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SUMMARY	
	

This	paper	offers	an	overview	of	defining	traits	of	the	Spanish	National	Health	Service	(Sistema	

Nacional	de	Salud,	in	Spanish),	as	well	as	an	account	of	its	current	trends	in	both	spending	and	

organizational	 changes.	 Beyond	 a	 thorough	 description	 of	 the	 Spanish	 public	 healthcare	

system	 and	 its	 main	 quantitative	 indicators,	 we	 offer	 a	 critical	 review	 of	 the	 on-going	

decentralization	 process	 of	 healthcare	 provision,	 and	 its	 recent	 trends	 in	 pharmaceutical	

spending.		

	

The	 text	 is	organized	 in	 the	 following	 two	parts.	Part	1	provides	an	overview	of	 the	Spanish	

healthcare	 system,	 structured	 in	 several	 sections.	 It	 starts	 by	 placing	 Spain	 within	 a	

classification	 of	 international	 healthcare	 systems,	 and	 is	 followed	 by	 an	 account	 of	 the	

importance	of	public	provision	in	the	Spanish	case.		A	relation	of	the	guiding	principles	of	the	

Spanish	 public	 system	 concludes	 the	 first	 part.	 The	 second	 part	 focuses	 on	 two	 key	

developments	that	have	shaped	the	evolution	of	the	Spanish	healthcare	system	in	the	recent	

decades.	 The	 first	 is	 the	 process	 of	 decentralization	 of	 health	 care;	 the	 section	 explains	 the	

challenges	 arising	 with	 the	 transference	 of	 healthcare	 provision	 responsibilities	 from	 the	

central	to	regional	governments.	The	second	section	critically	reviews	the	recent	expansion	of	

drug-related	spending	in	the	Spanish	healthcare	system,	and	the	policy	responses	to	attempt	

to	contain	healthcare	costs.		

	
PART	1:	OVERVIEW	OF	THE	SPANISH	HEALTHCARE	SYSTEM	
	
The	nature	of	 the	Spanish	healthcare	 system	 in	 the	context	of	Western	
healthcare	
	
There	 are	 substantial	 differences	 in	 the	 way	 developed	 western	 countries	 have	

organized	 their	public	 response	 to	healthcare	needs,	with	 important	 country	 specific	

idiosyncrasies.	 It	 is	 possible,	 however,	 to	 classify	 the	 diverse	 public	 interventions	 in	

healthcare	 provision	 into	 two	 broad	 distinct	 organization	 schemes:	 the	 so-called	
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National	Health	Services	(modelled	after	the	British	National	Health	Service,	NHS),	and	

National	Health	Insurance	Systems	(NHIS).		

	

The	first	model	is	organized	as	a	public	service	with	an	associated	budget;	the	second,	

“Bismarckian”	 model,	 provides	 insurance	 against	 disease	 for	 mostly	 workers.	 At	 its	

core,	the	NHS	model	 is	defined	by	the	concepts	 included	 in	 its	name:	service,	as	 in	a	

service	 provided	by	 the	 public	 sector;	 national,	 in	 the	 sense	 that	 it	 is	 an	 attempt	 to	

provide	an	homogeneous	service	within	the	national	 territory;	and	health,	 instead	of	

only	 healthcare,	 pointing	 at	 the	 need	 to	 coordinate	 additional	 public	 services	 to	

accomplish	 its	 goals.	 The	 UK,	 and	 some	Northern	 and	 Southern	 European	 countries	

follow	 the	 NHS	 model,	 with	 some	 heterogeneity	 across	 countries	 in	 the	 relative	

importance	placed	in	each	of	the	core	concepts	of	the	NHS.		

	

Other	 countries	 (Western	 European	 countries	 including	 Austria,	 Netherlands,	

Germany,	 France,	 or	 Belgium)	 have	 opted	 for	 a	 NHIS	 organization.	 In	 this	 case,	 the	

system	is	composed	of	a	diverse	set	of	providers	and	beneficiaries;	the	insurance	part	

consists	 in	determining	the	precise	scope	of	 the	coverage,	and	 its	providers;	and	the	

social	component	refers	to	the	fact	that	insurance	premia	are	collectively	determined	

(not	actuarially	adjusted	at	the	individual	level	by	risk),	and	finance	includes	solidarity	

considerations.	

	

Table	1	offers	a	classification	of	OECD	countries	between	these	two	models,	along	with	

their	 health	 care	 expenditure	 aggregate	 figures.	 Remarkably,	 there	 is	 no	 apparent	

relationship	between	neither	the	total	spending	nor	the	share	of	private	spending	and	

the	organizational	model.	

	

Several	 other	 elements	 distinguish	 healthcare	 systems	 within	 its	 broad	 categories.	

Three	 further	 characteristics	 stand	out	among	 them.	First,	every	health	 system	must	

determine	 which	 agents	 oversee	 the	 strategic	 and	 operative	 planning	 functions,	

including	 determining	 funding	 necessities,	 and	 delivering	 healthcare	 services.	 Then,	

another	 key	 decision	 is	 the	 relative	 importance	 that	 technical	 and	 political	

considerations	 ought	 to	 have	 in	 governing	 of	 the	 health	 system	 at	 the	 two	 levels;		
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typically	the	planning	and	funding	is	considered	to	be	a	political	decision,	whereas	the	

organizational	 aspects	 of	 the	 delivery	 are	 governed	 by	 technical	 criteria,	 with	

tendencies	towards	more	business-managerial	approaches.		

Table	1.	The	Beveridge	(NHS)	and	Bismark	(NHIS)	health	care	sectors,	in	figures		

Health care expenditure (%GDP) - Beveridge (2018) 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

Health care expenditure (%GDP) -  Bismarck (2018) 
	 Public	 Private Total	

Austria	 7.7 2.6 10.3 
Belgium	 8 2.4 10.4 

Chile	 5.2 3.7 8.9 
Czech	Republic		 6.2 1.3 7.5 

Estonia	 4.9 1.5 6.4 
France	 9.3 1.9 11.2 

Germany	 9.5 1.7 11.2 
Hungary	 4.6 2 6.6 

Israel	 4.8 2.7 7.5 
Japan	 9.2 1.7 10.9 

Luxemburg	 4.5 0.9 5.4 
Netherlands	 8.2 1.7 9.9 

Slovakia	 5.4 1.3 6.7 
Slovenia	 5.8 2.1 7.9 

Switzerland	 7.8 4.4 12.2 
Average	 6.74% 2.12% 8.86% 

Source:	Compiled	by	the	authors	with	OECD	(2019)	data.	

