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Health Strategic Advisory Group (Health SAG) was created on the 24th of July, 2014, 4 
according to the Order of the Ministry of Health of Ukraine number №522 from 24.07.2014. 5 
HealthSAG was founded as a result of joint initiative of the country’s leadership and IRF 6 

founder George Soros. The initiative was aimed at attracting highly skilled Ukrainian and 7 
international experts to consult the government on strategic approaches to reform, optimal 8 
use of international assistance, consolidation of donor policies to assist reforms in Ukraine, 9 
and addressing current issues.  10 

After a number of meetings and draft documents by the SAG experts, this paper now 11 
summarises the proposals forwarded by national and international experts and reflects the 12 
legitimate aspirations of Ukrainian society regarding the future health system. 13 

The Strategy is in any case only a policy proposal to be submitted to the Council of Ministers 14 
within the next few months. Our biggest satisfaction will come from the process of fertilizing 15 

the necessary debates. As there is no crystal ball with the answers and since other 16 
stakeholders may see things differently, suggestions and contributions in the process of 17 
moving the situation forward are most welcome. 18 

This paper includes a Situation Analysis and Roadmap with the "what's" and the "how's" of 19 
the strategic proposal (points 1, 2 and 3 below), plus a summary Action Plan (point 4) with the 20 

"things to do" both in the short term -say the next two years- and in the remaining eight years 21 
of the next decade. In technical terms, the structure of the document is as follows: 22 

1. Health Status and Health System; Main Policy Issues 23 
2. Stakeholders, Values, Goals and Objectives of the Future Health System of Ukraine 24 

3. Health system Architecture. Strategic Options for Ukraine  25 
4. Building the New Health System; Inclusive Policy Development and Action Plan  26 

Health SAG consists of the Coordination Council and Expert Group. Coordination Council 27 
representns government (MOH), professional assosiation (Ukrainian Medical Assosiation), 28 

patients group (Patients of Ukraine) and multilateral partners (WB, WHO. IRF). The members 29 
of the Expert Group were selected on the principles of transparency, fair competition and 30 
appropriate qualification. Almost 100 applications were reviewed by CC members, 12 out of 31 

whih were selected, nanely Ain Aaviksu (Estonia), Tatiana Dumenko (Ukraine), Antonio 32 
Duran (Spain, Roman Fishchuk (Ukraine),  Andriy Guk (Ukraine), Oleksandr Kvitashvili, 33 

(Georgia), Volodymyr Kurpita (Ukraine), Oleg Petrenko (Ukraine), Mykola Prodanchuk 34 
(Ukraine), Tihomir Stritsrep (Croatia), Igor Yakovenko (Ukraine), Robert Yates (the Great 35 

Britain). 36 

Special thanks to SAG Secretariat: Olga Stefanyshyna, Pavlo Kovtonyuk, Kateryna Telehina, 37 
Inna Boyko, Oleksndra Zakhovayeva, Mariya Makovetska, Inna Golovanchuk. 38 

Additional Health SAG express special thanks to national and international experts 39 
contributed to our work by provision of additional information and participation at selected 40 
Health SAG meeting. 41 
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EXECUTIVE SUMMARY 42 

The current status of Ukraine’s Health System (hereinafter ―HS‖) is characterized by high 43 
morbidity, mortality and disability rates, especially of non-communicable diseases (NCDs), 44 
such as cancer, cardio- and cerebrovascular disease, metabolic diseases, etc. Combined with 45 
migration, this has caused a deep demographic crisis in Ukraine as a result of which the 46 

national population has decreased by 7 million (from 52 to 45.3 million) over two decades.  47 

The alarming figures show that the vast majority of the Ukrainians:  48 

 are excessively exposed to severe risk factors, such as smoking, drinking, unhealthy 49 

diets, lack of physical exercise, pollution, etc.  50 

 fail to receive effective, quality care at the level of other industrialized countries 51 
worldwide. Furthermore, our citizens stay unprotected from financial catastrophe in 52 
case of disease despite the fact that Ukraine spends a substantial amount of its 53 

incomeon health  54 

Key determinants for such situation are in-depth deficiencies accumulated in the national HS 55 

due to long-lasting absence of modernization, a disregard to population needs and modern 56 

international trends in strengthening HS and substantial pockets of inefficiency and 57 
corruption. 58 

Proposed National Health Strategy will become part of the national reform plan announced by 59 
the Government of Ukraine.  60 

The National Health Strategy (hereinafter: the Strategy) is a framework document which sets 61 
the context, vision, principles, priorities, objectives and key measures in the Ukrainian HS in 62 

the coming period. The time horizon to 2025 was chosen because it provides sufficient time 63 
for implementation and assessment of policy changes. 64 

The Strategy forms the basis for policy development and decisions making in health, including 65 

decisions on the revenue and allocation of budgetary resources in the health sector. The 66 
purpose of the Strategy is not put together a long list of measures and activities to be 67 
implemented in order to achieve all the goals and objectives in each segment of the health 68 

sector. Rather, the strategy must provide clear and convincing reasons why something is 69 
considered as a priority. So, it forms the basis for the evaluation and revision of existing 70 

programs, regulations and development of new ones. (eg. the strategic plan for the 71 
development of human resources, hospital master plan, a strategic plan for the development 72 

of palliative care, a strategic plan for the development of public health, etc.). 73 

The future health system should be based on three underlying principles that the Ministry of 74 
Health and the Government see as fundamental, need to be applied across the sector and 75 
need to be reflected in any new subsequent development, namely being: 76 

 People-centred, whih means (Health Policy and Planning, Vol. 27, 2014) the 77 
following:  (i) the health system should put people’s voices and needs first; (ii) health 78 

reforms need to be people centered, which means that quality, safety, duration and 79 
depth of contact, closeness to communities and responsiveness to changing 80 
requirements are key aspects of the new health services the reforms intend to build; 81 
(iii) health systems are social institutions, which operate through chains of relationships 82 
between different health systems actors—including administrators, health care 83 
providers, service users and researchers—each acting in their respective contexts. As 84 
such, systems thrive on mutual trust, dialogue and reciprocity, and their effectiveness 85 
correlates to the quality of these human relationships. 86 
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 Outcomes-oriented:which means that following: (i) results-orientation (health 87 
outcomes, financial protection, cost-effectiveness, and patients’ responsiveness) 88 

should guide all decisions at all levels; (ii) the health system should nurture an 89 
atmosphere where all staff performance in terms of service delivery results is assessed 90 
regularly, and improved continuously; (iii) systemic reforms such as the greater use of 91 

private providers for service delivery, etc., should be pursued if and only if and where 92 
they can lead to better results, for example lower unit cost of provision for the same 93 
service quality. It is therefore essential and a priority to improve the quality and breath 94 
of the performance information base upon which decision makers take their decisions, 95 
which is currently extremely poor and limited.   96 

 Implementation-focused:which means that it is not enough to bring forward good 97 
ideas, but it is essential to prepare, implement and monitor detailed reform plans, 98 
which clearly specify responsibilities, timeframe, and accountability mechanisms. It is 99 
also essential that reforms are fiscally sustainable and do not promise what the state 100 

cannot afford to provide (i.e., ―free health care to all‖) 101 

I. Health Status and Health System; Main Policy Issues 102 

In 2012 Average Life Expectancy at Birth, LEB,in Ukraine was 66.1 years for men and 76 103 

years for women, wich is low not only compared to European averages (72.5 and 80 104 
respectively) but very similar to the figures in our country in 1990 (65.7 for men and 75.0 for 105 
women). Combined with migration, the current health status has caused a demographic crisis 106 

as a result of which the population has been reduced by 7 million (from 52 to 45.3 million) 107 
over two decades. 108 

 109 

Ukraine presentss one of the worst health profiles in the European region, characterized by 110 
high mortality, morbidity and disability rates. In terms of mortality, it is second in the European 111 

ranking, increasing by 12.7% between 1991 and 2012 while it dropped by 6.7% in the 112 
European Union. Notably deaths in the working age population account for one fourth of the 113 
total(in men one-third of all deaths, with 3-4 times higher probability of death than women in 114 

all age groups 16 - 60 years).Mortality by cause of death is dominated by non-communicable 115 
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diseases (NCDs) such as cardio- and cerebrovascular disease, cancer, metabolic diseases, 116 
etc. and has remained unchanged in recent years.In 2013, cardiovascular disease were the 117 

leading cause (66.5%), followed by neoplasms (13.9%) and "external causes"in the third 118 
place (6%). 119 

