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The impact of the economic crisis
on health care systems

by Charalampos Economou,
Panteion University of Social and Political Sciences, Athens.

he current global economic crisis has given rise to concerns about its implications for health

care sector and the ability of the health systems to provide adequate and qualitative services to
the citizens. Experiences from the past are indicative of the impact that deep economic recessions
have on health services. More specifically, four recessions of the twentieth century and their effects
on health have been studied: the interwar Great Depression, the recession of the late 1970s and
1980s, the collapse of the former European socialist countries in early 1990s and the East Asian
financial crisis in the second half of the 1990s (Levy and Sidel 2009, Stuckler et al. 2009).

The first of these recessions, the Great Depression, caused serious public health problems
in the USA. Public health policies failed to address the impact of unemployment on child and
maternal health during the 1930s. The welfare provision aimed at pregnant and nursing mothers
was not effectively counteracting the adverse consequences of the economic depression,
illustrated by the rise in maternal mortality (Webster 1985). Furthermore, curtailment of health
budgets, reduction in health personnel, and limiting of projects, such as preventive campaigns
against diphtheria, typhoid fever, etc. were reported (Dublin 1932, Editorial of American Journal
of Public Health and the Nation's Health 1934).

The recession of the late 1970s and 1980s had serious consequences for the Third World
countries. The Structural Adjustment Programs (SAP) implemented by the heavily borrowing
countries under the auspices of the IMF and the WB, had negative effects on health sector. Cuts in
public expenditure, and the emphasis on cost recovery, made public health services inaccessible to
the most vulnerable social groups, especially in rural areas. The problem was further aggravated by
the increased dependence of adjusting countries’ health sectors on external support (Alubo 1990,
Asthana 1994, Stewart 1989, Woodward 1992, Logie and Woodroffe 1993).

In early 1990s, during their transition from a command-and-control system to a free-market
capital economy, many of the ex-socialist countries of the Central and Eastern Europe adopted a
process of rapid economic reforms, known as “shock therapy” (Murrell 1993). The consequence of
this strategy was the deterioration of health services and health conditions reflected in increasing
mortality and morbidity (Field 1995). The Semashko type of national health system inherited at
the beginning of the 1990s begun to change towards a Bismarckian social insurance model. The
exaggerated emphasis placed on the efficient management of resources and expansion of financing
sources, downgraded the important problem of equity in access and improvement of health status
to a second priority. The transition to a social insurance system raised questions at a moment when
the basic prerequisites, such as a strong economy with a high rate of employment and a sufficiently
high wage level to allow for insurance contributions, did not exist. The introduction of market
elements and the expansion of the role played by private payments, whether in the form of private
insurance or in the form of additional insurance, deductibles, co-payments or direct payments,
negated the criterion of equity (Figueras et al., eds 2004).

The last case study for exploring the impact of economic crisis on health sector is the East Asian
crisis which occurred in 1997. At the time, some countries of Latin America, including Argentina
and Mexico, were also plagued by fiscal deficits. Evidence from Indonesia (Hotchkiss and Jacobalis
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1999, Simms and Rowson 2003, Waters et al. 2003) shows that between 1997 and 1999 there
was a 20% reduction in per person spending and a 25% cut in government health spending. The
devaluation of rupiah reduced even more real public health expenditure and household purchasing
power. Between 1996 and 1997 there was a 25% fall in real spending on drugs that happened
in parallel with price increases of about 170%, resulting from rupiah’s devaluation. The use of
health care services by children from poor backgrounds dropped by about 17% compared with 8%
in children from wealthier settings. Immunization coverage was declined almost 25% between
1995 and 1999. Rates of use of services by low-income households fell between 26% and 47%.
From 1997 to 1998, outpatient contact rates declined by 25.4% for public health facilities and
9% for private facilities. In this context, the negative effects of the economic crisis on household
purchasing power and government revenues undermined the viability of the government'’s attempt
to introduce managed care health reform. Similar trends in relation to cuts in health expenditures
and lower utilization of health services were also observed in Korea (Yang et al. 2001).