	

 Public Private Total 

Denmark 8.8 1.7 10.5 
Finland 6.8 2.3 9.1 
Greece 4.7 3.1 7.8 
Iceland 6.8 1.5 8.3 
Ireland 5.3 1.8 7.1 

Italy 6.5 2.3 8.8 
 Korea 4.8 3.3 8.1 
Mexico 2.8 2.7 5.5 

New Zeland 7.4 1.9 9.3 
Norway 8.7 1.5 10.2 
Poland 4.5 1.8 6.3 

Portugal 6 3.1 9.1 
Spain 6.2 2.7 8.9 

Sweden 9.3 1.8 11 
UK 7.5 2.3 9.8 

Average 6.4% 2.25% 8.65% 
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Public	provision	and	production:	theoretical	considerations	

Publicly	 provided	 healthcare	 systems	 incorporate	 the	 provision,	 financing	 and	

production	of	healthcare,	thereby	integrating	the	full	health	added	value	process.	The	

public	sector	assumes	responsibility	for	the	planning	and	the	definition	of	the	portfolio	

of	services,	 from	its	purchase	to	 its	delivery	across	the	territory.	Much	like	any	other	

public	provision	service,	a	variety	of	public	departments	allocate	healthcare	resources	

on	the	basis	of	epidemiological	determinants	of	need,	according	to	their	administrative	

capacity,	the	availability	of	healthcare	professionals,	budget	availability,	and	following	

country	specific	mechanisms	of	control	and	evaluation.	These	processes	are	executed	

by	 public	 servants,	 with	 organizational	 and	 labor	 conditions	 governed	 according	 to	

wider	government	regulations.	

	

The	 efficiency	 gains	 of	 this	 type	 of	 public	 provision	 system	 stems	 in	 theory	 from	 its	

capacity	to	wholly	integrate	the	process	of	healthcare,	granting	it	monopsony	power.		

At	 the	 same	 time,	 the	 position	 of	 sole	 provider	 can	 also	 have	 non-desirable	

consequences.	 Often	 it	 leads	 to	 uniformity	 in	 the	 service	 provision,	 resulting	 in	 a	

limited	 catalogue	 of	 options	 to	 patients.	 	 A	 further	 consequence	 can	 be	 the	 under-

provision	of	services	tailored	towards	groups	with	less	common	and	often	more	fragile	

health	conditions.	Universal	access	does	no	guarantee	equal	health	outcomes.	At	the	

organization	management	level,	such	large	systems	often	lack	in	necessary	integration	

across	 departments	 or	 units	 and	 have	 limited	 capacity	 to	 design	 program-based	

budgets,	 encompassing	 multiple	 departments.	 Finally,	 the	 size	 of	 the	 healthcare	

providers	makes	it	harder	to	protect	some	of	the	intermediate	to	lower	level	technical	

and	 political	 decision	 makers	 from	 the	 influence	 of	 interest	 groups.	 These	 issues	

interfere	in	the	process	of	executing	the	population	health	objectives	as	planned,	and	

in	evaluating	whether	 the	objectives	have	been	met.	 In	practice,	a	common	pitfall	 is	

that	funding	is	allocated	following	historical	criteria	and	an	incremental	logic,	and	not	

necessarily	to	redistribute	health	outcomes.	

	

Agents	 in	 healthcare	 systems	 heavily	 dominated	 by	 public	 provision	 face	 the	

temptation	to	mask	some	of	their	shortcomings,	such	as	the	inefficiencies	highlighted	

before,	or	 restrictions	 in	 the	 services	provided,	behind	equity	 considerations.	 In	 that	
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sense,	 the	 absence	of	 copayments,	 often	 postulated	on	 ethical	 grounds,	 curtails	 the	

capacity	of	 implementing	mechanisms	to	 limit	moral	hazard	and	the	misutilization	of	

the	 healthcare	 services,	 even	 when	 there	 is	 scope	 for	 efficiency	 and	 equity	 gains.	

Despite	 (or	 due	 to)	 all	 these	 shortcomings,	 healthcare	 systems	 of	 mostly	 public	

provision	 in	 advance	 economies	 often	 utilize	 relatively	 few	 resources	 to	 obtain	

relatively	high	health	outcomes	 (Nolte	&	McKee,	2008).	Nevertheless,	 this	 is	not	 the	

only	 evaluation	 criterion	 for	 healthcare	 systems,	 and	 other	 societies	 place	 more	

importance	on	other	goals	such	as	greater	patient	freedom	of	choice	or	the	absence	of	

rationing.		

	

Public	and	private	spending	in	Spain:	recent	trends	
	 	
Over	 the	 last	 five	 decades,	 Spain	 has	 converged	 towards	 the	OECD	 average	 of	 total	

healthcare	 spending	 (%	 of	 GDP)	 steadily.	 While	 OECD	 average	 spending	 roughly	

doubled	 in	 the	 1970-2018	 period,	 Spanish	 total	 spending	 almost	 tripled.	 The	

convergence	process	was	completed	in	the	onset	of	the	2008	financial	crisis,	and	total	

spending	has	 remained	 roughly	 constant	 ever	 since.	 Figure	1	 illustrates	 this	 process,	

along	with	 the	 trends	 in	 the	public	 and	private	 components	 of	 healthcare	 spending,	

from	1970	through	2018.	

	

Figure	1:	Public	and	private	spending	composition	and	overall	spending	trends	

	
Source:	Created	by	the	authors	with	OECD	(2019)	data.	
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Total	healthcare	spending	growth	in	Spain	for	the	period	has	been	unequally	fueled	by	

the	 public	 and	 private	 components	 at	 different	 times.	 From	1970	 to	 the	mid-1980s,	

public	spending	was	the	leading	force	of	total	spending	growth.	As	a	result,	its	relative	

importance	grew	from	about	two	thirds	of	total	spending,	to	a	remarkable	85%	during	

that	 period.	 From	 that	 peak,	 private	 spending	 has	 continuously	 recovered	 ground	

except	for	the	years	after	the	2008	recession.	While	it	remains	a	smaller	component	of	

total	spending	than	in	1970,	it	is	nevertheless	above	the	OECD	average,	as	can	be	seen	

in	Figure	2.	

	
	
Figure	2:	Proportion	of	private	spending	in	total	healthcare	spending	

	
Source:	Created	by	the	authors	with	OECD	(2019)	data.	

	

The	relatively	high	share	of	private	spending	in	overall	healthcare	spending	in	Spain	is	

mostly	due	 to	out	of	pocket	spending,	not	 insurance	premiums.	Figure	3	 reports	 the	

public	 and	 private	 per	 capita	 spending	 in	 recent	 years,	 along	 with	 a	 breakdown	 of	

private	spending.	The	affiliation	to	private	 insurance	coverage	remains	relatively	 low,	

and	out	of	pocket	spending	is	responsible	for	a	large	fraction	of	total	private	spending.	

In	part,	this	is	due	to	the	low	private	coverage	rates,	which	have	gone	up	from	9.1%	in	

1995,	to	about	16.5%	in	2017	(OECD,	2019).	

.	



      

 
 

9 

	
	
Figure	3:	Per	capita	public	and	private	spending	

	

	
Source:	Created	by	the	authors	with	OECD	(2019)	data.	

	

Defining	traits	of	the	Spanish	healthcare	system		
	
The	evolution	of	the	Spanish	healthcare	system	has	been	marked	by	a	profound	

universalist	vocation;	this	was	formalized	in	the	General	Law	of	Health	(Ley	General	de	

Sanidad)	passed	in	1986	but	had	been	a	de	facto	guiding	principle	from	much	earlier.	