 120 

Those alarming figures show that the vast majority of Ukrainians are excessively exposed to 121 
risk factors such as smoking, excess drinking, unhealthy diets, lack of physical exercise, 122 

pollution, etc. More than half adult Ukrainian men for example smoke regularly, compared to 123 
about 25% in Western Europe (International evidence shows that 25% of smokers will lose on 124 

average about 20 years of LEB compared to non-smokers). 125 

One of the key determinants for such situation is the poor economic performance of the 126 

country. The Gross Domestic Product (GDP) in Ukraine in 2013 amounted to 1.46 trillion UAH 127 
(USD177,4 billion), which on per capita bases mean far lower values than even the lowest 128 
values of the European Union, EU. The evolution during recent years is shown in the figure 129 

below.130 

 131 
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Other key determinants are in-depth deficiencies accumulated in the health system. For a 132 
start an numarous fragmented set of outdated high-level health institutions at national 133 

levelhave failed toensure effective interventions affecting the broad determinants of health 134 
(poverty, housing, employment, etc.) that werenecessary for Ukraine to prosper as a modern 135 
society. Despite the myriad of formally mandated inherited and new institutions, public health 136 

in Ukraine lives in a magmatic, non-prioritized chaos -different legal and technical documents, 137 
for example, describe arbitrarily the area of "public health services". 138 

Much more decisively for the purpose of this strategy is the failure of a health system plagued 139 
with archaic arrangements and a not person-centered, inefficient operation to deliver 140 
effective, quality services to citizens. Organizational, legal, financial, managerial, economic, 141 

structural, staffing, informational, sectoral and other fundamental errors preclude Ukraine from 142 
achieving human capital gains. This is so despite the fact that Ukrainiansspend on health a 143 
substantial amount of their income. In 2012, total health expenditure, THE, was around 7.7% 144 

of the GDP a proportion in fact equal or even higher than those in countries that joined EU 145 
after 2004, and higher than those in countries of the region such as Poland, Romania, and 146 
Estonia -which provide better coverage to their citizens and obtain better health 147 

results.Because of the low level of GDP per capita, this percentage translates in a per capita 148 
health expenditure equal to only UAH 2391.7 (some US$ 299,3) in 2012, significantly lower 149 
than the 3340 of the EU average -which also includes Czech Republic with US$ 1432, Poland 150 

with US$ 854, Bulgaria with US$ 516 and Romania with US$ 420).  151 

In addition, there is a radical 152 

mismatch between what the state 153 
promises and what is able to 154 
provide. On paper, the health 155 

system proclaims that it provides 156 

universal access to unlimited 157 
care, free at the point of use in 158 
public medical facilities, butin 159 

reality citizens have been for 160 
years unprotected from the 161 

empoverishing consequences of 162 
health expenses in case of 163 
disease.Expenditure from public 164 
sources (4.4% of GDP) only 165 

covers57% of the total 166 
servicespeople use/need. 167 

Furthermore, expenses of health facilities are dominated by fixed costs (salaries, for 168 
example,account for some 71-74% of the total), leaving very litle space for actual service 169 
provision -that is, treating patients, buying medical supplies and consumables, renewing 170 
technological endowment, etc. This means that services are either not provided or when they 171 
are, citizens have to bear upon their shouldersmuch of their cost -for example, annual 172 

spending on medicines in public institutions is only 5-6% of the total expenses and 173 
decreasing, which forces households to pay for the overwhelming majority (estimated at 94-174 
95% during 2005-2012) of pharmaceuticals and other medical supplies. 175 
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Private expenditures on health in 176 
Ukraine (in 2012, 46 billion UAH, 177 

42.3% of THE and 3.2% of GDP) 178 
were among the highest within EU 179 
and Eastern European countries -180 

only after Bulgaria, but the vast 181 
majority of these private expenses 182 
were paid directly to providers, 183 
without any pooling that could have 184 

ensured cross subsidisation and 185 
joint financial protection.More 186 

specifically, households paid 187 
94%of private sector funding as 188 
Out of Pocket expenses, OOP, 189 

while private health insurance, 190 
employer based coverage and 191 

non-profit organizations sponsoring 192 
was marginal -see figures. 193 

Health service institutionsface other constraints as well. Their public financing (variable as a 194 

fraction of total income depending on whether they are a hospital or an ambulatory institution) 195 
comes from the budgets assigned to them by their respective patrons (mostly regional, district 196 

and municipal/village authorities), who in turn are financed from allocations from the central 197 
budget. Such resource allocation to each individual health facility is done along specific 198 
norms/ formulae, mostly basedon the inputs -doctors, beds, etc.- decided by central planners 199 

(and basically meant to maintain the status quo, with some additional oiling of the system 200 
through under-the-table payments).  201 

202 
In addition, budgets are ―itemized‖ according to a rigid economic classification. Facilities have 203 
no freedom to transfer funds from one budget line to another and assign resources to their 204 
respective service provision activities (e.g. prioritizepersonnel versus utilities, surgery versus 205 
internal medicine or equipment versus consumables). Instead they must spend all funds 206 
(unspent funds at the end of the year will have to be returned and could lead fiscal authorities 207 
to reduce the facility's budgetary allocations for the next year by the same amount) and do so 208 

55%

89%

99.7%

45%

11%

0% 20% 40% 60% 80% 100%

Pharmacies and medical product vendors

Ambulatory facilities

Hospitals

Public and private health expenditure 
by types of facilities, %

Source: Ukrstat, 2012

Public sources

Private sources

93.7%

3.7% 2.3% 0.2%

Structure of private health 
expenditure, %

Source: Ukrstat, 2012

Household 
expenditure

Private companies

Other voluntary 
insurance

Sickness funds



 

8 
 

exactly as allocated, which makes hospital management almost irrelevant, not to say 209 
counterproductive. For managers,thus, keeping hospital infrastructure inflated and hospital 210 

stays prolonged pays more than behaving rationally and saving, or re-profiling spending 211 
patterns.  212 

Inefficient system design and operation make things even worse. In theory, the central 213 

Ministry of Health coordinates the totality of the institutions in the public sector, among 214 
whichMinistry of Finance and local authorities distribute the public funding gathered from 215 
general taxes. In reality, almost three fourths of the total financing for health goes to health 216 
facilities and staff employed at regional and local level.  217 

Of the one fourth which is spent on nationally owned establishments, approximately 40 218 

percent goes to establishments owned by several other ministries,not Health Ministry (namely 219 
Defense, Internal Affairs, Transport, Labor and Social Policy, etc.) . Employees and retirees of 220 
these other Ministries receive health care from these facilities but generally also use on an ad 221 

hoc bases mainstream government facilities for other needs – which obviously creates 222 
redundancies, duplication and waste -in addition to the intrinsic irrational use of resources 223 
entailed in having parallel networks to serve the same needs. 224 

225 
All this has resulted in theexhorbitantnumbers ofover 2,200 hospitals and over 400,000 226 

hospital beds in the public sector -many more in per capita terms than not only neighboring 227 
countries but also the EU. However75% of those beds have an extremely low service 228 
production capacity, as they are located in small facilities (municipal and district hospitals, 229 
municipal single-disease -TB, STD, etc. hospitals, dispensaries and rural hospitals), some in 230 

a dilapidated state. Because of lack of investments and other constraints, very few are able to 231 
provide complex care (e.g. modern cardiac surgery or cancer treatment). 232 

In addition, Ukraine has a massive network of different types of specialists such as 233 
cardiologists, orthopedic surgeons, ophthalmologists, urologists, etc. based out in 8,300 234 
polyclinics at rayon and larger town/urban area hospitals and specialist single-disease 235 
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dispensaries (TB, HIV/AIDS, etc.). They were originally meant to work upon referral from 236 
stand-alone points, outpatient clinics and polyclinics -separated and/or attached to district and 237 

rural hospitals- supposed to provide first level health services as Primary Care facilities 238 
organized via catchment areas that group populations in the rayon. PHC centers however are 239 
staffed by a physician and a nurse (in rural areas, by feldshers and/or midwives) who provide 240 

limited services in an environment of low technology and no incentives for quality, which has 241 
deteriorated their professional competence over the years. As a consequence, most patients 242 
bypass PHC to seek care directly from specialists -who indeed are usually happy to provide 243 
care in exchange for some official or unofficial payment. 244 