In Latin America, the experience of Argentina highlights that the 2001 economic crisis
exacerbated the problems of the health system. Provincial inequities in terms of health status,
access to services and financing widened, and the health system became more fragmented and
inefficient. Health insurance coverage decreased sharply and access to services was restricted,
especially for the poorest, who suffered a decrease in health insurance coverage three times
greater that of the non-poor. The crisis also threatened the effectiveness of priority public health
programs and services, and worsened the economic and financial situation of many insurers
and service providers, thus increasing the debt prevailing in the health sector. In addition, total
health expenditure per capita, decreased from USS$669 in 1997 to USS242 in 2002 (Cavagnero
and Bilger 2010, World Bank 2003). In Mexico, the 1995-6 crisis reduced income and resources
for goods that improve or maintain health, such as out-of-pocket medical spending or nutrition.
It also reduced public sector funds for health services, which affected groups dependent on
those services. As a result, mortality rate increased by 5-6 percent among the population aged
60 and over, and by 7 percent among children aged 0-4, compared to the expected based on
pre-crisis trends (Cutler et al. 2002).

The impact that the recent economic crisis of OECD countries has on health systems is well
summarized in a report published by the WHO in 2009. In countries that have required emergency
assistance from the International Monetary Fund, the spending restrictions imposed during loan
repayment, negative GDP growth, substantial increases in unemployment and decreasing revenues
impact on household income, government spending and the capacity of other actors in the private
and voluntary sector to contribute to the health effort, despite the fact that all this is happening
at a time of greater health need. Due to the drop in household income, patients turn from the
private to the public sector, and as governments feel the financial need to cut back and public
sector services are underfunded, quality of care deteriorates and access to services is restricted.
Reductions in total expenditure have an impact on the composition of health spending, resulting
in savings in salaries, infrastructure and equipment. In less developed countries, diminishing
resources are accompanied by currency devaluations which increase costs in local currencies of
all imported health expenditures including medicines and biomedical technology. In addition, in
these countries, official development assistance from individual donors has fallen massively.

The above evidences indicate the negative effects of economic crisis on health care sector.
This is especially true for countries where the crisis took the form of a fiscal and debt crisis. The fact
that the development model of countries such as Greece is characterized by slow progress, weak
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industrial base, the long existence of agricultural structures and institutional backwardness, make
them vulnerable to international fluctuations and turmoil, especially in relation to the monetary
exchange rate and fiscal sector, i.e. the sector which had financed their growth and where the
signs of the international crisis were evident. In the context of the EU, the solution chosen to
the problem is internal devaluation and cuts in social expenditure and more specifically cuts in
pensions and health care (Sakellaropoulos 2012).

Nonetheless, it can be argued that under certain circumstances, economic shocks is possible
to create windows of opportunity for significant policy change, by disrupting the self-refentiality of
the health care system. Health system-specific deficits do not suffice in explaining health reforms.
The paradigm of Greece and the health sector reform initiatives undertaken after the Memorandum
show that the role of economic shocks is crucial in promoting changes, in the case that political
actors, decision makers and stakeholders appear to disagree fundamentally over the values and
the directions of health reforms and “party thinking” blocks the implementation of changes
(Economou 2012). Yet, this is the one side of the coin. The other side concerns the question
about the direction of the changes and their impact on the effective and efficient functioning of
the health system, as well as on the equitable access to quality services. From this point of view,
it can be argued that most of the reform measures adopted in the Greek health care sector are
in the right direction. They put emphasis on the efficient functioning of the health system, and
they try to remedy the shortcomings of public primary health care services, to rationalize hospital
funding and professionalize its management, and to better control pharmaceutical expenditures.
However, there are many other measures aiming at the privatization of selected public services
and the increase or the introduction of new user charges and as a consequence they raise serious
questions about the accessibility of health services, especially for low income citizens (Economou
2012). In addition, the fact that the government called for cuts in health services budgets while at
the same time an increase in utilization of public health services is observed, puts the low income
households and the vulnerable groups at risk (Kentikelenis and Papanicolas 2012).

The present volume reflects on the health care reforms introduced in European countries in
the era of economic crisis. More specifically, Mouréo et al., analyze the Portuguese health policies
and health system, in the context of the present economic, financial and social crisis. Based on
the speeches of policy-makers and experts about the processes of governance and contingency
measures, they consider the criteria of efficiency and effectiveness. Verspohl examines the issue of
the privatization of health services and the consequences of the introduction of market instruments
in health systems. Her paper studies the power of ideas within the framework of structural reform
pressure and institutional path-dependency in two countries representing the two ideal types:
the Netherlands for Social Health Insurance and Sweden for the National Health Service. Geitona
presents an overview of the rewarding innovation pharmaceutical regulatory systems in Greece,
focusing on recent major pharmaceutical reforms. Liaropoulos et al., discuss the proposal for the
reform of Greek Hospital Sector, also known as “hospital mergers”. They propose a new pattern of
organizing hospitals in groups based on the reform of emergency care and the management of five
main chronic diseases, namely AMI, Stroke, Cancer, Diabetes Mellitus and COPD. Minogiannis,
in his paper argues for the necessity of a new managerial approach to be implemented in Greek
public hospitals, which would sufficiently answer to the main four problematic conundrum of
today: the perverse unaccountability of medical subjectivity, the obsolete management model, the
lack of human resources management tools and the unhealthy financing of hospitals.
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Health governance in a context of crisis -
the perspective of efficiency and effectiveness
in the Portuguese health system