More	recently,	however,	during	the	economic	crisis	that	started	in	2009,	this	

foundational	principal	has	been	questioned	(say,	with	the	2015	Bill	restricting	health	

care	access	to	illegal	immigrants	and	wealthy	foreigners,	recently	abolished)	

	

Typically,	the	universality	of	a	public	service	is	evaluated	based	on	its	capacity	to	offer	

access	 to	 all	 individuals	 independent	 of	 their	 economic	 capacity;	 in	 healthcare,	 a	

special	emphasis	is	placed	on	those	who	in	addition	are	the	most	fragile	and	in	need	of	

care.	 Nevertheless,	 in	 practice,	 universalism	 also	 allows	 free	 access	 to	 high	 income	

groups.	 Therefore,	 in	 the	hypothetical	 case	where	both	 the	distribution	of	need	and	

propensity	 to	use	 services	are	 the	 same	across	economic	groups,	 a	universal	 system	

would	result	in	a	level	of	consumption	proportional	to	the	weight	of	each	group	in	the	

population.	 The	 real	 world,	 however,	 is	 more	 complex	 and	 implementing	 universal	

access	requires	additional	decisions;	 this	 is	especially	so	 in	cases	such	as	 the	Spanish	

one,	where	 the	distribution	of	 relative	need	and	health	care	consumption	are	pretty		

different	(Urbanos,	2001;	van	Doorslaer	&	Masseria	&	Koolman.	2006;	Regidor	et	al.,	

2008,	Abásolo	&	Sáez	&	López-Casasnovas,	2017)	and	social	choice	is	sensitive	to	the	

particular	equity	criterion	used	–from	access	to	health	outcomes	(Williams,	2001).	



      

 
 

10 

	

As	 mentioned	 before,	 the	 universalism	 of	 the	 Spanish	 healthcare	 system	 has	 been	

undermined	by	 the	 policy	 response	 to	 the	 2009	 crisis.	 As	 documented	 in	 the	 report	

“Health	policy	 responses	 to	 the	 financial	 crisis	 in	 Europe”	 (Mladovsky	et	 al.,	 2012),	 a	

number	 of	 developed	 countries,	 including	 Spain	 (Abásolo	 et	 al.	 2017)	 have	 adopted	

fiscally	 conservative	 policies	 that	 have	 affected	 health	 spending	 through	 included	

budget	cuts,	staff	reductions,	and	even	attempts	to	reduce	the	overall	coverage	of	the	

system,	on	top	of	policy	measures	that	have	reduced	the	costs	of	healthcare	through	

“price”	 reductions	 (essentially,	 salaries	 and	 reductions	 in	 the	 price	 of	 drugs).	 These	

were	 followed	 by	 an	 attempt	 to	 centralize	 the	 organizational	 components	 of	 the	

healthcare	system.	Despite	these	cost	saving	measures,	the	Spanish	healthcare	system	

has	kept	a	relatively	high	position	in	international	health	outcomes	rankings	(Barber	et	

al.,	 2017).	 In	 any	 case,	 the	magnitude	 of	 the	 changes	 introduced	 during	 the	 recent	

economic	 crisis	 cannot	 be	 understated.	 A	 compilation	 of	 the	 main	 policy	 changes,	

introduced	in	by	law	in	2012	(Real	Decreto-ley	16/2012),	is	summarized	in	Box	1.	It	is	

important	to	note,	however,	than	not	all	have	been	fully	developed,	and	that	a	 large	

number	have	already	reverted	to	previous	policies	in	recent	years.		

	

BOX	1:	Policy	changes	to	reduce	and	rationalize	healthcare	spending	

Main	changes	brought	by	the	RLD16/2012	
	

• Redefinition	in	the	conditions	of	access	(insured	and	beneficiary).	
• Modification	of	the	coverage	of	drug	costs	(such	as	co-payments,	among	others).	
• Redefinition	of	the	services	covered.	
• Budget	reductions.	
• Additional	measures	at	the	regional	government	level	(fix	fees	per	prescription).	
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PART	 2:	 CURRENT	 DEVELOPMENTS	 OF	 THE	 SPANISH	 HEALTHCARE	

DECENTRALIZATION		

In	this	section,	we	describe	the	characteristics	of	the	decentralized	Spanish	healthcare	

system.	This	can	be	done	at	three	different	 levels:	 the	geographic	–who	 is	 in	charge-	

(politically),	the	functional	–who	is	doing	what-	(technically),	and	the	individual	(from	a	

user’s	responsibility	perspective),	although	the	focus	will	be	mainly	on	the	geographic	

level.	

Decentralization	 of	 healthcare	 spending:	 part	 of	 the	 problem	 or	 the	

solution?		

Spain	 has	 decentralized	 the	 spending	 powers	 of	 many	 public	 services,	 including	

healthcare,	as	recognized	in	VIII	Title	of	the	Spanish	Constitution	of	1978.		Perhaps	the	

greatest	change	experienced	by	the	Spanish	healthcare	system	in	the	last	two	decades	

has	 been	 the	 gradual	 extension	 of	 healthcare	 competencies	 to	 all	 the	 regional	

governments	(CCAA)	that	integrate	the	state.	This	process	has	generated	the	following	

questions:	i)	is	decentralization	compatible	with	a	cohesive	National	Health	Service,	ii)	

is	decentralization	a	net	positive	gain	for	better	outcomes	of	the	healthcare	system?	

In	 order	 to	 maintain	 social	 cohesion	 in	 a	 decentralized	 system,	 it	 is	 necessary	 to	

coordinate	 the	 regional	 healthcare	 services.	 In	 principle,	 this	 coordination	 can	 be	

achieved	through	several	mechanisms.	First,	citizens	can	demand,	through	democratic	

channels,	 that	 their	 regional	 governments	 provide	 healthcare	 services	 that	 are	

comparable	to	those	in	the	other	regions.	Another	critical	mechanism	is	the	potential	

horizontal	coordination	between	regional	governments,	insofar	that	it	is,	desirably,	in	

their	 own	 interest	 and	 not	 imposed	 by	 the	 central	 government.	 In	 addition,	

coordination	 ought	 to	 be	 supported	 by	 the	 legislative	 regulatory	 that	 precedes	 and	

follows	the	decentralizing	process.	Finally,	the	central	government	can	offer	funds	tied	

to	 specific	 programs	 deemed	 strategic,	 levering	 its	 spending	 capacity;	 Northern	

European	 countries	 and	 Canada	 have	 pioneered	 the	 use	 of	 this	 mechanism.	 At	 an	

international	level,	the	role	of	regulation	introduced	by	the	central	govern	has	tended	

to	focus	on	defining	the	boundaries	and	“playing	field”	of	the	decentralization	process.	