Pre-hospital and hospital emergency medical services (EMS) are another separated sub-245 

system that does not meet homogeneous appropriate requirements of quality, access, 246 
effectiveness and equipment. Misuse of resources is more the rule than the exception in this 247 
context. 248 

From 2011 to 2014, a reform pilot initiative in Dnipropetrovsk, Donets and Vinnytsia oblasts 249 
and in the city of Kyiv incompletely piloted elements of new financing mechanisms, including 250 
contracts with health care providers, incentives for labor reimbursement and referral 251 

mechanism for regulated access to secondary and tertiary care. One of the reasons why the 252 
2011-2014 pilots could not be evaluated is because there was no collection of data on service 253 
delivery quality, efficiency, coverage, etc.; baseline measurements were just non-existent, 254 

and no rigorous monitoring/follow up were introduced to check if performance was improving 255 
or not after the pilots. 256 

This worrying picture is compounded  by rapid ageing of the population and a decrease in the 257 
number of doctors (often misinterpreted when presented on per capita bases, due to the 258 
decline in the population) and even more notoriously, of nurses and other qualified health 259 

staff. Low wages irrespective of the volume and quality of work carried out in a deteriorated 260 

technological and professional environment, plus rigid working rules led by arbitrary decisions 261 
of politically appointed bosses have had an impact of the ethics, morale and social appeal of 262 
health providers. 263 

The private sector meanwhile is very small -there virtually are no significant private health 264 
insurances and few private  hospitals- and consists mostly of pharmacies, medical facilities 265 

(predominantly outpatient), and privately practising physicians. They receive their financing 266 
mostly through direct payments from the population -there is virtually no outsourcing from 267 
public facilities. 268 

In summary, the political leadership and the executive as well as legislative branches of the 269 

Ukrainian state have kept unaltered the health system inherited from the Soviet period -an 270 
integrated Semashko model publicly financed and owned, hospital-centered, with extremely 271 

fragmented governance and with services focused on individual acute treatments and minimal 272 
prevention. They have disregarded population health needsand proven unable to respond to 273 
the overwhelming burden of NCDs (the system was designed after World War II to fight 274 
infectious diseases and traumas, which in general are single-cause and less determined by 275 
personal behavior, as well as mother and child health issues, at a time when communications 276 

were difficult and medical technology not expensive). They have also ignored international 277 
trends in modernizing and strengthening the health system (for example, offering space to the 278 
initiatives of the private sector) and have failed to provide policy guidance in vital areas such 279 
as IT. Evidence abounds that they have also cultivated substantial pockets of inefficiency and 280 
corruption. 281 
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II. Stakeholders, Values, Goals and Objectives of the Future Health 282 

System of Ukraine 283 

The new political situation is in itself the clearest demonstration of how Ukraine has changed, 284 

and for that reason, citizens will not accept a health system that fails to serve their needs and 285 
honor their aspirations in sensitive areas as health, disease and disability 286 
anymore.Conserving the existing system in the fields of management, financing, staffing, etc. 287 
would only lead to deteriorated public health, deepened problems in financial resources use, 288 
increased inequality in access to health care by the vulnerable populations, further population 289 

dissatisfaction with medical servicing and government policy, etc. A shy modernization mostly 290 
in primary and emergency health care as it was starting to happen recently, without changes 291 
in other system areas would not be very different either. The only acceptable course of 292 
action is overhauling the current system in a deep but controlled manner. 293 

Above any other consideration, Ukrainians want first and foremosta strengthened health 294 
system that achieves health gain for all at the level of developed European countries 295 
hopefully through prevention of disease but in case of need, through effective care.  296 

Young and old, urban and rural, rich and poor citizens feel themselves entitled to a much 297 
better treatment; they despise an over-bureaucratized and corrupt management system that 298 

does not provide for timely response to personal and societal needs, factoring-in risks and 299 
making use of all possible resources. They want the system to be responsive to their 300 
expectations and requests. 301 

Business people, industrialists and scientist feel burdened by the present focus on 302 
maintenance of inefficient facilities, rather than on performance and good results. They claim 303 

for a scientific and evidence based health system to provide support to their economic and 304 
social activities. Ukraine raises funds for health care in proportions comparable to those of 305 

regional peers but the spending is extremely misplaced; they want the system to be efficient.  306 

International experience shows beyond doubt that a well performing system, capable of using 307 

available resources in a socially responsive manner, would provide effective universal 308 
coverage and protect everybody from the catastrophic consequences of disease. Thisrequires 309 
a better link between the health of the nation, the national economic development and the 310 

well-being of citizens in a context of freedom and pluralism.  311 

The modernizing reform of the Ukrainian health system should be presided by goals and 312 
objectives able to embody societal values and aspirations; in the best tradition of modern, 313 

democratic Europe, human rights for health should be compatible with economic and social 314 
development and political stability, preventing waste and corruption. Ukraine needs to put the 315 
legal, financial, economic, structural, managerial, organizational, information and 316 

communication fundamentals at work for achieving the best possible outcomes in terms of 317 
health gain (level and equity), financial protection, responsiveness to citizens demands and 318 
expectations and overall efficiency. 319 

Ukraine's healthcare reform objectives can be grouped in four clusters:  320 

 Enhancing individual responsibility for citizens’ own health;  321 

 Guaranteeing free choice of service providers;  322 

 Creating business friendly environment in the healthcare market;  323 

 Providing targeted assistance to the most disadvantaged part of the population. 324 
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Responsibility 325 

The system should be based on the understanding of responsibility for all aspects of one’s 326 
life, including the healthcare and maintenance of wellbeing. For example, formal co-327 

payments, in many cases, become necessary part of public financing services, and amount of 328 
it should depend on the criteria established by government for healthcare service users. Such 329 
policy ensures that government provides more help to disadvantaged and less to well-off part 330 
of population. 331 

Freedom of choice  332 

The freedom of choice is a major driving force in the free market competition and basic 333 
European value. Without competition, it would be impossible to create sound economic 334 
incentives among service providers and other healthcare market players. Patients should 335 
have the right to choose their service providers based on their geographic location, quality of 336 

care, professionalism of medical personnel and availability of wider range of services.  337 

Business environment 338 

Services are run by businesses and they must respond to the needs of consumers and 339 
compete with each other to improve the quality of service at a minimum cost. Today no one is 340 

arguing about necessity of restructuring of service provision. They should have the freedom to 341 
make necessary changes and the government has to remove artificial barriers. In a freer 342 
environment, where choice of provider is in the hands of patients, medical facilities will 343 

concentrate on providing high quality care, use modern technology and management to 344 
attract more patients, thus increasing their revenues. The concept that healthcare cannot be 345 

and should not be profitable is wrong. Services may be subsidized by the state through public 346 

funding, but the service provider network cannot be losing money and solely depend on 347 

government subsidies. 348 

Public Finances 349 

By effective use of public funds, we mean directing public resources to most needy part of 350 
population. In this regard, the government has wide range of opportunities to adopt the 351 
experience of many developed and developing countries having used different targeting 352 

arrangements. The better-off part of the population should be encouraged to take care of their 353 
own health risk management, while disadvantaged are taken care of and should be 354 
subsidized according to their need to the extent possible within the budget. 355 

 356 

Establishing a person-centered health system, strengthening public health and increasing the 357 
human capital of Ukraine, however, cannot be done just by enumerating high level goals; it 358 

rather requirestheir trimming down into a set of intermediate results in the fields of access to 359 
and utilization of quality health services, choice, continuity of care, safety, institutional 360 
productivity, etc. And after having outlined the desired goals and objectives as per the above, 361 
Ukraine needs to choose and explicit decisions concerning how the health system will unfold 362 
its functions (groups of similar activities): 363 