Vitéria Mouréo, Patricia Campanico & Michele Briiheim, Technical University of Lisbon (UTL)

H 61akuBépvnon tns uyeias oto nAaiolo
Tns Kpions - n npoontKn ths anodotikdtntas Ka1 tns
anoteheopauikotntas oto Moptoyaliké cuotnpa vyeias

Vitéria Mouréo, Patricia Campanico & Michele Briiheim, Technical University of Lisbon (UTL)

ABSTRACT

The financial and economic crisis from 2008 has
a great impact in welfare states, notably in one
of their fundamental pillars — health. In Portugal,
the total spending on health reached 10.1% of
GDP in 2008 and will increase in view of the
current panorama. The objective of this study is
to analyze the health policies and the Portuguese
health system, in a context of economic, financial
and sodial crisis, in the light of the speeches of
policy-makers and experts about the processes
of governance and contingency measures,
considering dimensions of analysis efficiency and
effectiveness. In the dimension of effectiveness,
measures have been pointed out for protecting
the most vulnerable, for the empowerment of
citizens, for reduction of inequalities and for the
protection and promotion of health. Finally, in
the dimension of efficiency, there are important
measures to cut off expenditure, of mobilization
of financial resources, in the rationalization of
resources and services and in professional and
organizational development. In theoretical
domains of risk and uncertainty, we see through
the speeches of policy-makers and experts, that
these are domains for the exercise of policies
on critical governance processes, determined
by identified sources of insecurity, processes of
public debate and in terms of policy dispute.

KEY WORDS: Health system, crisis, governmental-
ization, risk, effectiveness, efficiency, Portugal

NEPIAHWH

O otoxos s napouacas epyacias eivar va ava-
A€l Us MOAITIKES yia Ty uyeia kar to odotnpa
uyeias ts MoptoyaMas, oto MAQicIo NS O1KO-
VOUIKNS, XPNPATOMOTWUKAS KA1 KOTVWVIKNS KPi-
ans, Bétovtas ws Bdon tov Adyo twv iG1wv twv
S1aPOPPWTDV MONTKNS KA1 TWV EUNEINOYVWUO-
VWV, OXETKE e Ts peBodous diakuBépvnaons Kat
0 PETpa €Ktaktns avdykns, AauBavovias undyn
ws d1aotdoers ts avAuons Ty anodoukotnta
Kol v anoteheopaukotnta. Qs npos n did-
0taon s anOTtEAeoHaTIKATNTAS, EMonpaivovial
UETPA Y10 TNV MPOCTacia Twv NAEOV EUGAWTWY
OpAdwy, yia v evbuvApwaon twv NONITAY, yia
™ peiwon twv avicothtwy Kai y1a v npootaocia
Ka1 tnv npoaywyn s uyeias. TEAOS, Oto mAaiolo
s &1dotaons s anodoukdtntas, emonyaivo-
Va1 ONPAVUKE PETPA y1a T nepikonnh twv dana-
V@V, TNV KIVNTONoinon twv O1KOVOIKMOV NOpwv,
Tov £€0pBoAoyIoHS TV NOPWY KA1 TWV UNNPEDT-
MV Ka1 TNV ENAYYEALOTIKA KA1 0pyavwukh avd-
nén. AvaQopika Pe Ts éwoles Tou Kivouvou
ka1 tns aBeBaidtntas, diamotwvetal, Yéoa ano
TOUS AOYOUs Twv UneuBuvwy xdpagns NoNTKAS
KO TV EUNEINOYVWHOVWY, GU AUTOf €ival TOPESs
nou ouvdéovtan Ye v doknon NOATIKMY ava-
QOPIKA pe kpiolpes O1adikaaies S1akuBépvnons,
nou npoadiopilovtar and kabopiopéves nNnyEs
avaopdieias, diadikaoies dnudoias ocudhtnons
ka1 o 6POUS NONTKNS lapwvias.