While	many	 federal	 countries	 have	 accepted	 the	 importance	 of	 having	 both	 vertical	
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and	horizontal	cooperation	(in	the	sense	of	cooperation	between	regional	and	central	

governments)	play	a	role	in	the	decentralization	process,	in	Spain	the	process	has	been	

heavily	 dominated	by	 the	 central	 government.	 The	 justification	behind	 the	 idea	 that	

health	services	 function	better	 in	a	decentralized	manner	 is	 that,	besides	the	case	of	

issues	 related	 to	 public	 health,	 there	 are	 not	 important	 technical	 regional	

dependencies	 in	 healthcare	 systems	 that	 would	 invalidate	 organizational	 and	

managerial	gains	from	decentralization.	

Figure	4:	Public	and	private	per	capita	spending	–	Spanish	regions	

	

Source:	IDIS	report	(2019)	

	

The	Spanish	decentralization:	lights	and	shadows	

	The	decentralization	of	the	public	provision	of	healthcare	in	Spain	has	been	a	process	

that	has	lasted	well	over	three	decades.	It	started	in	1982,	when	healthcare	spending	

competencies	were	transferred	to	the	Catalan	autonomous	region	(CCAA),	initiating	a	

legal	battle	within	the	Constitutional	Court	(Tribunal	Constitucional)	over	the	degree	of	

control	 that	 the	 central	 government	 could	 exert	 over	 regional	 healthcare	 systems	

through	its	coordination	role.	In	the	two	decades	to	follow,	decentralization	extended	

to	 the	 rest	 of	 the	 CCAAs.	 A	 first	 wave	 of	 CCAAs	 followed	 relatively	 shortly	 after	

Catalonia,	 including	 Andalucía	 (1984),	 while	 healthcare	 provision	 competences	were	

transferred	 much	 later	 to	 other	 regions,	 such	 as	 Aragón	 (2001)	 or	 Extremadura	
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(2001).1	Thirty-five	years	later,	the	process	has	had	positive	and	negative	outcomes.	In	

terms	 of	 allocation	 efficiency,	 there	 is	 some	 evidence	 that	 the	 autonomous	 regions	

have	 better	 adapted	 their	 service	 provision	 to	 the	 needs	 of	 their	 respective	

populations	 (Urbanos-Garrido	&	 López-Valcárcel,	 2015).	 For	 example,	 the	number	of	

long-term	hospital	beds	is	greater	in	those	regions	with	older	populations.	This	is	also	

the	general	perception	of	the	citizens	covered	by	the	decentralized	system;	in	surveys,	

most	citizens	agree	that	decentralization	has	contributed	to	increase	the	capacity	that	

regional	 governments	 have	 to	 better	 meet	 the	 needs	 and	 preferences	 of	 their	

constituents.	

Decentralization	 has	 also	 been	 followed	 by	 improvements	 in	 interregional	 equity	

(Lopez-Casasnovas,	 2011);	 the	 ratio	 of	 avoidable	mortality	 between	 Spanish	 regions	

has	 diminished	 considerably	 since	 the	 early	 80s.	 At	 the	 same	 time,	 differences	 in	

general	life	expectancy	across	regions	were	small	in	the	early	80s	(with	a	coefficient	of	

variation	 of	 only	 1%),	 and	 have	 remained	 stable	 over	 the	 period,	 with	 no	 major	

differences	in	trends	across	socioeconomic	strata.	Inequality	in	health	spending	across	

the	17	autonomous	regions	has	diminished,	mostly	between	the	years	1986	and	1997	

(with	 a	 reduction	 of	 the	 coefficient	 of	 variation	 from	 11%	 to	 9%).	 Remarkably,	

inequalities	were	greater	among	the	subset	of	 the	10	autonomous	communities	 that	

remained	 in	 the	 centralized	 system	 in	 2001	 (coefficient	 of	 variation	 of	 17%).	 These	

types	 of	 empirical	 evidence	 support	 the	 hypothesis	 that	 decentralized	 need	 not	 be	

followed	by	an	increase	in	the	disparities	in	public	healthcare	spending.			

In	 the	 international	 context,	 Spanish	 regional	 inequalities	 in	healthcare	 spending	are	

relatively	 small.	 In	 1997,	 the	 coefficient	 of	 variation	 (CV)	 of	 regional	 healthcare	

spending	was	the	lowest	among	the	federal	countries	of	the	OECD	(11%	in	1997).	For	

example,	 the	 CV	 of	 regional	 healthcare	 spending	 of	 Italy	 was	 nearly	 double	 that	 of	

Spanish	 levels	 (18-19%).	 At	 the	 individual	 level	 (which	 includes	 private	 spending),	

income	related	inequalities	in	healthcare	utilization	remain	small	and	have	diminished	

in	 the	 earlier	 decentralization	 phase	 (1987-1997);	 whereas	 inequality	 across	 income	

groups	in	the	tax	burden	of	health	spending	experienced	small	 increases,	mostly	as	a	

                                                
1 The complete chronology of decentralization is as follows: Catalunya (1982), Andalucía (1984), País 
Vasco and Comunidad Valenciana (1987), Galicia and Navarra (1990), Canarias (1994), Asturias, 
Cantabria, La Rioja, Región de Murcia, Aragón, Castilla-La Mancha, Extremadura, Islas Baleares, 
Comunidad de Madrid, and Castilla y León (2001). 
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consequence	 of	 the	 transition	 towards	 tax	 based	 funding,	 more	 so	 than	 in	 other	

European	countries	(López-Casasnovas	&	López-Valcárcel,	2016).		

Figure	 4	 plots	 the	 per	 capita	 public	 and	 private	 healthcare	 spending	 of	 all	 Spanish	

regions	 in	2016.	Among	the	autonomous	regions	that	first	adopted	the	decentralized	

system,	 public	 health	 spending	 per	 capita	 has	 been	 relatively	 higher	 in	 the	 Basque	

Country	and	Navarra.	The	 two	regions	have	a	higher	degree	of	 fiscal	autonomy	than	

the	rest	and	have	had	higher	spending	than	those	regions	with	lower	fiscal	autonomy	

(Catalonia	and	Andalusia).		

Taken	 together,	 the	existing	empirical	evidence	suggests	 that	 the	Spanish	healthcare	

system	has	maintained	relatively	high	levels	of	efficiency	an	acceptable	level	of	equity	

over	 the	 period,	 compared	 to	 other	 European	 countries	 (López-Casasnovas	 &	 Rico,	

2003).	 The	 decentralization	 process	 appears	 to	 have	 improved	 the	 capacity	 of	 the	

Spanish	 public	 healthcare	 system	 to	 meet	 the	 political	 preferences	 and	 health	

challenges	 of	 its	 citizens.	 This	 has	 been	 followed	 by	 an	 increase	 in	 the	 visibility	 of	

healthcare	policy	decisions,	and	hence,	 the	accountability.	On	the	other	hand,	public	

health	outcomes,	mostly	still	managed	by	the	central	government,	have	not	performed	

so	well.		