 Controlling either communicable or non-communicable diseases requires access to 364 
and utilization of quality preventive, diagnostic, therapeutic, rehabilitative and caring 365 
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health services –including pharmaceuticals- by the population, to be defined under 366 
specific conditions of institutional productivity, continuity of care, safety, etc..  367 

 The production of those services could be either ―made‖ by the public sector or 368 
―bought‖ from the private sector, offering choice to the citizens according to their 369 
preferences. The role of the private sector and its core parameters (size, regulation, 370 

relationships, etc.) need to be determined. 371 

 A staffing system which does not meet the sector’s needs in terms of adequate 372 
retentionand increase of the human capital in its quantitative and qualitative terms will 373 
only contribute to wasting money, but criteria for that need to be well thought out;  374 

 Procurement and supply management system which are wasteful, inefficient and 375 

frequently corrupt do not guarantee that equipment, drugs and necessary vaccines are 376 
available at reasonable cost when needed, but their operation cannot simply be 377 
stopped without alternative systems, for obvious reasons; 378 

 Poor mechanisms of inter-sectoral coordination and interaction for promoting health 379 
will only maintain institutionally and functionally underdeveloped public health; 380 

 An information support which banks on paper-based, de-personified health recording 381 

and reporting, makes impossible comprehensive monitoring and evaluation of 382 
resources for efficient operational management and strategic planning, yet IT 383 
technologies are expensive;  384 

 Furthermore, information and communication performed mostly in an unprofessional 385 
and reactive manner will not unleash the energy that is necessary to improve the 386 

health of the population, but transparency is easier to proclaim than to achieve, etc 387 

The Ukrainian government has a mandate to conduct reforms in many areas and a unique 388 

political window of opportunity to do so; decisions ші about how the health system will affect 389 
people’s lives and the country's economy for many years; in adition, major choices at the 390 

beginning of the process will be difficult to change later, and this imposes exceptional 391 
responsibility on the government. For those reasons, the proposed changes will have to  392 

(i) minimise avoidable suffering and  393 

(ii) be clean and implemented transparently. 394 

In other words, strategic decisions of all kinds need to be made in the months to come. The 395 
next section tries to facilitate choices in the core parameters of the objectives pursued 396 

III. Health System Architecture. Strategic Options for Ukraine  397 

No doubt, the future health system in Ukraine should be aligned with its accession to the 398 
International and European community, which entails an evidence-based transfer of world 399 
modern arrangements, practices and experiences to a Semashko- post-Soviet model, 400 

concerning: ? 401 

 What personal and population services should be produced,how, where, by whom; 402 

 How sufficient funding could be raised, pooled and allocated,from what sources; 403 

 How the entire system will be governed (planned, regulated, etc.) in order to obtain the 404 
desired results in the most transparent and efficient manner, and 405 
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 How the necessary inputs (human resources, building, technologies, information, etc.) 406 
could be ―gathered‖? 407 

Evidence shows a substantial range of options and ―models‖ for each of the above health 408 
system functions within the EU umbrella; countries share common principles and approaches 409 
that should be properly considered in the design of options for the future health system of 410 
Ukraine -signalling by the way the possibility to avoid confrontations while respecting 411 
legitimate ideological differences. Some countries use preferentially primary health care 412 

services whereas others are more inclined to rely on hospitals; some prefer public employees 413 
whereas others use more private providers; some rely on insurance schemes whereas others 414 
use more budgetary arrangements; some countries have stringent regulations in areas that in 415 
other countries are not subject to particular specifications, etc.  416 

The above, however, by no means suggest that functional options make no difference, and 417 

preferences will be explicitly or implicitly expressed here while proposing options, as follows: 418 

Service production and delivery.  419 

A robust, networked public-private mix of providers 420 

Service production in Ukraine will be reformed according to the principles of availability, 421 
universality, continuity and to a comprehensive approach combining primary and specialised 422 
care. Servicesproduction arrangements need to be free from bureaucratic over-regulation and 423 

enable private investments into the system, as well as increase consumers’ freedom of choice 424 
as driving forces of reform. Providers of all organizational forms and ownership should have 425 

an opportunity to freely enter the market and compete on equal footing for public funding, as 426 
long as they meetdue requirement of safety and quality. 427 

Many health services are vital for particular individuals (personal services) or groups of 428 
people (population or public health services). Thus a multi-shaped network of public and 429 

private health care facilities (including hospitals, PHC units in rural and urban areas, day-care 430 
facilities and forms of integrated care) will serve the needs of many types of health services -431 
as defined by the purpose of the service in the cycle of the disease (preventive, therapeutic, 432 

rehabilitative...); by the concentration of technology/staff specialization (primary, secondary, 433 
and tertiary care); by the technology involved (surgical, lab, imaging); by the professional 434 
skills involved (medical, nursing…); by the intensity of the process of care (routine, intensive, 435 
emergency care); by the main target recipient (paediatric, geriatric, etc.); and so on.  436 

Service providing institutions (networks, corporations) will be established, with their own 437 
managerial autonomy -see below "Provider Autonomy" in the Governance section. All over 438 
the world, all health systems share modern management approaches both in the state/public 439 

sector and in the private sector. Those professional arrangements emphasize the need to 440 
achieve good quality and quantity (productivity) results, reward initiative, use economic 441 
resources judiciously, promote team work, etc.  442 

Primary care strengthening.  443 

Given the current situation and post-soviet tradition with human resources distribution in 444 
Ukraine (lack of family physicians, entrenched polyclinic system) at PHC level,in the short run 445 
there will be no way to abandon the present mix of family medicine, pediatrics, obstetrics and 446 

gynecology, health care at home (home nursing), etc. However, clear primary care-447 
strengthening initiatives will be immediately launched with a new role, establishing general 448 
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practitioners as privately operated businesses / private entrepreneurs (following the UK, 449 
Netherlands, Denmark, etc examples), especially in rural areas; to that end, gradual re-450 

training of PHC doctors and re-equipment of PHC institutions will be carried out. Gradually 451 
introduced private PHC practices will be providing services in parallel with the public 452 
institutions and their services will be covered through the same funding mechanisms – from 453 

the public budget or through the medical insurance mechanism when introduced. It will be 454 
essential to ensure financial protection of the patients, while promoting competition between 455 
the providers of different management models. 456 

The principle of free choice by the citizen(registration with one ―chosen doctor‖ subject to 457 
competition) could be used to take advantage of a characteristic feature of PHC -that doctors 458 

care for several patients -individuals and families- related to each other, who live and/or work 459 
in close proximity and whose lives are inter-related. Doctors gain with that understanding of 460 
the social context in which their patients live and become ill - a considerable strength of family 461 
medicine. 462 

True, patients will indeed need PHC practitioners to guide them through an increasingly 463 
complex system and the exclusive right of the PHC doctors to refer patients to specialists 464 

("gatekeeping") may reduce patients' self referrals -but gatekeeping is not easy to implement 465 
and should be discussed carefully (a balanced system of primary care -the indispensable 466 
basis for any ―gatekeeping‖ option- will take years to establish). A formula offering advantages 467 
only to the PHC doctor users is probably preferable to a blunt prohibition that could not be 468 

implemented. 469 

Hybrid payments are a convenient way to transition from a input-based system to one that 470 
pays for value. A reasonable approach herecould be a mix formula with risk-adjusted 471 
capitation to take into account the costs of providing care to individuals or groups (pure 472 

capitation pays only a set fee per patient, regardless of age, gender and health status),fee for 473 

service (an incentive for physicians to provide more treatments), and some pay for 474 
performance (incentivising quality and efficiency on clinical and cost-saving outcomes, 475 
instead of quantity). New services remuneration will be immediately established, at least on 476 

pilot bases. 477 

Hospital reform 478 

The number and the structure of hospitals in Ukraine needs to be urgently optimized, re-479 
profiling those beds and hospitals which consume funds and bring little value to patients and 480 
society. In the context of a single hospital network for the entire country, all medical facilities 481 
should provide access to patients and follow the same general rules, subject to procurement 482 
agency contracting (see below in the Financing section). Three levels of care provision – local 483 

hospitals, regional (geographic regions, not administrative) hospitals and central referral 484 

hospitals- could be proposed for that network.  485 

Specialized, single profile institutions could be transformed into multi-functional medical 486 
centres to provide a range of services - even if some single-profile facilities could remain 487 
intact for some time."Parallel health systems" willin any case be abolished in a reasonable 488 
period of time, with hospitals operating under different ministries becoming of the same status 489 

as other facilities, contracted by the purchasing agency on equal bases -yet given the current 490 
situation, Military medical facilities may remain intact. 491 

