TABLE OF CONTENTS

Table ofcontents

EXECULIVE SUNMIMIATY ......oiiieiictice sttt sttt bbbttt et e s e s e ebeebe st e te st et enses s e seeneabeseesbe b ense e ans 9
KEY POLICY INSTGNTS. ... bbbt b bbbt ettt 17
Recent macroeconomic developments and short-term proSpPects.........ccocevveeeencevieenie s 20
Monetary, financial and fiscal policies to promote stability and well-being...........cccoocvviiieninnens 26
Addressing longer-run challenges to Well-Deing.........ccoco oo 36
[ E =T =] 0 LSRR 54
Annex A. Progress in Structural FefOrMIS. ... ..o 59
A. Strengthening the fiscal framework and fiscal sustainability..............ccccooeiiiniiiinininiiie 59
B. Fostering productivity growth and inCOMe CONVEIGENCE..........cuerueuereriereiesieeie e seesieeie e sreeneas 59
C. Promoting competition and improving the business environMent.............cccooceveveveneneneeieenenene 61
D. Promoting a more effective pUDIIC SECTON.........coociiiie i 62
E. Achieving efficiency in the 8Nergy SYSTEM.......cceo ittt 63
Improving the Czech health Care SYStEM..........ccviiiiiii i e 65
Overview of health outcomes in the Czech RePUDBIIC...........ccooiiiiiiiiisiee e 68
Improving the coherence and organisation ofthe health care system..........cccccevvevieiicvin v, 75
Improving the delivery 0fhealth Care............coviiiiii e 84
Managing health spending and strengthening financial sustainability............cccccooviiiiiiiinic i 96
Promoting healthy lifestyle choices and preventive POLICIES..........ccooiiiiiiieiiinee e 109
IMProving NEAITN TILEIACY........oii e enens 114
Ly (=] £ 00U ST 117
Tables
Table 1. Macroeconomic indicators and ProjeCtions............ccecveieierierenese e 21
Table 2. Potential vulnerabilities ofthe Czech eCONOMY........cccooiiviiiiie i 26
Table 3. Past recommendations to strengthen the fiscal framework.............c.ccocevviiiiinnnninsce 31
Table 4. The fiscal SItUALION 1S FTODUST.........oveiiii e 32
Table 5. Scenarios of VAT rates to offset lowering social security contributions............ccccoceevenennns 35
Table 6. Financial assessment of fiscal recommendations..............cooveeeieiienieienie e 35
Table 7. Potential impact of structural reforms on GDP per capita after 10 years...........ccoccoevvvevrernenn. 38
Table 8. Type ofreforms used in the structural reform simulations............ccoccooeiiiiiienince 38
Table 9. Past recommendations for improving innovation and skills mismatch..............cc.cccoviieee 47
Table 10. Pension eXpenditure ProjJECLIONS...........ccueiireeieie st erees e ee et see st saesae e e eeseeenens 49
Table 11. Past recommendations on Pension refOrMS..........ccov i 49
Table 12. Expenditure projections as shares of the government budget..........ccccoooeioviviieiiiiece 50
Table 1.1. Determinants that drive regional variations in health outcomes...........ccccccovevevivieniiiiennns 71
Table 1.2. Responsibility for public health in the Czech RepubliC..........ccccooiiiiiiiiiiiiecee 83

OECD ECONOMIC SURVEYS: CZECH REPUBLIC 2018 © OECD 2018

| 3



4 | TABLE OF CONTENTS

Figures

Figure 1. GDP per capita is converging to the OECD aVerage.........ccccovevveieriesieeieeiesie e seesvesre e, 17
Figure 2. Measures of well-being outperform the CEE peers, but lag behind the OECD average...... 18
Figure 3. Redistribution reduces iNEQUAITIES............cceiiiiiiiieieisse s 19
Figure 4. Inequality and poverty are relatively low but vary across regions...........ccccoevvveeveiienesieennene. 19
Figure 5. Growth is accelerating as in neighbouring COUNEIIES..........c.coveveiniiineee e 20
Figure 6. Czech eCONOMIC dEVEIOPMENTS. .....c.ciiiiiiieieiieie e 22
Figure 7. Higher participation in the labour market has offset the effect of ageing..........c..cccoceevvnneenn, 23
Figure 8. EU countries are the Czech Republic’s main trading partners.............ccoeovvvreneneieniencnene. 24
Figure 9. Labour productivity is PICKING UP......ccoiiiiiiiiiii ettt st 25
Figure 10. The wage Dill IS FISING......ccuiiiiii e e neesneas 25
Figure 11. The exchange rate is appreciating and inflation is around the target............c.ccoceovvivnivnennnn. 27
Figure 12. Exposure to financial vulnerabilities is IOW............cccoeveiviiciece e 29
Figure 13. Credit and housing market developments raiSe SOMe CONCEINS.........ccccveveerieereereesesseeeneens 30
Figure 14. Some fiscal space is available to address future NEEdS............ccucvvrirereiicinisc e 31
Figure 15. Government fiscal revenues rely heavily on social contributions............c..cccccovvviieiiciennnnne. 34
Figure 16. The fiscal burden on labour could be oWered...........coooviiieie i 35
Figure 17. Czech wage levels are not converging to OECD standards............ccccoorvrenennninneneiennns 37
Figure 18. The gap between the Czech productivity level and that of advanced economies remains