There	 have	 been,	 however,	 less	 successful	 developments	 associated	 to	 the	

decentralization	process.	On	the	one	hand,	regional	governments	compete	to	increase	

their	own	healthcare	budgets	with	 transfers	 from	the	central	government.	Given	the	

lack	of	transparency	in	the	allocation	of	responsibilities	over	public	health,	and	on	the	

rules	 governing	 central	 government	 transfers,	 there	 have	 been	 problems	 to	 control	

deficits	 at	 the	 regional	 level,	 and	 difficulties	 coordinating	 responses	 to	 public	 health	

crises.	The	competition	for	funds	between	regional	governments	is	particularly	intense	

given	the	 influence	that	 funding	allocations	have	over	regional	health	outcomes,	and	

their	 influence	 in	 the	 public	 debate	 and	 electoral	 cycle.	 This	 state	 of	 permanent	

competition	can	erode	the	levels	of	cooperation	between	regional	health	systems.	

A	 further	 concern	 is	 that	 decentralization	might	 lead	 to	 production	 inefficiencies	 in	

small	 regions.	 This	 is	 due	 to	 the	 importance	 of	 the	 economies	 of	 scale	 in	 the	

production	 of	 healthcare	 services,	 and	 the	 inherent	 benefits	 of	 pooling	 risks	 across	

larger	 populations.	 Thus,	 decentralizing	 healthcare	 provision	 to	 some	 of	 the	 smaller	
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communities	might	 result	 in	an	efficiency	 loss.	This	 is	a	 real	 concern	 in	Spain,	where	

some	regions	have	populations	of	less	than	two	million	inhabitants.	To	alleviate	these	

concerns,	 it	could	be	beneficial	to	allow	for	several	regions	to	define	a	health	region.	

This	could	be	the	case,	for	instance,	of	the	regions	of	Madrid,	Castilla-La	Mancha,	and	

Castilla	y	León,	that	could	define	a	greater	central	region.			

Regional	financing	of	healthcare	

The	 funding	 of	 the	 regional	 healthcare	 systems	 is	 included	 in	 the	 general	 financing	

scheme	 of	 the	 autonomous	 regions,	 which	 is	 based	 on	 transfers	 from	 the	 central	

government.	Most	of	 the	public	 services	decentralized	 to	 the	 regions	are	considered	

social	 spending	and	are	 covered	within	 the	general	 transfer	 scheme.	Given	 that,	 like	

healthcare,	most	 public	 services	 in	 Spain	 are	 universally	 provided;	 all	 citizens	 across	

regions	 are	 equally	 eligible	 for	 consumption	 regardless	 of	 their	 income.	 Thus,	 since	

regional	 tax	 contributions	 are	 progressive,	 the	 similar	 amounts	 that	 are	 transferred	

back	to	regions	already	in	a	sense	constitute	a	form	of	redistribution.		For	that	reason,	

additional	transfers	to	finance	the	health	care	of	low-income	regions	would	exceed	the	

redistributive	targets	set	by	the	tax	system	(so	called	‘over-levelling’).	

The	main	funding	mechanism	devised	to	govern	decentralization	consists	in	a	rule	that	

allocates	 transfers	 based	 on	 the	 demographic	 characteristics	 of	 population	 in	 the	

different	regions.	The	central	government	assigns	a	set	amount	of	resources	towards	

health	care	 financing,	which	are	 then	distributed	based	on	demographic	 factors.	The	

attached	table	(Table	2)	 illustrates	the	weights	given	to	each	variable	 in	the	formula.	

Total	 population,	 an	 adjustment	 for	 the	 age	 structure,	 and	 for	 need	 (equivalent	

population	covered	by	the	benefits	of	the	system)	determine	the	vast	majority	of	the	

score	of	a	region,	and	a	small	role	(3%)	 is	given	to	the	geographic	distribution	of	the	

population.		

Table	2:	Variable	weight	in	funding	equations	

Population-based	
variables	 Weight	 Total	weight	

Population	 30%	 97%	
		
		
	

Population	aged	"0-
16"		 20,50%	
Population	aged	>65		 8,50%	
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Equivalent	population	 38%	

Other	variables	 	
3%		
		

Size	 1,80%	
Dispersion	 0,60%	
Insularity	 0,60%	

Source:	Compiled	by	the	authors.	

 

	

However,	 the	 central	 government	acknowledged	 that	 the	 transfers	 computed	 to	 the	

weighted	population	method	are	generally	deemed	to	be	insufficient	to	cover	regional	

health	 care	 needs.	 In	 part,	 this	 is	 because	 the	 existing	 allocation	 rules	 do	 not	

sufficiently	account	for	(dis)economies	of	scale.	To	compensate	for	the	deficiencies	of	

the	original	 system,	 the	central	 government	created	 supplementary	 funding	 sources.	

This	has	resulted	in	an	intense	competition	between	regions	to	capture	part	of	these	

additional	funds.	The	key	issue	becomes	how	to	assess	the	need	for	adding	up	to	the	

original	 transfer.	Measuring	 it	 through	differences	 in	 the	 final	amount	of	health	care	

spending	 is	 problematic	 since	 that	 not	 all	 disparities	 can	 be	 considered	 unfair	

inequalities.		Regional	governments	can	set	a	level	of	spending	above	original	transfer	

through	 three	 options:	 i)	 allowing	 for	 deficit	 in	 the	 region’s	 budget,	 ii)	 prioritizing	

health	 care	 spending	over	 other	 expenses,	 iii)	 raising	 additional	 taxes	 to	pay	 for	 the	

discrepancy.	 	 It	would	 seem	unfair,	 thus,	 to	 allocate	more	 resources	 to	 regions	 that	

have	 exerted	 a	 lower	 fiscal	 effort	 than	 the	 rest.	 More	 generally,	 untying	 the	 link	

between	spending	and	taxation	creates	a	pressure	towards	higher	spending	which	has	

been	observed	empirically	in	the	literature	(Banta,	2004).	For	a	more	detailed	analysis	

of	the	Spanish	Regional	finance	organization,	see	(Lago-Penas	&	Ferández-Leiceaga	&	

Vaquero-García,	2017).	
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PART	 3:	 CURRENT	 TRENDS	 IN	 HEALTH	 CARE	 SPENDING	 IN	 SPAIN.	 THE	

CASE	OF	THE	PHARMACEUTICAL	EXPENDITURE	

	

Key	trends	in	the	Spanish	Pharmaceutical	sector	

Several	trends	emerge	from	the	analysis	of	the	drivers	of	pharmaceutical	expenditure.	

First,	 relative	to	other	European	countries,	Spain’s	health	expenditure	per	capita	and	

pharmaceutical	 expenditure	 per	 capita	 levels	 are	 well	 within	 EU	 averages	 and	 have	

remained	so	over	the	past	15	years.		

Second,	 over	 the	 past	 15	 years	 (Figure	 6),	 there	 are	 three	 distinct	 periods	

characterizing	 Spanish	 pharmaceutical	 expenditure	 (both,	 hospital	 and	 retail):	 (a)	

Steady	spending	growth	(average	of	6.2	%	per	annum	from	2000-2009);	(b)	significant	

decline	in	spending	(average	of	-7.35%	per	annum	from	2010-2013);	(c)	modest	growth	

in	pharmaceutical	spending	(average	of	2.59%	from	2014-2016),	and	a	new	escalation	

in	these	recent	years	(2018-19).		