Ukraine needs to recognize practical diferentiation between acute care and long-term care. 492 

Acute care will serve a severe, medical condition, is typically administered by specialized 493 
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medical practitioners in areas such as intensive care and/or emergency medicine, before 494 
discharging the person to continue recovery at home.Long-term care in contrast is generally 495 

indispensable for people whose chronic physical disability or mental disorder makes it difficult 496 
for them to take care of their own needs, requiring a nurse or other health-care practitioner in 497 
their residence or in an institution. 498 

Overall a Hospital Master Plan (probably made of sub-national Master Plans, as adequate) 499 
will document under a new light the existing resources and needs and provide suggestions for 500 
network optimization, based on access and financial efficiency. The Plan(s) would enable the 501 
government to determine which hospitals could be kept as service providers in the public 502 
sector -with or without merging, which ones could be privatized, which ones should remaing 503 

as acute care facilities, and which ones should be re-profiled as "chronic or long term care", 504 
etc. 505 

The government will then be in a better position to decide how to proceed with the next steps, 506 

-either on "big-bang" or more "organic develpment bases"- depending on the response of key 507 
stakeholders, after the plan will be elaborated (see below "Provider autonomy" in the 508 
Governance section).Image and diagnostic services, or non-medical services (food, laundry, 509 

etc.) for example are natural candidate areas in terms of PPPs. In Ukraine, furthermore, 510 
NGOs have proven themselves effective in the prevention of HIV AIDS; they could be used 511 
for leading those services even after Global Fund leaves, although this would probably 512 

require social debate. 513 

Public health 514 

Public health services and activities will be rationalized and legislation streamlined with the 515 
principal responsibility of health protection and promotion, social participation and emergency 516 
preparedness against health threats. The existing population services and responsibilities will 517 

be expanded to include communicable and non-communicable diseases prevention as well 518 

as work on the social determinants of health. Outreach initiatives to address main risk factors, 519 
creating smoking-free environments, discouraging trans-fats, using helmets in motor vehicles, 520 
promoting healthy behavior will be fostered. 521 

National Center for Disease Control and Public Health will be created by merging number of 522 
institutions with key public health functions to improve strategic planning of the public health 523 

services, their administration and implementation. Restructuring could include establishing 524 
sub-central public health units and labs based on the network of health facilities currently 525 
involved in this field. A strong sub-national public health infrastructure -perhaps with PHC 526 
structures connected with centers for diseases control and centers for health promotion - 527 

could play a role in achieving short-term gains by selectively addressing ―low hanging fruits‖ 528 
(cancer screening, salt intake, physical activity), etc. 529 

Emergency Services 530 

Only after fixing the backbone of the regular health system (PHC and hospital services) the 531 
decision on whether or not, and how, to restructure emergency medical services, EMS, could 532 
be rationally addressed. Proposals to develop a National Institute of Emergency Medicine as 533 
an umbrella EMS organization -not to mention Oblast Institutes of Emergency Medicine, 534 

Oblast-level call centers with telemedicine as part of emergency medicine; emergency 535 
medicine specialty for physicians, equipment and guidelines/protocols/algorithms for care, 536 
etc- should only be considered in an ulterior stage 537 
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Health Financing 538 

General taxation as a primary source of funding, including earmarked taxes 539 

It is beyond doubt that increasing public spending without restructuring the service 540 
infrastructure will not provide a viable, sustainable solution. Efforts are needed to re-distribute 541 

available resources and increase system efficiency -if only to bridge the gap between public 542 
commitments and the financial, human or infrastructural resources necessary to finance them 543 
-which is increasing the budget deficit every year. In fact, drastic debt-reductionmeasures 544 
seem unavoidable in the short run in the strategy being prepared by the government to get 545 
Ukraine out of the current difficulties, but they will be adopted only after enhancing the 546 

efficiency and effectiveness of public spending and respecting the present economic capacity 547 
and budgetary resources -in other words, changesproposed in this strategy will be fiscally 548 
prudent. 549 

Health financing reform will thus focus on increasing spending efficiency, in particular via 550 
reforming the purchasing function. Additional sources of funds and new organisational 551 
modalities of fund pooling (e.g. public or private insurance schemes) will be certainly 552 
considered in due course, but only after the transition process is placed on the right track. 553 

Given Ukraine’s current context -with a relatively large informal sector- it is recommended that 554 
in the short run the bulk of public financing should remain sourced from general taxation 555 

revenues in order to reduce out-of-pocket expenditure. Earmarked taxes on alcohol/tobacco 556 
can serve as an additional source of funds, allocated first of all to reimbursement of drugs and 557 
primary care - the areas of reform where public investments are probably most needed.  558 

Purchaser - Provider split; the Purchasing Agency 559 

In the short run Ukraine's strategic approach to increase efficiency of the money spent will be 560 

for the state to "get some distance from funding directly owned health facilities and leave the 561 
job to specialists" -that is, contract providers based on agreed reimbursement schemes. 562 

Corruption during procurement is indeed a particularly sensitive issue, damaging both the 563 
health system and the reputation of the authorities. In practice, for example, one well-known 564 

quick way of solving extreme problems of corruption in the procurement of most 565 
pharmaceuticals is to outsource to international organizations that get involved in such an 566 
activity on behalf of developing countries. This decision by the way also brings economic 567 

savings due to the scale of international organizations procurement (for example, UNICEF is 568 
the world's largest purchaser of vaccines and WHO can provide discounted rates for specific 569 
medications). 570 

In short, a semi-autonomous but publicly governed purchasing National Health Financing 571 

Agency (precise name to be decided) will be created to deal with centralised bulk payments 572 

and related negotiations under the political leadership of the MoH. Such an agency could in 573 
due course be contracted out -for example, to a private insurance company- but doing so in 574 
the short run is simply not feasible because of the absence of suitable candidates. 575 

Resource pooling at regional level, with limitations 576 

With the bulk of public (and total) health funding originating from general taxation, initial 577 

pooling will occur primarily at central level. In order to improve efficiency and in accordance 578 
with decentralization principles, however, the majority of the central pool should be allocated 579 
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to sub-national instances on a weighted capitation formula(territories with higher health needs 580 
should receive higher levels of public funding).  581 

A balance thus needs to be found between some unavoidable consolidation of finances in a 582 
central pool for funding specific national hospitals and health programsplus forsecuring 583 
economies of scale when procuring medicines, medical equipment, etcand not removing 584 

funds from the local budget. Health services purchasing using pooled public funds should 585 
take place primarily at sub-national level under strict regulatory conditions.It is difficult to 586 
predict what could be a balanced solution, but a multi-level purchasing agency with 587 
substantial autonomy at oblast level to negotiate performance-based contracts with all 588 
providers -from PHC through to tertiary hospitals level- could be a valid alternative. 589 

Shift from input-based funding toward output-based purchasing 590 

To improve efficiency, the system will move away from input-based financing. Payment 591 
mechanisms will be introduced that give incentives to providers for them to become more 592 

responsive to patients while at the same time efficiency and cost-containment are achieved – 593 
without underproviding services.It is likely that Ukraine will want to follow the experience of 594 
other countries in using a mixture of payment mechanisms. In particular funding services at 595 

the PHC level using weighted capitation payments with adjustments for services and 596 
performance would appear to be a good option -more precisely, risk adjusted capitation mixed 597 
with fee-for-service, pay-for-performance etc. 598 

