure, purchase of
new and state-of-the-art medical equipment, intctida of new IT, and, maintaining
constant investment in the HR working in the heaire system.

After the 2007 successful implementation of fulbgputerization of the Fund for
Health Care Insurance of the Republic of Macedanid all its local offices through the
Project on management of the health care sectalefliby the WB, opportunities were
created for implementation of the planned projeantroduce personal electronic health
care card. The Ministry of Health commenced impletagon of a project that provides
for full refurbishing and equipping of a centrabro for data collection, and planning
full computer installations in all public medicalstitutions. Complete realization of the
project on computerization of the public healthecaystem is scheduled to be completed
in 2010.

The government program also foresees additionalestment in further
development and functional integration of the ursitg clinics and investing in the
construction of a new Emergency Center as patte@ekisting Clinical Center complex.
In 2009, the Ministry of Health intensively worked the implementation of the so set
program commitments, whereby certain projects sedfesome changes and re-
adaptations, as in the case of the transformatiaheo City Hospital in Skopje into an
Emergency Center, instead of its planned integnatiithin the University Clinics in
Skopje.

The Republic of Macedonia signed a loan agreeméhttve CoE Development
Bank worth 45 million euro. These funds are eake@rfor renovation of many public
health institutions, including the University Clisiin Skopje. The Ministry of Health has
formed a new Project Unit whose aim is to implemahthose activities agreed upon
with the aforementioned bank. Feasibility study waade. The renovation of public
health institutions should start in early 2010.

The Ministry of Health also started in 2009 thensfarmation of the Military
Hospital in Skopje into a city hospital for the deeof the city of Skopje. This project, in
addition to great financial resources, will requidditional investment in the HR
segment.



According to the Program ‘Healthy nation and depeiental economy’,
investing in the health of the citizens of the Ramu of Macedonia has direct
contribution to the economic development of thentopu The program underlines the
need for higher responsibility and role of theesiatprovision of all necessary conditions
for healthy life as well as for speedy recoverypafients. Likewise emphasis was made
on the role of the individual and his personal cesbility for own health as well as for
other’s health.

The ultimate goals of the announced changes tleaGthvernment plans to carry
out on long and sustainable term is to reduce fwih@alth-related costs of the citizens
opening opportunities for additional health carsurance, as well as recognition of the
influence and role of the private medical sectbe Government of the Republic of
Macedonia foresees that the implementation of itggam will raise the role of the
patient as the focal point of all actions withire thealth care system and that this will
gradually make our the health care system comeictosthe modern health care systems
in Europe.

8.2. What remains to be implemented (not yet implemented or not yet
finished) in the analyzed period

The Government of the Republic of Macedonia annedrstarting a process of
democratization in running the Fund for Health Cémeurance of the Republic of
Macedonia by establishment an Assembly of Medidalbured Persons. The aim of this
program intention was to increase the transpar@mdiie work of the Fund for Health
Care Insurance of the Republic of Macedonia, amdrtie of the medically insured
persons in the distribution of the collected rewnufrom the social security
contributions. Although the final deadline for ireplentation of this commitment was
January 2009. Nevertheless, in spite of the reaer@ndments to the Law on on health
insurance, such announced change was not paregirdposed amendments to the said
law.

Non-implemented program commitments include preparaf the Master plan
for transformation and development of hospitalsisTlan was to foresee the future
planning and development of hospitals, which inntwvould have provided detail
prediction of future investment, avoiding thus plodisy of doubling or overlapping of
financing and of increasing costs. Additionally,clsuplan would enable also greater
regional medical cooperation among local hospitalsated in a same region (for
instance: Bitola, and Prilep; Ohrid, Struga andeXiz; Kocani and Stip).

The Government of the Republic of Macedonia annednccomplete
transformation of the hospital sector by draftimgl @doption of the Law on autonomy of
general and special hospitals. Although this lave weepared in 2008, its adoption has
been postponed. The aim of this new law would bebtmg greater spirit of
entrepreneurship, as well as new opportunitiegHerstate-run hospitals. Such reform-
minded concept is complementary with the new mama&gé principles in running
hospitals; these principles should significantlyseathe quality of the work done,
improve the attitude and relationship towards pésieand introduce a system of proper
work evaluation of the people employed in the pubkalth care system in the Republic
of Macedonia.



Still one cannot note progress in the promotiorhef palliative care of old and
feeble people in the country with greater roleh& medical house call practice.

8.3. Evaluation of potential risksfrom (non)implementation or from (non)quality
implementation of activities

Postponement of reforms in managing the Fund faltHeCare Insurance of the
Republic of Macedonia leads inevitably to minimgithe role of contributors of social
security contributions in the decision-making psxen how to distribute the revenues
that are collected by this Fund. One can locate bie greatest risk to the present and
future functioning of the health care system of&public of Macedonia.

The analyzed period also noted lack of functiogadit the present management
system of the Fund for Health Care Insurance of Rlepublic of Macedonia. Thus,
certain decisions which had been previously madéé&yManagement Board of the Fund
for Health Care Insurance of the Republic of Maceadfor instance, the discontinuation
of the positive list of government-paid medicamgmisre later revoked by the Minister
of Health; this then led to a public confrontatioetween the said Minister and the Fund
Director who later had to leave his office. Theger® management structure of the Fund,
where payers of social security contributions a&@resented by their representatives in
the Management Board of the Fund, is insufficieritgnsparent. This could lead to
potential direct pressure and influence by incunhipefiticians in the distributions of the
funds collected from the insured contributors. ¢tadion for such conclusion has been the
implementation of the Government Project on freelwdrge health care insurance for all
citizens. This Project has been implemented byabeernment without at the same time
providing additional money to the Fund from theiorl budget in view of now greatly
increased medical expenses for everyone in thetgourhis has only added further risk
to the possible successful outcome of the Prof@ct.the other hand, the medically
insured people (as the group of greatest contributo the revenues of the Fund) were
never consulted on the manner of collecting ancdipg these funds. This has created a
situation of increased number of medically insupemple and greater need to deliver
medical services for all of them, on one hand, lanekr heal care budget on the other;
this might indicate a rather serious threat tofithencial sustainability of the overall state
health care system in the country.