Third,	pharmaceutical	expenditure	in	Spain	seems	to	be	responsive	to	both	pricing	and	

volume	 policies.	 Price	 cuts,	 generic	 substitution	 policies,	 and	 introduction	 of	 co-

payments	coincide	with	declines	in	pharmaceutical	expenditure	from	2010	to	2013,	yet	

the	results	achieved	appear	to	be	temporary	as	additional	pressures	continue	to	inflate	

expenditure.			

Fourth,	 the	 period	 from	 2014-2017	 is	 characterized	 by	 an	 overall	 increase	 in	 total,	

retail	 and	 hospital	 pharmaceutical	 expenditure.	 The	 largest	 variations	 are	 seen	 in	

hospital	 expenditure,	 predominantly	 due	 to	 the	 introduction	 of	 new	 hepatitis	 C	

treatments.	

Fifth,	while	Spain	has	made	significant	improvements	in	generic	policy	over	the	past	15	

years,	 its	 performance	 appears	 to	 fall	 short	 of	 other	 EU	 member	 states.	 The	 same	

occurs	 for	biosimilars,	 for	which	uptake	 in	Spain	 is	 lagging	behind	the	other	main	EU	

countries.	Targeting	generic	and	biosimilar	pricing	and	penetration	have	the	potential	

to	improve	Spanish	health	system	efficiency.		

Sixth,	the	use	of	HTA	in	the	Spanish	context	 is	very	 limited	either	as	a	tool	to	 inform	

decision-making	(particularly	pricing	and	reimbursement	decisions)	at	national	level,	or	
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as	 tool	 to	 provide	 guidance	 on	 cost-effective	 prescribing	 amongst	 prescribing	

physicians.	It	appears	that	there	is	poor	dissemination	of	HTA	reports,	most	physicians	

are	not	aware	of	 them	and,	consequently,	are	not	able	or	compelled	 to	use	 them	 in	

daily	clinical	practice.		

Seventh,	 the	 economic	 crisis	 and	 implementation	 of	 aggressive	 policy	 reforms	 from	

2009	to	2012	coincide	with	net	decreases	in	the	number	of	registered	pharmaceutical	

formulations.	 This	 is	 a	 result	 of	 both	 an	 increase	 in	 the	 delisting	 of	 products	 and	 a	

decrease	in	the	registration	of	new	formulations.		

	
Figure	6:	Per	capita	real	Pharmaceutical	expenditure	2004-17	(euros	2016)	

	
Source:	AIREF	(2019).	

	

In	 addition	 to	 the	 former	 features,	 a	 relevant	 characteristic	 of	 the	 Spanish	 National	

Health	 System	 (NHS)	 is	 the	 decentralization	 of	 financing	 and	 provision.	 The	

responsibility	 is	 shared	 between	 the	 State	 and	 the	 regions	 (“Autonomous	

Communities”).	 In	 the	 pharmaceutical	 market,	 most	 of	 the	 key	 regulatory	 bodies	

operate	at	State	 level,	such	as	pharmaceutical	pricing	and	reimbursement,	marketing	

and	advertising	of	drugs,	and	the	quality	and	manufacture	of	pharmaceutical	products.		

At	 State	 level,	 the	 Ministry	 of	 Health,	 Social	 Services	 and	 Equality	 (MoH)	 is	 the	

institution	 in	 charge	 of	 the	 pharmaceutical	 sector.	 The	 MoH	 monitors	 the	

pharmaceutical	market	 through	 two	main	 institutions:	 1)	 the	 Directorate-General	 of	

Pharmacy	and	Health	Care	Products,	in	charge	of	the	pharmaceutical	policy,	and	2)	the	
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Spanish	Agency	of	Medicinal	Products	and	Medical	Devices	(AEMPS)	which	deals	with	

the	scientific	tasks	and	marketing	authorization.		

These	 regulations	 are	 aimed	 at	 achieving	 equilibrium	 between	 national	 health	

objectives,	 industry	 and	 public	 pharmaceutical	 expenditure	 (Piña-Mavarez	&	 Suarez-

Serrano,	2009).	One	of	the	most	significant	reforms	was	that	of	the	patent	system	in	

1986	 and	 the	 Spanish	Medicines	 Law	 in	 1990.	 The	 latter	 was	 replaced	 by	 the	 new	

pharmaceutical	 law	 in	 2006,	 “Guarantees	 and	 the	 Rational	 Use	 of	 Medicines	 and	

Health	Products,	Law	26/2006”,	which	introduced	a	modified	reference	price.	

A	 further	 -relatively	 recent-	development	 in	 the	overall	 regulatory	 framework	aiming	

to	 improve	 decision-making	 at	 pricing	 a	 reimbursement	 level	 is	 linked	 to	 Health	

Technology	 Assessment	 (HTA).	 Specifically,	 the	 HTA	 procedure	 is	 different	 for	

pharmaceuticals	 and	 medical	 devices2.	 On	 one	 hand,	 pharmaceutical	 pricing	 and	

reimbursement	 decisions	 are	 taken	 at	 national	 level	 through	 the	 Interministerial	

Commission	 on	 Pharmaceutical	 Prices	 [ICPP]	 (Comisión	 Interministerial	 de	 Precios	 de	

Medicamentos)3.	On	the	other	hand,	HTA	agencies	are	in	charge	of	the	assessment	of	

medical	devices.	However,	their	decisions	are	not	binding.	

The	Spanish	pharmaceutical	market	 is	 featured	as	being	highly	 regulated,	yet	 little	 is	

known	about	 the	extent	 to	which	 such	 regulation	 is	 effective	 in	 satisfying	 key	policy	

imperatives	such	as	macro-economic	efficiency,	micro-economic	efficiency,	quality	of	

care	or	equity.	

Budget	capping	

Several	 national	 audits	 of	 the	 Spain’s	 health	 care	 sector	 have	 taken	 a	 highly	 critical	

view	of	the	expenditure	path	of	our	health	system	in	recent	years.	The	assessment	of	

                                                
2 In the context of medical devices, in 2012 (RD law 16/2012), in order to improve coordination across 
HTA agencies, the “Spanish Network of Agencies for Assessing National Health System Technologies 
and Performance” (Red Española de Agencias de Evaluación de Tecnologías Sanitarias y Prestaciones 
del Sistema Nacional de Salud) was created. This network is formed of the eight HTA Spanish agencies. 
The network is in charge of the assessment of medical techniques and procedures for the inclusion, 
exclusion or modification of their use within the NHS service portfolio. Their assessment is not binding 
and made after the technologies have been authorised and adopted. 
3 This Commission is formed by representatives of the Ministry of Finance and Civil Service, the 
Ministry of Health, Social Services and Equality, the Ministry of Economy, Industry and Competitiveness 
and, from 2011 (RD 200/2012), from two rotatory – every six months- Autonomous Communities. Until 
2012, price agreements on new drugs were publicly available on the Ministry of Health, Social Services 
and Equality website, however, from 2012 onwards, these are not uploaded.  
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the	present	 evolution	was	 found	 to	 lack	 current	 both	 consistency	 and	 transparency.	