In secondary and tertiary carein general "money will follow the patient", which will be given 599 
center stage.Introducing global budgets is usually step one in the payment system reform 600 

during such transitions, before shifting to case-based payments -the main advantage of doing 601 
so being first and foremost ensuring the availability of reliable baseline information. Hospitals 602 
should also be allowed to retain their savings, using them for other purposes, or rolling them 603 

over to the following years. Incorporating case-based payments into a hospital payment 604 

system would incentivize hospitals to improve efficiency as case-based systems reimburse 605 
hospitals based on the approximate inputs needed to treat a specific case (thus making not 606 
profitable for hospitals to provide unnecessary services or to encourage unduly lengthy 607 

stays). Under right supervision -the use of tools such as Diagnosis Related Groups, DRGs, 608 
allows for hospital performance comparison- hospitals could be financially motivated to use 609 

only appropriate means to treat patients and eliminate waste, eventually addressing excess 610 
capacity to more reasonable levels of beds, size and/or number of departments.  611 

Supporting the involvement of the private sector, both as voluntary (private) health insurance 612 
and as private service provider is a crucial step -see also the section on Governance. 613 

However, during the urgent phase of health reforms the recomendation is for Ukraine to 614 
dismiss too-radical "big-bang" changes in issues such as revenue generation mechanisms 615 

(e.g. introducing social health insurance) or pooling -that is, preserve the tax-based revenue 616 
generation as well as the pooling structure unaltered.  617 

Introduction of the health insurance  618 

It is imperative to support the development of health insurance in long term perspaectives 619 
including the private one. For these purposes shifting employers’ contributions for health 620 

insurance from taxable profit to the expenditure side is essential.. However, there needs to be 621 
a regulatory and monitoring system in place first, to avoid another tax elusion scheme to open 622 
up, without clear advantages in terms of effective health insurance coverage.  Over time, 623 
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revenues generated from private health insurers must improve financial situation of the 624 
healthcare network and relieve the burden on budgetary public spending. 625 

For a couple of years when this expert group recommends to focus on reforms of the 626 
resource allocation criteria/payment systems (see above), and not to change the sources of 627 
financing significantly, for the introduction of health insurance, during this period of time two 628 

different healthcare packages can be created and financed through public resources. 629 

1. "Universal uninsurable package" (UUP) includes health protection and medical care, 630 
which is funded by the state and the population is provided with minimal co-payments 631 
regardless of their place of residence or financial circumstances. Universal uninsurable 632 
services will include a number of medical services that have historically been funded 633 

by the state, the public health, uninsurable chronic diseases, and risk associated with 634 
catastrophic expenses. The content of this package may be:  635 

a. Public health (immunization, TB and HIV outpatient and hospital services);  636 

b. Psychiatry;  637 
c. Orphan diseases;  638 
d. Urgent care for noninsured part of population;  639 

e. Co-financing of catastrophic health costs above a certain threshold;  640 

2. "State Insurance Package". The state provides health insurance premium payments for 641 
a more comprehensive package of services for the vulnerable population, within 642 

available resources.  643 

In the first stage, the ministry will develop a UUP of services:  644 

 The list of services covered;  645 
 Define the market price of UUP, according to DRG classification for hospital services;  646 
 Determine the amount of co-payments according to socio-economic statuses of 647 

beneficiaries (eg. Pensioners, unemployed, disabled etc.). 648 

Once the budget for UUP is calculated, the next step will be to allocate the remaining of 649 
budget resources to buy packages of medical insurance services for the vulnerable groups.  650 

Beneficiaries will be free to choose insurance companies participating in the government 651 

program; the government and insurance industry will agree on the minimum set of services 652 
and service standards of the insurance package.  653 

Stewardship/Governance.  654 

Reform of the Ministry of Health 655 

In line with Ukraine's European aspirations, the government's role in health care will be much 656 
more circumscribed; the Ministry of Health will be re-profiled away from OPERATIONAL 657 
functions, such as procurement, hospital operations, facilities maintenance, etc.,emphasizing 658 

its policy-making dimension -in the policy jargon, "steering rather than rowing". The MoH 659 
should retain three basic functions: 660 

 Health system steering through policy leadership and strategy development, 661 
producing and coordinating for example the production of Hospital Map(s), 662 
determining the orientation of health programs and negotiating priorities with key 663 
stakeholders -in some countries, for example a Health Program Agency and 664 
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Mediation Service resolves conflicts between service providers, patients and the 665 
public purchaser, etc.;  666 

 Regulatory oversight of all health related activities, including procurement. This can 667 
be done, for example, through MoH representation in the governing board of the 668 
proposed procurement agency and other autonomously run institutions such as a 669 

Licensing and Accreditation Agency for health facilities, a Pharmaceutical Agency 670 
responsible for pharmaceuticals registration and licensing as well as 671 
pharmacovigilance; a Health Technology Assessment Agency, etc; 672 

 Ensuring Health Intelligence, Transparency and Accountability. 673 
Surveillance/Emergency Response, for example, is undertaken by a network of 674 

labs and offices of the National Center for Disease Control and Public Health while 675 
Epidemiological surveillance is done through the NCDC and the department for 676 
Emergency Response is in charge of designing the countrywide plan during 677 

emergencies. In all cases, the MoH should ensure accessible, reliable, valid, timely 678 
and transparent information at the disposal of all citizens. Similarly, the MoH will 679 
guarantee the supervision and political protection of patients' complaints in health 680 

facilities, publish data on comparative performance, etc. Also, it will focus on 681 
showing itself (and holding health institutions) accountable for results, a principle 682 
vigorously emerging in most EU countries. 683 

Institutional Re-Profiling  684 

The Ministry of Health composition and internal structure should in the future reflect its new 685 

profile, being staffed -at the risk of oversimplifying- with policy analysts and communicators 686 
over health service administrators and accountants ("brain above muscle"). By definition, as 687 
part of the executive of the country, the MoH will cherish openness in the political process, 688 

focus on internal regulations and audit and strive for openning channels of communications 689 

with the general public. One option to create a better regulatory environment and improve 690 
stewardship will be to establish a dedicated unit/entitywith a clear mandate and authority to 691 
set national compulsory information and e-Health standards, integrating and exchanging data-692 

based on International standards: HL7/CDA and IHE. 693 

For the same reason,other institutions (central and regional, sub-national authorities, 694 

purchasers, etc.) willundergo institutional capacity strengthening efforts in areas such as 695 
policy development, performance appraisal with application of modern information and 696 
communication technologies, accountability and health intelligence, quality assurance, patient 697 
complaints, civil society involvement, etc. Professional self-governance will be promoted and 698 

partnerships with the private sector increasingly used not only regarding high-tech secondary 699 
and tertiary services(where profits are highest), but wherever the private sector proves to 700 

have a comparative advantage for it being most efficient. In general, PPP development will 701 
beincreasingly guided by pragmatic, evidence-based approach, without fostering 702 
confrontation between the public andthe private sectors. 703 

Provider autonomy  704 

In most developed countries, the funding and income of service providers depend on the 705 

volume and quality of services provided to consumers -and within it, increasingly on the 706 
choices made by free consumers, rather than on bureaucratic preferences. At the same time, 707 
hospitals and in general service providers need managerial and fiscal authority to reinvest in 708 

infrastructural or technological improvements while remaining accountable for the public 709 
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money spent. It is also important that they will be able to diversify their revenue sources in 710 
addition to public payers and occasional co-payments (e.g. throughprivate insurance, etc.) as 711 

adequate. 712 

Health care institution autonomy has to be increased in three main areas: financial 713 
management, personal delegation, and service development planning. Many steps are 714 

necessary in that regard, including: specifying the extent of delegation of authority; drafting 715 
legislation; developing financial management systems; building service agreement and 716 
performance measurement systems; determining personnel policies and transition 717 
agreements; and selecting and training managers. Success will require a participatory 718 
approach, involving both stakeholders and beneficiaries. 719 

In political terms, the pace of hospital transformation is always a highly sensitive issue, with 720 
defenders of a "big-bang" approach usually arguing in their favour the clarity of outcomes and 721 
the shortening of any period of ambiguity. Obviously, there is no standard solution to such (by 722 

definition) context-specific dilemma, but international experience tends to support at this stage 723 
-particularly in Europe in light of Western reforms and the transitions in Eastern Europe- the 724 
defenders of a more gradual approach when they warn against irreversible steps and the 725 

danger of alienating potential allied stakeholders.An intermediate, acceptable solution 726 
would be empowering a controlled number of "independent" managers to spearhead 727 
hospital reformssubsuming group(s) of hospitals in a small network under a single 728 

management; managers would have freedom to innovate and make decisions 729 
concerning services’ optimization with clear lines of accountability and a trial-and-730 

error approach, while stakeholders get positioned and the MoH takes its time to 731 
decide. 732 