AEEEIZ-KAEIAIA: YUothpa uyeias, kpion,
SrakuBepynuopos, kivbuvos, aNoTENEGPATIKOTNTA,
anodoukaétnta, Moptoyahia
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1. Introduction

o ne of the impacts of the worldwide and national financial and economic crisis that erupted
in 2008 is the reduction of the social protection by the welfare state, mediated as a process
of risk privatization, namely in one of its basic pillars - Health.

The Portuguese National Health Service (NHS), created in 1979, materializes the right of access
to Health, described in the Portuguese Constitution as universal and tending to be free. Since
then, Health services have developed bringing benefit for all citizens that access to it, however
with some difficulty in corresponding to the critical challenges of its qualification.

The total expense with Health, in Portugal, was 10,1% of the GDPin 2009 and tends to increase
with the aging population, increase of chronically ill people and medical technological innovation.
In a crisis panorama, it is important to have a strategy of financing and improving administration
and coordination of the NHS, developed in the optic of efficiency and effectiveness that assures the
welfare of the citizens and in a context of GDP reduction, as in economic recession.

2. Economiic, financial and social crisis: Impacts in health governance

he world is going through one of the major economic and financial crises since the Great
Depression of 1930. The valuable growth of the world annual production decreased from 4%,
in 2006-2007 to 1,6% in 2008 and to -2% in 2009 (United Nations, 2011).

Social impacts of the crisis are diverse: (i) reduction of families’ purchasing power; (ii) growing
unemployment rate with material and psychosocial consequences; (iii) and a limited ability from
State to reply by the social protection nets (OPSS, 2011).

Europe, in particular, experiences a great economic contraction with devastating impact in
people’s lives. Labour flexibility and unemployment are the main consequences. Unemployment
rate evolved from 7,1% in 2007, to 9,3% in 2010 (Ebner, 2010; United Nations, 2011). In
Portugal, unemployment rate evolved from 8,9% in 2007 to 12,9% in 2011 and to 14,8%
(Eurostat, 2012).

The Global Social Crisis. Report in the Social World Situation underlines social trends in
the European Union in the context of global crisis: (i) social factor with a greater impact will be
unemployment ; (ii) slow recovery of the crisis will increase long-term unemployment and cuts in
social supports; (iii) cuts resulted from the weakness of social protection structures; (iv) devaluation
of the housing sector will lie heavier in the financial affairs; (v) and the wellbeing of families will
suffer with a reduction of the purchase power (European Commission, 2010).

With welfare state crisis and the development of different response strategies to this crisis
in the main economies of the world, there is a reduction of the social protection supplied by the
State, which becomes weak when confronted with the necessities and the normal indicators in the
European social model. Reduction in the supply of some services by the welfare state disclosures
the dismantling of the public social politics and the growing participation of the enterprise sector
and the non-lucrative sector in the social rendering of services raising a functional trend and a
strategy of reduction of costs on the part of states.

In the conjuncture of social changes caused by the crisis, the global concern with health
stands out as one of the main pillars of the welfare system. To assure sustainability and equity,
health systems are submitted to revaluation and readjustment to the crisis period.
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With demographic aging and life expectancy growth, population health needs increase as
well as responsibility of providing efficient health care for all. Reduction of funds to invest in health
is an essential question imposing political measures that allow reduction of costs associated to the
delivering of health cares without affecting quality.

Portuguese health expenditure rose, in the last decade, compared with the majority of the
countries of the OECD, growing from 7,5% of the GDP in 1993 to 9,9% in 2006, (OECD, 2010).
However, the pressure of current conjuncture has consequences in public expenses in health
that tends to diminish, through cuts in the state budget invested. Public expenditure in Health
decreased from 7,1% of the GDP in 2006 to 6,3% in 2009.

The total of Portuguese health expenditure reached 10.1% of the GDP in 2009, in Figure 1
(OECD, 2011), and will tend to increase due to the extension of health care, the growing weight of
chronic diseases and technological innovation, along with the rise of average life expectancy and
population aging. However, when analysing per capita expenditure, the country spends only EUR
1.700 while the average of the OECD is EUR 2.200 (OECD, 2011).