Further	there	has	been	an	apparent	unwillingness	to	apply	and	implement	legislation	

on	the	use	of	economic	evaluation	for	the	main	propellers	of	health	care	spending,	i.e.	

drug	expenditures.	Very	recently,	the	Spanish	Fiscal	Authority	(AIREF	Spending	Review	

on	 the	 Pharmaceutical	 sector,	 2019),	 has	 emphasized	 again	 similar	 concerns	 about	

efficiency	 in	 the	 Spain’s	 decision-making	 process	 in	 controlling	 drug	 expenditure,	

pricing	and	reimbursement	of	medicines.	

The	issue	of	efficiency	in	the	Spanish	health	care	sector	 is	 in	fact	magnified	by	global	

trends	in	pharmaceutical	markets.	While	an	increasing	number	of	innovative	medicines	

have	 come	 to	market	 that	 are	 potentially	 beneficial	 to	 patients,	 the	 associated	 high	

costs	of	these	therapies	have	raised	concerns	over	financial	sustainability.	Further,	an	

ageing	 population	 and	 growth	 in	 non-communicable	 disease	 exert	 increasing	 fiscal	

pressure	on	health	care	systems	(WHO,	2013).		

In	response	to	growing	expenditures,	policy	makers	across	Europe	have	implemented	

cost-containment	 measures	 and	 policies	 aiming	 to	 improve	 efficiency	 in	 resource	

allocation.	 Figure	 5	 provides	 a	 conceptual	 overview	 of	 the	 policies	 described	 in	 this	

section.	A	common	policy	across	an	increasing	number	of	EU	countries	relates	to	the	

introduction	 and	 use	 of	 health	 technology	 assessment	 (HTA),	 whether	 this	 is	 taking	

place	 through	 the	 use	 of	 economic	 evaluation	 or	 clinical	 benefit	 assessment	 (WHO,	

2015).	This	seems	to	be	the	preferred	tool	of	health	policy	makers.	Another	common	

macro-economic	measure	mostly	preferred	apparently	by	those	responsible	of	public	

finance	has	been	 to	cap	expenditure.	Budget	capping	shifts	 the	 risk	of	unsustainable	

growth	 from	 the	 payer	 to	 the	 provider.	 But	 while	 capping	 expenditure	may	 ensure	

affordability	it	does	not	necessarily	promote	efficiency	(Garrison	&	Towse,	2003).	

	

Several	 types	 of	 pharmaceutical	 budget	 caps	 are	 currently	 implemented,	 mainly	

differentiated	 by:	 i)	 the	 scope	 of	 the	 capped	 expenditures	 and	 ii)	 the	 choice	 of	 the	

spending	 limit	 or	 “cap”.	 Expenditure	 caps	 can	 affect	 the	 entirety	 of	 the	 healthcare	

budget	or	may	be	restricted	to	certain	types	of	spending,	such	as	certain	therapeutic	

classes	(Wolfe	&	Moran,	1993).		Then,	the	expenditure	cap	can	be	set	as	a	fraction	of	

GDP	 or	 GDP	 growth,	 or	 tied	 to	 existing	 budget	 containment	 objectives	 of	 the	
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healthcare	 system.	 For	 a	 more	 thorough	 discussion	 of	 expenditure	 capping	 in	

healthcare,	see	Kanovos	and	López-Casasnovas	(2020).	

	

Since	2015	Spain	has	employed	a	budget	capping	system,	which	links	pharmaceutical	

expenditure	 to	 the	Gross	Domestic	Product	 (GDP)	 growth	 rate.	 	 The	Protocol	 signed	

between	 Farmaindustria	 	 (Spanish	 Pharmaceutical	 Industry	 Association)	 and	 the	

Spanish	 Government	 sets	 two	 limits	 to	 total	 public	 pharmaceutical	 expenditure	 for	

original	 medicines,	 namely,	 a	 reference	 rate	 of	 medium	 term	 GDP	 growth,	 and	 the	

annual	 rate	 of	 growth	 itself	 (Ministerio	 de	 Hacienda	 y	 Administraciones	 Públicas,	

2015).			From	a	conceptual	standpoint,	budget-capping	policies	seem	to	contribute	to	

cost	containment.	In	the	preceding	years	the	cost	limit	has	been	held	and	only	this	past	

year	2018,	a	devolution	of	1,5%	of	GDP	 is	being	due	 (1.500	milions	of	euros)	having	

pharmaceutical	 expenditure	 overpassed	 the	 GDP	 rate	 of	 growth.	 However,	 it	 is	

doubtful	that	this	type	of	macroeconomic	policy	contributes	to	efficiency,	the	diffusion	

of	innovation	or	whether	it	provides	the	appropriate	incentives	for	competition	to	take	

place	where	appropriate.		

	

Traditionally,	efficiency	improvements,	diffusion	of	innovation	and	competition	can	be	

promoted	through	various	demand-	and	supply-side	micro-economic	policy	tools	(even	

if	 there	 is	 some	evidence	 in	Spain	 that	not	all	 these	 tools	were	effective	 in	attaining	

their	 goals);	 these	 are	 not	 implemented	 in	 isolation,	 but	 rather	 in	 conjunction	 with	

macro-level	policies	(Carone	&	Schwierz	&	Xavier,		2012).		
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Figure	5:	Analytical	framework.		
 

 
Source:	Created	by	the	authors.	

 
A	 global	 budget	 constrain	 is	 one	 of	 these	 last	 resort	 rough	 policies	 that	 finance	

ministers	 try	 to	 impose	 when	 other	 policies	 are	 not	 tried	 or	 do	 not	 work.	 	 Spain	

implemented	 in	 2015	 a	 pharmaceutical	 budget	 capping	 system	 which	 links	

pharmaceutical	expenditure	to	Gross	Domestic	Product	(GDP).	Farmaindustria	agreed	

a	 Protocol	 setting	 two	 limits	 to	 total	 public	 pharmaceutical	 expenditure	 for	 original	

medicines,	namely,	a	reference	rate	of	medium-term	GDP	growth,	and	the	annual	rate	

of	growth	itself	(Kanavos	&	Lopez-Casasnovas,	2017).		

	

FINAL	COMMENTS:		REASSESSING	HEALTH	CARE	SPENDING	CONTROLS	

From	 a	 macroeconomic	 standpoint,	 capping	 health	 care	 expenditure	 is	 unlikely	 to	

result	 in	an	efficient	allocation	of	resources.	One	of	the	key	efficiency	goals	of	health	

care	systems	is	to	determine	the	optimal	allocation	of	the	health	care	budget.	From	an	

economic	perspective,	a	health	care	budget	can	be	allocated	among	a	series	of	inputs	

including	 drugs,	 hospital	 services,	 and	 physician	 services	 in	 order	 to	 produce	 a	 final	

output,	which	 is	health.	 In	some	cases	these	 inputs	act	as	complements	and	in	other	

case	as	substitutes	for	the	production	of	health.	Increasingly,	in	the	context	of	growing	

health	 expenditure,	 countries	 have	 been	 employing	 a	 silo-mentality	 to	 health	 care	
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budget	 allocation.	 Rather	 than	 fixing	 budgets	 across	 the	 entire	 health	 care	 systems,	

countries	have	set	budgets	for	individual	inputs.	