The government's regulatory role in primary care, hospital care, and specialized medical care 733 

will be limited to establishing the infrastructure safety requirements, and the service delivery 734 

minimal quality standards. Satisfaction of set standards will be the guarantee for entering and 735 
operating in the market. Taking into account Ukraine's European aspirations, the government 736 
will retain the current regulatory requirements and at the same time recognizes all EU 737 

member states requirements for hospital and other medical facilities. Any standard 738 
satisfaction will be considered satisfactory for acquiring a permit of medical activities.  739 

Essential helth system inputs 740 

Human Resources contracts 741 

The main input in any health system is its workforce. If the motivation of Ukrainian medical 742 

staff is to be reconstituted and professional remuneration in the sector is to be set at fair 743 
levels, an overall process of reform (including of undergraduate and graduate medical and 744 

nursing education, plus that of other health staff) must take place, with the goal to meet 745 
European standards. This would be the first step for restructuring human resource in line with 746 
the economic realities and real needs and demands of citizens through increasingly inter-747 
country compatible training schemes (e.g. the Bologna approach within the EU). 748 

There needs to be a clear-cut difference in the Ukrainian health system between professional 749 

entitlements as certified by academic and legal documentation and the workforce structure, 750 
which will only be created by the evolving reality of services; in such process, overall funding, 751 
hospital autonomy and competitive staffing will be critical.  752 
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The Academy of Medical Sciences has to stop functioning as a budget-funded entity and 753 
higher educational institutions should work under Ministry of Education supervision while the 754 

law on university autonomization takes effect; enrolment shall be based on general entry 755 
criteria: external independent assessment with due guarantees of transparency, fairness and 756 
impartiality.  757 

The only way to decide on the quantity, competence and structure of medical doctors, nurses, 758 
clinical pharmacists, health care managers, etc is through negotiation with the respective 759 
professions. Top down administrative cuts and radical competitive mechanisms would be 760 
unacceptable for different reasons, but realism dictates that no-action should also be ruled 761 
out. Only by involving professional leaders in the service delivery and financing reform will 762 

allow seeing the available options in perspective. 763 

Human Resources training and refreshment 764 

Career progress has to be competitive, transparent and result-based, affecting downwards 765 

the quantity of medical specialties, for which professional self-regulation needs to play an 766 
important role; the starting point should be a free, open online registry of active professionals. 767 
In contrast, the health professional will develop a contractual working link only with his/her 768 

respective facility (not with the State) for which a result-oriented competitive procedure will be 769 
key. During a reasonable period of transition -linked to the service delivery reform (see 770 
before)- salaries could be influenced by central negotiations between the state, the facilities 771 

and the professionals, but the salary levels will be determined by the market as soon as 772 
feasible. 773 

The generalized demand for managerial staff will be resolved on competitive bases, 774 
emphasizing professional management competence. Health care and public health managers 775 
will be offered unified master programs in universities and management professional 776 

development, perhaps with access to remote learning modalities as increasingly seen in the 777 

EU.  778 

Pharmaceutical Sector 779 

The goal of pharmaceutical reform is to make available safe,affordableand effective 780 

medicines. Enforcement of, and control over, compliance with standards, rules and norms in 781 
pharmaceuticals based on conformity with the principles of good manufacturing practices 782 

(GMP), good clinical practices (GCP), good distribution practices (GDP), good pharmaceutical 783 
practices (GPP) and other good practices is becoming compulsory as per EU regulations.Now 784 
the EU accession-signed documents allow a number of important changes to be initiated in 785 
Ukraine.  786 

While recognizing the high level of expertize of the NDRAs with strict regulatatory procedures 787 

(the United States, Switzerland, Japan, Australia, Canada and the European Union) 788 

mechanism of mutual recognition of registration dossier assessment will be introduced for the 789 
medicinal products that have passed the registration procedure in the above mentioned 790 
regulatory agencies. This measure will improve physical accessibility of drugs by simplifying 791 
the licensing procedure. 792 

In EU countries, mutual recognition and parallel import agreement are already extensively 793 

used in the pharmaceutical market. As prices of medicines differ substantially within the 794 
OECD, wholesalers will just seek the cheapest prices for import among the "authorized" ones. 795 
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Central executive authority responsible for lisencing of business entities will assist the scaling 796 
up the wholesale and retail pharmaciesnetwork by reducing bureaucratic and legal barriers to 797 

the entering new companies into the market.  GMP Certification procedures should be 798 
simplified which is favoured by Ukraine's membership in PIC / S. 799 

Overall official data suggest that current expenditure on pharmaceutical in Ukraine is some 800 

$4-4.5 billion -about 30% of Total Health Expenditure, THE, with public procurement 801 
comprising a small share of total pharmaceutical expenditure. Given the dynamic nature of 802 
the sector it can be expected that results of the proposed reform would be perceived relatively 803 
quickly by the public -which will win great support for the reform process.  804 

These arrangements would allow implementing free competition on an open market with 805 

sufficient safety reassurance. Introducing market liberalization would thus make price controls 806 
of medicines look like an excessive policy instrument; taking into account the economic 807 
problems and the importance of domestic manufacturing (the largest in former USSR),  808 

Thus during the transition period mechanism of state prices regulation could be kept using 809 
National EML which should improve over the implementation of the reform by: 810 

 Introduction of price egistration procedures in accordance with EU requirements; 811 

 External price referencing - for original drugs; Competitive Price referencing - for 812 
generics; 813 

 Launcing price reimbursement based on internal prices referencing; 814 

 Monitoring the availability and accessibility of medicines in  Ukraine. 815 

National Pharmaceutical Manufacturers wiil be  encouraged to produce drugs that are 816 
required by the public policy and included into the updated National EML. 817 

Eventually, electronic tenders andtransparent bidding opportunities will apply to international 818 

(non-residents of Ukraine) companies, on the same principles that work within the internal 819 

pharmaceutical market 820 

To reduce the cost of drugs the state will maintain indirect mechanisms of influence: 821 

 At the physician level (by introducing and improving health care protocols and 822 

formularies, monitoring drugs consumption, prescribed by doctors, budgeting for 823 
reimbursement); 824 

 At the pharmacists level (by supporting generic and therapeutic substitution, falling 825 
cost by parallel imports, etc); 826 

 At the patients level (by introducing positive and negative reimbursement lists and 827 
guaranteed basic package; co-payment promoting, health insurance, including 828 
additional medical insurance). For ambulatory sector implementation of the co-829 

payment principles utilizing reimbursement mechanism will become standard 830 
procedure in accordance with the requirements of the European Union. 831 

National policy on drugs will be based on the concept of National EML assurance. Pricing and 832 
Reimbursement obvligations should be limited by EML.  833 

Improving Health Information; E-Health and IT 834 

Information is vital for improving managerial activities. Strengthening IT capacity will improve 835 
data quality, sharing, usage and distribution of knowledge as well as of information. This willin 836 

turn contributeto improved transparencyandaccountability, efficiencyin servicedelivery, 837 
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empowered stakeholders, etc. New IT-services at the level of the MoH would specifically 838 
enhance the MoH’s capacity to plan, implement and monitor health programs, particularly in 839 

the area of NCD prevention and control, given their epidemiological preeminence. Technical 840 
and architectural specificationsfor health data integration at different levels could be designed, 841 
linked to the overall healthcare reform strategy. 842 

Although the MoH does not directly computerize facilities -which operate as autonomous units 843 
in this regard- it may facilitate the conditions for it by creating supportive environment (e.g. by 844 
organizing IT education for physicians, and setting eHealth standards). Central reference 845 
registries would also allow shared use of basic codes and data defined by appropriate 846 
standards and regulations. The registries will include: 847 

