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I am writing again about the funding of the National Health
Services (NHS) but the circumstances are exceptional. There is no
doubt that the UK has fallen behind in the funding and quality of
healthcare compared to other European countries. Per 1000 popu-
lation, the UK is third from the bottom of a list of 18 European
countries for the percentage of gross domestic product (GDP)
spent on healthcare, bottom of the list for the number of acute beds
and of practising physicians, and fourth from the bottom for the
number of practising and certified nurses. This is reflected in
widespread dissatisfaction among patients and NHS staff.
After a campaign of softening up public opinion for an increase

in taxation directed towards NHS funding, Gordon Brown, the
Chancellor, took a huge gamble in his Budget of 17 April 2002.
In this he forecast that improvement will be obvious by the next
election, which will probably be in 2004 or 2005. After he
promised not to increase income tax, the Chancellor had no option
but to raise National Insurance (which originated in 1911 to pay
for sickness benefits and pensions) contributions from employers
and employees by 1%. This is taxation, but it is a progressive one
in which the large employers and high-earning employees pay the
most and pensioners, the unemployed and those living entirely off
unearned income pay nothing. This is being sold to the middle
classes as a form of health insurance rather than a tax.
On the day after the Budget, Alan Milburn, the Secretary of

State for Health, amplified the Chancellor's proposals. By 2008,
15000 more doctors and 35000 more nurses will have been
recruited, patients who have waited more than 6 months for
treatment will be given a choice of the hospital where they would
like to be treated-an NHS hospital, private hospital or abroad.
Forty-two new hospitals will be opened and 133 are being built.
New pay contracts with general practitioners (GPs) and consult-
ants are in the final stages of negotiation, and a new pay system for
nurses is almost complete.
Total funding of the NHS will equal that of the rest of the

European Union, measured as the percentage ofGDP. To ensure
that this huge increase in funding is properly administered and
spent, two new' super regulators' will be set up, one for public and
private hospitals, and one for the social services. For the hospitals,
the new body will be called the Commission for Health Care and
Audit, created by merging the Commission for Health Improve-
ment and the Audit Commission. In addition, every household
will receive an annual report from their local Primary Care Trust
showing how the Trust's money has been spent.

What are the snags? First, the timetable. The targets are set for
2008 which is after the term of the present government, so visible
improvement may not be achieved within this period; if no
improvement has occurred, or the electorate is still unhappy with
the NHS, the people may well vote out the Labour Party. Second,
the perennial problem of 'bed-blocking'; this is when old people
have to be retained in hospital because no places can be found for
them in residential care homes. At present, 5000 acute beds are
occupied in this way and it is estimated that 50 000 places for
residential care have been lost in the past 5 years. This is because,
particularly in the south-east, owners of private residential homes
have found it more profitable to sell their property in the booming
housing market than to run them. In addition, many of the smaller
residential homes have been unable to afford the improvement in
accommodation required to be in line with the recently introduced
standards. To rectify this, a 6% annual increase in the funding for
Social Services was announced in the Budget, specifically to
expand the number of residential care places by enabling local
authorities to increase payment to privately run homes and to
increase the number of local authority homes.
The part of the Budget dealing with the NHS has received

mixed reactions, though mainly favourable. However, the much
respected King's Fund, an independent health charity, has its
doubts. 1 It points out that chief executives of trusts have been
distracted from more pressing issues such as staffing, resources
and low morale, by an avalanche of instructions and targets, many
ill thought out. It also throws doubt on the government's ability to
equal the level of expenditure of the other European Union
countries (8% of the GDP) by 2005-06 because these countries
will have raised theirlevel of spending to 10.7% ofthe GDPby this
date. Staffing problems will not be solved easily, the rate of
appointment of new consultants is slowing down, partly due to
lack of suitable candidates, the number of applications to medical
schools is falling and the supply of overseas doctors is diminish-
ing. A five-year health check is suggested to monitor progress.
All in all, the next few years will be extremely critical for both

the NHS and the Labour government.
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Letter from Bosnia and Herzegovina
THE HEALTH SYSTEM: 10 YEARS OF TRANSITION
In the process of disintegration of former Yugoslavia, Bosnia and
Herzegovina (BH) reached independence and became a member-
state of the United Nations in April 1992.1 The same year in
August, BH become a full member of the World Health Organiza-

tion,? A bloody war ensued which lasted till the end of 1995, when,
in accordance with the Dayton Peace Agreement, the state was
organized into two entities: BH Federation (FBH) and the Serb
Republic (RS).3 The administrative organization has 148 munici-
palities and about 1400 settlements, inhabited mostly by three