Figure 1: Health expenditure as a share of GDP - OECD countries, 2009
(source: OECD, 2011)
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Since 1979, the Portuguese Health System is composed by the NHS, the voluntary and private
health insurances, the health subsystems of health and by private health renders of the non-
lucrative sector. The NHS is financed by taxes on incomes and less for the moderating fees in the
moment of the health care delivery.

In 2012, payments in the act have raised from EUR 2.15 in a primary care appointment to EUR
5 an increase of 133% from 2007 to 2012, and EUR 9.2 in urgency hospital appointment to EUR
20 as a minimal charge that can go up to EUR 50 including complementary diagnostic methods,
an increase of 117% and 443%.

The financing of the Portuguese National Health System, as previously referred, is a combination
of public and private resources, as happens in the majority of the countries of the European Union.
According to OECD Health Data 2010 (2010), in 2006, 71.7% of total financing of the health
expenditure, came from the State and remaining 28.3% resulted from co-payments and private
health insurances, among others. In health sector, public expenditure is the more affected and the
private sector has a complementary role.
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Deloitte Report (201 1)states the main problemsin Portuguese health sector asbeing the financial
unsustainability of the system, the lack of strategic planning and the elevated levels of inefficiency.
The challenge in a time of crisis is making necessary structural reforms such as: (i) reorganization
and regulation of health system regarding elimination of duplications; (ii) reorganization of care
delivery in three essential questions: a biggest allocation of financial resources for prevention and
primary care, accountability of health institutions managers and revision of their financing model;
(i) a good strategic planning based diagnosis of population health needs.

To answer the challenges and improve the performance of the Portuguese health system,
World Health Organization (WHO, 2010) recommends: (i) promotion of health policies leading
to healthy life styles, reduction of health inequalities and improvement of citizens health literacy;
(ii) increase of the investment in Health, prioritizing primary care, public health and the efficiency
of delivered services; (iii) assuring participation of citizens in health policy decisions, that should
answer the needs and expectations of population; (iv) clarifying the role of private sector, providing
this partner with legal and political framing; (v) a better articulation between public system and
subsystems, where these will have a supplementary role; (vi) decentralization in health services
delivery; (vii) reduction of economic barriers in the access to health, especially in case of populations
with lesser incomes; (viii) develop of human resources strategies to correct the actual shortage in
some geographical areas and of some specialists and clarify the role of health professionals and
their organizations; (ix) and improvement of health governance quality, promoting investigation
on the services and systems of health and evaluation of the impact of technological programs
while assuring transparency and responsibility.

In a context of budgetary restriction and austerity as that of the European and national
crisis, it becomes necessary to adopt strong measures, in the diverse related areas that contribute
for effectiveness and sustenance of the NHS and for more efficient management of the existing
resources.

The Memorandum of understanding on specific economic policy conditionality (European
Union, 2011) approved by Portuguese government, sets a goal of reduction in health budget of
550ME, through measures of efficiency and effectiveness: (i) Review and increase overall NHS
moderating fees; (i) Cut substantially tax allowances for healthcare and health care subsystems;
(iii) Pricing and reimbursement of pharmaceuticals; (iv) Monitoring of prescription; (v) Implement
the existing legislation regulating pharmacies; (vi) Centralized purchasing and procurement; (vii)
reinforcement of primary care services; (viii) Reduction of EUR 200 million in the operational costs
of hospitals in 2012 ; (ix) Finalise the set-up of a system of patient electronic medical records.; (x)
Reduce costs for patient transportation by one third.

3. Methodological and theoretical options

his study intends to analyse health policies and the Portuguese health system, in a context

of economic, financial and social crisis, bearing in mind the speeches of policy-makers and
experts about the processes of governance and contingency measures, considering as dimensions
of analysis, efficiency and effectiveness.

Assuming a constructivist perspective of risk and governmentalization, it deals with the
perspective of agents, which allows discussion of discursive and praxiological dimensions of
risk (Marinker, 2006). The central theoretical approach of this study applied to health policies,
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makes visible forms of governmentalization in health area, as well as various procedures used in
construction of new political agendas.

The work of Foucault is in evidence among studies on the concept of governmentalization.
The author defined governmentality through three key elements: (i) combination of institutions,
practices and knowledge that exert a certain power on population by security mechanisms and
economic policies; (ii) tendency for the prominence of state power; (iii) and governmentalization
of administrative state, in combination with the effects of this governmentalization with the
interactions of society, State and individuals. (Foucault, 2000). Rose, O'Malley and Valverde
(2006), from the perspective of governmentality, refer that the command-control model of power
is replaced by a more subtle form involving citizen’s empowerment to act and power training and
exercise through control technologies of the individuals.