 Health data dictionary; 848 

 Registry of health providers; 849 

 Registry of health professionals; 850 

 Registry of health services; 851 

 Diagnosis- (ICD-9, ICD-10, ICD-10-AM) and procedure- (ACHI) coding systems. 852 

On the provider level, fostering computerization and internet connection is a top priority, 853 
starting from PHC level. In due course, the MoH will define meaningful eHealth use 854 
requirements for all providers, in line with wider health reform goals as the standards for local 855 

information system development, and develop step-wise strategy for its implementation, 856 
starting from introducing managerial accounting and monitoring of chronic disease, maternal 857 

care and selected high priority communicable diseases.  858 

Resources permitting, a unique patient identification (UPID) system and service would also go 859 
a long way in supporting the payment and organisational reforms, as well as in improving 860 

planning at different levels and care modalities. New integrative e-Health services (e.g. 861 

ePrescription, PACS, eConsultation, prevention monitoring, chronic care management etc) 862 
could also improve access to and quality of health services for citizens, support a more 863 
efficient service process for providers and improve overview of resource allocation and 864 

service quality for the MoH.Creating secure central data exchange and integration service will 865 
enable linking different information systems, which may operate on different protocols, 866 

including systems provided by private companies -subject to the requirements of 867 
interoperability. 868 

IV. Building the New Health System; Inclusive Policy Development and 869 

Action Plan 870 

The upcoming strategy will ideally contribute to set the stage for a detailed Health Sector 871 
Reform Action Plan with proposals in the short, medium and long term. Changes will be 872 
achieved through: 873 

i. A number of Emergency Measures during the next two years (2015 and 1016) 874 

ii. Followed by a period of adaptation, that may be phased out during the rest of the 875 
decade. 876 

Proposals of detailed actions in a democratic society should for obvious reasons be 877 
presented to, and shared in a transparent manner with, society at large. Everybody’s 878 
contribution is required; political parties, civil society, professional associations, the media, 879 
etc. should have an opportunity to know and discuss whatever would be proposed. A 880 
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streamlining of the fragmented and ineffective set of high level health institutions, for example, 881 
does need to be addressed rather urgently yet it could be seen by different stakeholders with 882 

different degrees of urgency.  883 

The strategy also needs to specify a sequencing of reforms (certain things need to occur 884 
before others) and a list of actionable mandates -actions with costs attached-should 885 

concretize broad strategic directions. Strengthening the purchasing function at sub-national 886 
level is a case in point; health facilities could continue to be owned by lower level local 887 
authorities, exercising supervision role over management -through the Supervisory Board, as 888 
envisaged in the (new) Law on Health Care Institutions. Managers should in turn be 889 
responsible for day to day management of the same facilities, determining the most effective 890 

way of organizing health services delivery. Their financing, however, could at the same time 891 
be consolidated at oblast level, so that only one level of government could plan the delivery 892 
system, and optimize it over time while deeper decisions are made. 893 

Only through this approach consensus will be reached and sustainability for the necessary 894 
deep reforms in the next few months and years will be ensured. The Action Plan below should 895 
therefore be seen only as a possible check-list for facilitating the policy dialogue inside the 896 

government and within society at large. It is up to the government and key stakeholders to 897 
adopt it through a rational, well planned process of debate and decision-making. In all cases, 898 
as soon as decisions are made the chosen policies will need to be operationalized by a 899 

detailed Implementation Plan, which needs to be immediately elaborated with the following 900 
sections: 901 

1. Objectives Development: the ultimate objectives have to be split into 902 
―smaller‖,intermediate ―expected outcomes‖; 903 

2. Product Identification: achieving objectives requires certain products and outputs to 904 

be produced; 905 

3. Activities and Tasks Identification: achieving objectives requires identifying in detail 906 
activities and tasks to be performed; 907 

4. Organisational Assignments: each (group) of those tasks need to be assigned to 908 

responsible person(s) and units;  909 
5. Resources Required: both financial and other (all) resources need to be specified; 910 

6. Timetable: a reasonably detailed schedule is needed; 911 
7. Monitoring & Evaluation Mechanisms: what indicators will be used to evaluate 912 

progress and when will this be done? 913 

The following proposals are made here: 914 

Short Term (2015-2016) Actions 915 

Set up, under the leadership of the Ministry of Health and in close coordination with the 916 
Presidency and Parliament, a mechanism to facilitate urgent, coordinated action at national 917 
level involving all available resources. Introduce coordination of donor support. 918 

Speed up legislative changes intended to unleash the necessary urgent activities: 919 

- The Resolution of the Cabinet of Ministers of Ukraine No. 776 of September 18, 920 
2013, ―On Approval of the Concept for Development of a Health Care Financing 921 
System‖ (Official Herald of Ukraine, 2013, issue No. 81, p. 3004) shall be 922 
acknowledged null and void. 923 
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- Order No. 33 of Feb. 23, 2000, ―On Staff Normatives and Sample Manning Tables 924 
for Health Care Facilities‖ will be abolished. 925 

A transitory solution needs to be found regarding the Article 49 of the Constitution of Ukraine 926 
whose literal interpretation would in fact preclude any health system reform. 927 

Establish National Health Financing Agency, which will be resposnible for medical service 928 

procurement as well as have oversigth of pharmaceutical procurement in the country; 929 

Conduct a feasibility study for introducing Earmarked Taxes on alcohol and tobacco. 930 

Hammer out an ―emergency‖ campaign on NCD prevention and control, starting from CVD 931 
and oncological diseases; shape up a public health system on the basis of the appropriate 932 
legislation. 933 

Develop an emergency benefits policy for low-income people and chronic patients. Establish 934 
a guaranteed level of free-of-charge health care, and then entitle doctors and hospitals to 935 
charge payment for services; revise the policy regulating fees for services. Scale-up drug 936 

reimbursement practices in outpatient treatment of patients. 937 

Start restructuring facilities, towards clear-cut delineation of secondary and tertiary care 938 
according to intensity of treatment. Eliminate duplication and reduce the need for available 939 

beds as per the existing norms.  940 

Launch the piloting of new payment mechanisms in three PHC locations and twenty hospitals. 941 

Move forward to upfront, rigorous monitoring and evaluation arrangements. MoH should be 942 

ready for continuous in-flight adjustments, because reforms are not a one-stage process and 943 
obstacles along the way will need continuous adaptation and adjustments. 944 

Prepare the process of decision making regarding the measures to be adopted during 2017-945 
20 (see below). 946 

Medium Term (2017-2020) Actions 947 

Carry out functional restructuring of the central and regional health care management bodies, 948 

enhancing staff qualifications, towards improving their performance under new conditions. 949 

Promote quality changes to the system of PHC, with extra equipment, reviewing core rules, 950 
introducing performance-based incentives, improving motivation. Continue staff training and 951 

professional development. 952 

Improve transparency and accountability tools and mechanisms related to autonomy of 953 
facilities. Introduce competitive contracting of managers.  954 

Use new financing mechanisms for payment of health services at bigger scale, introducing 955 
contractual relations between health service facilities and the purchaser and paying health 956 
staff with reference to volumes and quality of their work 957 

Review the norms concerning a guaranteed volume of health care, introducing programmatic 958 
budgeting and financing of facilities; set the grounds for implementing a DRG-based financing 959 
system in key hospitals;  960 

Continue the development of new evidence-based health standards and unified clinical 961 

protocols, and patient pathways. Adjust record-keeping and reporting and initiate a gradual 962 
transition to the electronic document flow modernizing managerial information. 963 

Develop a new regulatory framework for public private partnerships in the field of health 964 

Establish institutional fundamentals for doctors’ self-governance and a National Scientific and 965 
Research Institute for Health. 966 
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Long Term Perspective (2018 and beyond)Actions 967 

Adopt Laws of Ukraine ―On Health Care Facilities and Medical Servicing‖, ―On Doctors’ Self-968 
governance‖, ―On Mandatory Social Health Insurance‖ and elaborate the need for a new 969 
wording of the Article 49 of the Constitution of Ukraine. 970 

Approve the legislation on the health care quality management system factoring-in EU 971 
regulations. Set up a full range of legislative acts on standards, rules and norms of the system 972 

for assurance of quality and accessibility of drugs in compliance with EU regulations.   973 

Introduce licensing of doctors’ activity and the contracting of doctors. Pursue the 974 
autonomization of all health facilities alonga new type and contracting of their managers.  975 

Start the DRG-based financing of SHC facilities at bigger scale. 976 

Continue the development of the system of health education and the system of continuous 977 

health education.  978 
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