Although planned in the various Government prograthe introduction of
autonomy in the work of general and special hokpitas yet to see the light of day. The
postponement of this intended process, which igctiy complementary with the
introduction of the DRG system, could possibly ikediigh risks in certain segments of
hospital management. Contrary to the expectatidred the said autonomy would
introduce entrepreneurship spirit in the state theehre system, its postponement will
prolong the present autonomy of the hospitals ikingadecision on hiring medical staff,
promoting their operation, as well as in using dirdcting the funds that these hospitals
get, regardless if investments or hospital annudbbts are in question.

Additional risk to the successful outcome of thismas in the health care system
is seen in the official announcement by Governnoéiitials of projects that lack careful
planning, so that such projects are difficult torgaout, are postponed, or even are not
implemented at all. Such example is the purchaseeafical equipment and machines the



implementation of which has been going on for mothan two years; this leaves room
for doubts as to the successful outcome of thigeptoThis also relates to the announced
Project on transformation of the Skopje Military $pital lacking any clear time frame,
precise analysis of the costs and of required invests in certain segments, especially
costs relating to the projected medical staffinguifar untreatment has been given to the
formal announcement of opening a coma departmeptidsof the present Gerontology
Institute in Skopje. Although that project was palgl announced by formal opening of
the premises to be equipped with the new designatedical machines, it has been
almost stopped. There is no trace whatsoever osithdarly widely publicized Project
on PPP (Public Private Partnership) in medicind,especially of the Project on dialysis.

Possibly reason to postpone certain projects is sethe current economic crisis
which has had a direct impact on the public hea¢ cystem in the country as well.
Reduction of the social security rate, coupled wittver transfer of money from the
national budget for the Fund for Health Care Insoeaof the Republic of Macedonia
have thus caused lower revenues of this Fund. Tthestotal revenues of the Fund in
2008 amounted to 20.5 billion MKD, while the 20@enues were decreased to 19.7
billion MKD due to national budgetary cuts. The aed 2009 national budget revision
provided further cuts to the overall revenues @& Bund. According to statements by
Government officials, there will be further natibtmadget cuts in 2010 for the revenues
of the Fund by 5%. Smaller revenues of the Fundsat followed by reduction in the
type and volume of services that are bought froenpihblic medical institutions; there is
also no reduction in the medical staff or mediceititutions so financed. This actually
means that the public medical institutions are derdpto produce more services with
less resources, which certainly can have graveecpmsices on the quality of rendered
services or to make the patients spend more prinaiaey for disposable medical
material that cannot be presently provided forh®ygtate health care system.

8.4. Overall evaluation by the expert on implemented activities for the
reporting period, with possible recommendations

The Government of the Republic of Macedonia, angeeslly the Ministry of
Health, although faced with great challenges asttiotion in financing the state health
care system, have adhered to the implementatigheo$et reform tasks and projects in
the health care system that have been definecimiti-term program activities. Because
of the complexity of the reform process and lackpoécise information, there is no
possibility to make overall evaluation of the reésuih the foreseen reforms in the present
stage of their implementation.

The introduction of the new manner of financing twspital services by means
of the aforementioned DRG system is signed ouhadbést-implemented activity in this
period during the analyzed period. Indeed thisnis of the biggest reform steps forward
that have been to date undertaken in the Maceditata health care system. Although
this reform has not been fully completed, one sthowhderline the fact that most
activities in this context have been finalized iery short time period (20072009), as
opposed to many other countries where such systasnmroduced within 7 to 10 years
on the average.



The Government will face greater challenge in coindé the actual connection of
the financing of the hospitals with the DRG systarhen great discrepancies will appear
between the planned budgets and actual paid expesli by the state medical
institutions. Initial analyses show that there viad many hospitals whose budgets will
have to be cut for the sake of other hospitals kwhidl require increased budgets in
accordance with the work done during the year. firfied impact of such reform will be
later shown by means of integration of the DRG esystomputer applications with the
informatics systems of the hospitals and the FwrdHealth Care Insurance of the
Republic of Macedonia.

Together with the implementation of the plannedgpam activities, the Ministry
of Health has started in 2009 a completely newrmefbased approach in its work by
establishment of the Committee for health care pt@mn. Although this process has
been applied with evident transparency and incfusiomany stakeholders that operate
within and around the medicare system, neverthethege is impression that the
Committee plans new activities incompatible witlke thngoing Government medicare
Program. Therefore, it would be necessary in theogeto come to make direct
connection between the Government Program and oéwti@s undertaken by the said
Committee.

It is to be recommended that the Government shbeldvery careful in the

forthcoming period in the presentation of the pekcit intends to pursue, while their
public presentation should be conducted at the mbmken related projects are about to
be completed.
Ultimately one would recommend, for the sake othhligvel implementation of already
started and future planned reforms and projectd,tbie Government and particularly the
Ministry of Health act towards reduction, and inm® points, towards complete
elimination of the said threats and risks that ppmn that road.