Governmentality emphasizes a multiplicity of power relations and the diversity of their origin
and effects. Governmentalization is the practice of governmentality. In health area, techniques of
governance have been based on the existence of risks. (0'Malley, 2007). The discourse of key actors
in health policies emerges possible ways of governance, being a form of power, according to the
theory of governmentality.

The methodology of the study was based on two processes: (i) analysis of documents, official
and statistical sources and bibliography searches on topics related with the subject; (ii) and analysis
of discourse of involved actors in designing and implementing public health policies.

For empirical support, 20 in-depth interviews were applied between January and October 2011,
to privileged actors in health area, chosen through a snowball sample, allowing the saturation of
information and collect and analyse political plans and respondents proposals that could be the
basis of health governance.

The types of actors interviewed were the following: (i) 6 policy-makers (Ministers, State
Secretaries, congressmen and members of political parties, experts in the field of health; (i) 14
scientific and technical experts (researchers and professors, hospital administrators, doctors, nurses,
representatives of professional orders, consultants in the area of health quality).

Analysis of information obtained through interviews was made by analysis content procedure,
through four distinct phases (Bardin, 2008), supported by the software MAXQDA: (i) full transcript
of interviews; (i) careful reading of interviews and identification of categories of analysis; (iii)
construction of interviews synopses and of analysis of MAXQDA matrix; (iv) descriptive categorical
analysis of interviews.

The present study analyses health policies through the discourse of interviewed actors,
considering the dimensions of efficiency and effectiveness, in the definition of programs and
measures for a better organization and coordination of health services.

These dimensions are essential for a good evaluation on the performance of organizations and
programs. According to Bilhim (2008) measuring effectiveness and efficiency is an obligation created
by the need to know if organization is actively seeking to achieve its objectives. Effectiveness can
be defined as a normative measure of achievement of organization global results, while efficiency
is considered a measure of the means, procedures and methods used which need to be planned
and organized for the optimization of available resources.

Since this study is about governance measures implemented in the health system, the use of
these dimensions allowed, through the speech of respondents, establishing of decision-making
criteria that seal any shortcomings of orientation and system failures and direct investments and
actions for the pursuit of the NHS objectives.
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Figure 2 presents the analysis model, putting in each dimension the corresponding categories.

Figure 2: Model analysis based on the criteria of efficiency and effectiveness
in health governance

Effectiveness Health Efficiency

Governance

( )
Protection of Reduction of
vulnerable Expenditure
populations

\ J \ J

4 N\ 4 N\
Citizen Mobilization of
empowerment Financial

Resources
. J \ J

Rationalization
of resources

Reduction of

Inequalities
and services
\ J \ J
) 4 ™)
Health Organizational
Protection and and Professional
Promotion Development

. .

Procedures

!

Economical, Financial and Social Crisis

In the dimension of effectiveness were established the following categories: (i) protection to
the most vulnerable (regards access to healthcare, protection and prevention actions and promoting
specific health actions); (ii) citizens empowerment (literacy promotion and active participation and
informed choice of citizens) (iii) inequality reduction (access and financing of health care); (iv)
protection and promotion of health (public health strategies and plans).

Finally, in the dimension of efficiency, the categories were: (i) reduction of expenditure; (ii)
mobilization of financial resources (mobilization through taxes, co-payments or supplementary
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insurance); (iii) rationalization of resources and services (fighting inefficiency in supply, demand
and use of services); and (iv) professional and organizational development (human resources
management, professional satisfaction and clinical governance).

4. A look of the experts on the national health system:
Measures of governance

he analysis of dimensions of effectiveness and efficiency on measures proposed by the

interviewees in the quest for good health governance and activation and modification of
existing policies induced by risk in the current panorama, allows to evaluate decision-making
criteria that point to the control of conditions and desired results, for structuring of the objectives
and for deficiencies resolution in health system in this context of crisis, from the perspective of
the actors.

In short, starting from readings and analysis of in-depth interviews conducted, answers it were
searched to optimize expenses and investments in health and to increase effectiveness of the NHS,
in an environment of economic, financial and social crisis, where the sustainability of protective
systems, in particular the health system, is a point of weakness of governance in Portugal.