= L0 = SRS 39
Figure 19. Benefits from participating in GVCs are MOderate............c.cooererririinineneiee e 40
Figure 20. The labour market has shifted from medium towards high-skilled employment................. 42
Figure 21. The shift towards high-skilled employment is expected to continue.............c..ccoceecererenee, 43
Figure 22. Gender gaps in the labour market are large.........cccooveveieie i 46
Figure 23. The old-age dependency ratio is projected to peak around 2060...........ccccoeevvververinnrinerenne. 48
Figure 24. Ageing will have a substantial impact on public finances.............ccccocooiviiiiiiiicicce 50
Figure 25. Green growth indicators: Czech RepPUDIIC.........cccovviiiiiiieii e 52
Figure 1.1. Total health care eXpenditure iS FiSING.......cccocveiiiiiiiiesie e 66
Figure 1.2. OECD typology ofhealth Care SYStEMS.........ccciiiiiiiiieieisee e 67
Figure 1.3. Health outcomes have improved on several dimenSioNS..........ccccccceveieiive e 68
Figure 1.4. Life expectancy is lower in socially deprived diStriCtS.........cccoovviriiereneiieiie e 69
Figure 1.5. Life expectancy at birth across diStriCtS..........cooeviiiiiiniiieesi s 70
Figure 1.6. Health inequalities by SOCI0-€CONOMIC STALUS..........cceccveiieiiie e 72
Figure 1.7. Prevalence of diseases by Roma and non-Roma people.........ccoevvvevieevinciieniecie e e eseee 74
Figure 1.8. Life expectancy across the OECD..........cccooiiiiiiiiiiece s 75
Figure 1.9. Czech’s number of physician consultations is high..........c.ccccccoviiiiiii e, 80
Figure 1.10. Diabetes hospital admissions in adults are decreasing...........ccoovuerereiinenenieeeieesese e 81
Figure 1.11. Thirty-day mortality after admission to hospital for ischaemic stroke is relatively high.. 82
Figure 1.12. Health expenditure by type Of SEIVICE.......cccvi i 84
Figure 1.13. Hospital expenditure by type OF SEIVICE.........cooiiieiiiiiiiiee e 85
Figure 1.14. The average length of stay in hospital is above OECD average............ccoceovevvrenvenenennnnn. 86
Figure 1.15. Hospital care capacity is Still RIgN........cccoviiii i, 87
Figure 1.16. Investment in the health care sector remains MOESL.............corereieiiiiiniiene e 89
1o = A o o T (=T 4 o= =TSSR 92
Figure 1.18. Evolution in the number of practising phySiCIans...........ccccocevievieiieciie s 94
Figure 1.19. The Emigration rate of doCtors iS Nigh..........cocoiiiiiiiiiiiiiee e 95
Figure 1.20. Nurses related iNQICALOrS.........coviveieiiiiiiicic ettt ns 96

OECD ECONOMIC SURVEYS: CZECH REPUBLIC 2018 © OECD 2018



TABLE OF CONTENTS

Figure 1.21. Growth ofhealth care SPENAING.........ccoiiiiiiiiie e 97
Figure 1.22. Composition of health eXPenditure...........cc.coiiiiiiiiii i e 98
Figure 1.23. Share of generics in the total pharmaceutical market.............c.cccooviiiiiiiiiicc 99
Figure 1.24. Financing sources of health INSUFANCE............cceiiiiiiiiini s 101
Figure 1.25. Out-of-pocket medical Spending iS IOW.........ccccveiieiiiiii i 103
Figure 1.26. The population is ageing rapidly ... 105
Figure 1.27. Disability-adjusted life years and its COMPONENLS..........ccevveveieieiiiice e, 106
Figure 1.28. Evolution of health care cost profile overpopulation age cohorts............ccccceveeeveevenee. 107
Figure 1.29. Public health care expenditure ProjeCtiONS..........cocviiieieiieiinineree e 108
Figure 1.30. Snapshot of risk factors to health.............cccoiiiiici 109
Figure 1.31. Excise taxes on alcohol and tobacco in the Czech Republic arelow............ccccceoeveenens 111
Figure 1.32. Alcohol and tobacco consumption and their price developments...........ccccoovvriiinicinne. 112
Boxes

Box 1. Simulations ofthe potential impact of structural reforms.........c.ccccooviveviiii i, 38
Box 2. Economic upgrading through integration in Global Value Chains (GVCS)......cccccceevvveneennene. 40
Box 3. Recommendations ofthe 2018 OECD Environmental Performance RevView............cccocveenee. 53
Box 1.1. Health care systems: A wide variety of frameworks and an OECD typology.................. 67
Box 1.2. Explaining regional variations in health OULCOMES............ccoviiiiiriiiiic 70

Box 1.3. The Czech health Care SYStEM.......c.ccciiiiiiiii ittt nre s 76
Box 1.4. Reimbursement policy for pharmaceutiCals...........ccccceviiiiiiiiiie v 100
Box 1.5. Taxes on sweetened beverages across OECD..........ccocooiiiiiiiineieiese e 113

Box 1.6. Making patients experience data available to the public: examples from across the OECD 115

Box 1.7. Recommendations to improve the health care system

OECD ECONOMIC SURVEYS: CZECH REPUBLIC 2018 © OECD 2018

| 5