Literature	 suggests	 that	 silo	 budgeting,	 while	 helping	 to	 constrain	 costs	 within	 the	

context	of	the	input,	is	unlikely	to	produce	efficient	outcomes	across	the	entire	health	

care	 system	 (Garrison	 &	 Towse,	 2003).	 Silo	 budgeting	 of	 individual	 inputs	 has	 the	

potential	to	distort	production	and	produce	inefficiencies	across	the	entire	health	care	

system.	For	instance,	a	cap	on	pharmaceutical	expenditure	may	require	a	reduction	in	

expenditure	in	drugs,	and	subsequently	more	expenditure	in	hospital	services	that	may	

be	 less	effective	at	promoting	patient	health.	Assigning	budgets	 to	 silo	 inputs	 rather	

than	the	final	output	may	prevent	health	care	systems	from	achieving	the	optimal	mix	

of	services.	It	has	also	been	argued	that	it	is	more	efficient	for	expenditure	control	to	

be	exercised	at	disease	or	therapeutic	area	level	(Garrison	&	Towse,	2003).	

Diffusion	 of	 innovation	 refers	 to	 the	 extent	 to	which	 a	 country	 can	 promote	 uptake	

and	access	to	new	innovations	to	patients.	While	there	is	no	evidence	at	present	in	the	

literature	exploring	 the	 impact	of	budget	 capping	on	 innovation,	a	 few	key	concerns	

were	 highlighted	 through	 stakeholder	 consultations.	 Nevertheless,	 budget	 caps	 can	

have	 indirect	 consequences	 on	 the	 diffusion	 and	 financing	 of	 innovation.	 First,	 at	 a	

broad	level,	silo	budgets	reduce	flexibility	in	allocating	the	health	care	budget.	Health	

is	the	product	of	a	series	of	different	inputs.	The	level	of	innovation	in	each	input	can	

vary.	By	fixing	the	budget	for	one	input,	it	restricts	the	ability	of	countries	to	respond	

to	transformative	innovations	in	one	input.	In	theory,	 if	the	level	of	 innovation	in	the	

pharmaceutical	sector,	far	exceeded	that	in	the	hospital	services,	it	would	be	efficient	

to	reinvest	resources	accordingly.	However,	through	silo	budgeting,	this	reinvestment	

is	not	possible,	and	resources	cannot	be	fully	used	to	finance	health	care	inputs	with	

the	highest	value.		

Secondly,	 budget	 caps	 potentially	 punish	 innovation.	 Within	 the	 pharmaceutical	

sector,	say,	each	year	some	innovative	products	will	enter	the	market,	some	products	

in	the	market	will	come	off	patent,	and	other	products	will	become	obsolete	and	leave	

the	market.	In	principle,	if	expenditure	levels	are	fixed,	savings	from	disinvestment	in	

obsolete	 products	 and	 savings	 from	 price	 cuts	 and	 generic	 substitution	 will	 provide	

some	 revenue	 to	allow	 for	 the	 introduction	of	new	medicines.	However,	 there	 is	no	

guarantee	 that	 these	 savings	 will	 provide	 sufficient	 funds	 to	 match	 the	 pace	 of	
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innovation	 or	 to	 finance	 truly	 transformative	 innovations	 (e.g.	 new	 treatment	 for	

Hepatitis	C).		

In	general,	budget	caps	reduce	the	ability	of	payers	to	reinvest	resources	across	health	

care	 inputs	 and	 are	 potentially	 most	 punishing	 in	 situations	 where	 the	 level	 of	

innovation	and	amount	of	subsequent	payback	required	is	highest.	

What	macro-level	constraint	ensures	macroeconomic	stability	on	health	
care	spending?		

While	 this	 type	 of	 policy	 is	 relatively	 simple	 and	 attractive	 to	 a	 risk-averse	 policy	

maker,	further	analysis	reveals	several	problems	with	it,	which	need	to	be	addressed	in	

a	 forward-looking	way.	 First,	 the	 use	 of	 GDP	 growth	 as	 an	 anchor	 is	 arbitrary.	 GDP	

growth	 is	 not	 directly	 linked	 to	 either	 the	 volume	 or	 the	 prices	 of	 the	 health	 care	

services	 delivery,	 and	 therefore	 does	 not	 address	 any	 of	 the	 drivers	 of	 expenditure.	

Second,	in	order	for	a	cap	to	be	set,	GDP	growth	must	be	forecasted.	GDP	often	tends	

to	be	quite	volatile,	and	as	such	there	is	significant	risk	that	the	forecasted	GDP	growth	

and	subsequent	cap	will	be	inaccurate.	Clear	methodologies	must	be	put	into	place	to	

ensure	that	the	pharmaceutical	budget	cap	is	accurate.	Third,	it	is	also	unclear	how	this	

cap	will	be	transferred	at	regional	level	and	this	dimension	carries	significant	weight	in	

a	 country	 that	 relies	 on	 a	 federal	 system	of	 governance.	 Both	GDP	 and	 expenditure	

vary	by	region.	Some	regions	may	be	better	able	to	meet	their	expenditure	cap	than	

others.	There	is	risk,	for	instance,	that	a	pharmaceutical	budget	cap,	when	applied	at	

regional	level	will	produce	inequities	in	the	health	care	system.	Fourth,	beyond	issues	

of	efficiency,	the	current	budget	capping	system	raises	concerns	about	Spain’s	ability	

to	promote	 innovation.	Along	with	ensuring	financial	sustainability,	Spain	also	should	

have	a	keen	interest	in	contributing	towards	the	continued	development	of	innovative	

and	 cost-effective	 services	 that	 improve	 the	 health	 and	 quality	 of	 life	 in	 their	

population	 and	 promoting	 their	 uptake	 and	 use.	 The	 importance	 of	 these	 two	

objectives	needs	to	be	weighed	carefully.		
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Concluding	remarks	
	
While	Spain’s	health	care	expenditure	 levels	are	well	within	European	averages	once	

adjusted	by	external	 factors.	However,	 the	pressures	 for	health	care	expenditures	 to	

increase	 advise	 to	 be	 aware	 on	 some	 conditional	 factors.	 Firstly,	 the	 willingness	 to	

finance	a	higher	expenditure	with	a	higher	level	of	taxation	(Spain	is	six	points	in	GDP	

below	to	most	of	the	countries	being	compared)	should	be	in	the	horizon.		Secondly,	a	

better	governance	of	the	Health	system	and	higher	levels	of	efficiency	in	expenditure	

need	 to	emerge.	 	 	There	are	several	areas	 in	which	could	be	 improved.	The	 recently	

implemented	budget	capping	system	should	not	be	‘the’	way	forward.	Moving	to	the	

microeconomic	 level,	 reforms	 in	 the	 use	 of	 health	 technology	 assessment	 and	 risk	

sharing	 agreements	 with	 the	 providers	 can	 help	 promote	 both	 efficiency	 and	

affordability.		
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