4.1 Effectiveness — promotion of equity and universality of health care

As already stated above, in the dimension of effectiveness the following categories were established:
(i) protection of the most vulnerable; (ii) reducing inequalities (iii) empowerment of citizens; and
(iv) health protection and promotion.

In the category “protecting the most vulnerable”, respondents pointed out a set of measures
which enable a better financial protection and facilitate access to general and specific health care.

Choices made in terms of public and private for profit and non-profit funding, can determine
the level of degree of health care coverage. Respondents pointed out a moment of medium/long term
uncertainty about the nature of needs of the most vulnerable citizens, and therefore better financial
management will keep the public funding of access. Guarantee of access to health care for all citizens,
no matter their age or socio economic statute, must be a priority in the health system, being this a
basic right, that State should assure in a tending to be free system (Int1; Int6; Int8; Int12).

Investment in primary health care and in proximity care is another measure widely defended
(Int2, Int3, Int5, Intl5 and Int17) that allows a better management and mediation of health
process for users. The vision centred in the hospital will have to be substituted by one more centred
in primary health care, strengthening the relation of the user with the family health unit and his
family doctor, leaving for the hospital more acute cases and preventing the surcharge of services
with less urgent cases.

In this sense, interviewees underlined importance of the central role of general practitioners,
as privileged informers, on methods of tracing, risk behaviours and healthy life choices. Investment
in prevention, promotion and education for health, assumed by several professionals and
organizations must be strengthened (Int4, Int.5, Int6, Int7, Int9, Int13).

Non-lucrative sector has an important role in the intervention among populations in bigger
risk of exclusion to health access (Int11, Int13, Int16, Int17, Int18, Int19).

Another access related aspect referred by the interviewees is the management of waiting
lists for consultations and surgeries. The following measures were suggested for the reduction of
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waiting time within the stated periods foreseen in the law: (i) spreading of the Letter of Rights of
Access of the NHS users; (ii) publishing of maximum stated periods for consultations and surgeries;
(i) diagnostic, following and evaluation of waiting lists; (iv) redefinition of health professionals
role; (v) better planning and management of human and material resources; and (vi) reinforcement
of primary cares (Int1, Int3, Int4, Int5, Int8, Int9).

In the category “reduction of inequalities”, the access and financing to health care and
information and actions on inequalities in health are discussed. In this scope, beyond some
measures analysed in previous dimension, interviewee referred the need of revision of co-payment
of medication according with needs of chronically ill, with population incomes and with strategies
of national health plan, promoting the equity of access to therapeutic (Int2).

The category “Empowerment of the citizens”, relates to active citizenship, information and
literacy in health and to participation of the citizen as subscriber of the health contract, is constant in
the answers of the interviewees, given its preponderant role in persecution of health system goals.

As the main subscriber of social contract, citizens emerge in the interviews as a central
element in the planning and implementation of health public politics that must have in account
the needs and public discussion of health budget. Int20 referred as a diagnostic methodology and
information focus groups to listen to all sectors of population about evaluation of health services
and proposals for improvements in the sector.

Citizens must be conscious of their rights and duties, of their contributions and expenses in the
NHS, moderating the consumption and adapting their expectations to possibilities of the State, for
the full exercise of a responsible and informed citizenship. (Int3, Int10, Int12, Int13, Int17, Int18,
Int20). The role of citizen in management of health care process must be active, contributing for a
culture of commitment, evaluation and accountability. (Int8, Int14, Int15, Int18).

Through interviews analysis, it became clear the relation between information and health
literacy and an informed choice in the individual process of health with a bigger conscience of
belonging to social contract (Int1, Int2, Int5, Int7, Int9, Int14). Debate on literacy concludes on the
need to invest in health education and information and in a platform of information on behaviours
and lifestyles and use of communication technologies, promoting an active evolvement of citizens.

In the perspective of “health promotion and protection”, referring to public health, to
the management of risks and to the cooperation between the health sector and other sectors,
interviewees stated the need to bet in prevention and in tracing of illnesses, as main focus of the
questions of public health (Int2, Int7, Int9).

The effective action in identifying territories of bigger fragility and in developing adequate
programs to complexity of human being implies a good articulation between municipalities and
ministries, such as the Ministry of Health and the Ministry of Solidarity and of Social Affairs, as well
as the participation of the civil society associations (Int5, Int11, Int13, Int18, Int19).

4.2 Efficiency - Strategies, procedures and methods
for the optimization of the National Health Service

Concerning the dimension of efficiency, the considered categories are: (i) reduction of public
expense; (ii) mobilization of financial resources (iii) rationalization of resources and services; and
(iv) organizational and professional development.

The category of “reduction of public expense” relates to a set of actions, pointed by
interviewee, aiming control and containment of expenditure growth in health sector, in areas as
medication and acquisition of goods and services for Ministry of Health.
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The central question of public expense in health is defined as the mechanism of decision on
the budget ratio of a certain state to be spent in health. The need to rethink and to promote a
public debate on the health budget is then a key point that must consider not only the economic
growth but also the welfare of citizens. (Int1, Int8).

The current expense in health is 10.1% of the GDP in 2009. However the Portuguese GDP is
relatively low when compared with other countries and this expenditure tends to be effectively
less, although occupying a bigger percentage. In this sense, interviewees advised to increase GDP,
thus improving the percentage allocated to Health (Int10, Int11).

Aiming the reduction of the expenditure, Int10 defends less fiscal deductions of the health
expenditures. Interviewees also remark the reduction of expenditure with medication, privileging
the following measures: (i) preference for the generics use (Int2, Int6, Int7, Int9, Int1l, Int17
and Int19) and setting of its price in a maximum of 60% of the price of original medication
(Int18) (ii) importation of medication with reduced prices (Int5 and Int13) or (iii) centralization of
purchases (Int2, Int5, Int6, Int12) and (iv) organization of public contracts for acquisitions (Int3,
Int8, Int12, Int17); (v) instauration of guidelines for prescriptions, examinations and procedures
(Int3, Int12, Int14, Int17); (vi) electronic prescription followed by the quality control (Int18); and
(vii) prescription of medications by amounts and individual doses (Int9, Int17).

The resource to finance the access to quality health services is mobilized through taxes,
co-payments and supplemental insurances. The continuity of the investment in health, in crisis
times is emphasized by Int7, with the objective of guarantying to the population one of its basic
and universal rights. The NHS financing must be assured by governmental budget, where the
moderating taxes have only a symbolic role (Int6, Int10). The mobilization through taxes must
have in account a bigger social justice as for example raised taxes for the bigger economic and
financial groups (Int5, Int8, Int10) and the mobilization through co-payments, pointed by Int10
and Int19 that consider the ADSE reintegration (public subsystem) in the NHS.

Interviewees pointed a need for a better rationalization and efficiency of health resources
on supply, demand and use of resources and health services. Strategic orientation for the gradual
equilibrium of relative accounts in health, recommended by Int8, that must have in account the
elimination of harmful management and frauds, among other topics. In the same view, Intl, 5, 9,
12, 16 and 17 enhance need of a better strategic planning for health and of a rigorous middle and
top management that does not compromise the quality and the efficiency of the services.

The offer of consultations, mainly of specialties, will have to be moderate because it increases
the unnecessary demand (Int10 and Int11), being preferential the investment in primary care
(Int18). Another measure for elimination of inefficiencies and wastefulness is to diminish useless
prescription and the duplication of medications and exams (Int1, Int3, Int6, Int8, Int10, Int14,
Int16, Int20). With this goal the improvement of information management and the informatization
of health processes (Int2, Int3, Int14, Int15) and elaboration of a list of equipment and resources
(Int2) allow the prevention of duplicate efforts and resources and a bigger control of supply and
demand of services. Finally, evaluation processes and the following of cost practical efficiency for
the technologies, politics and of management in the health sector (Int5, Int8).

The last category is "organizational and professional development” that includes the
components of development of new instruments of management and clinical and organizational
governance.

Effective middle and top governance in the health units is one of the questions more
emphasized by interviewees. A governance independent of political interests, articulated with the
activities of some organisms, public and private, as well as recruitment according with professional
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profiles and skills, and nominations for positions by merit (Int3, Int4, Int6, Int9, Int12, Int20).
Another objective is a good monitoring to guarantee the systematic evaluation of contratualization
results (Int8), attributing responsibilities to hospital managers and their teams for the results of
services they represent (Int14, Int16, Int20).

Management of human resources must have a strategy of optimization of existing resources,
solving the scarcity of doctors and nurses in some geographic zones and specialties (Int4, Int7,
Int11, Int12, Int15, Int16, Int17). It has also been referred the redefinition of health professional
profiles, as for example, attributing more functions to nurses and specialized technicians (Int3,
Int5, Int7, Int10 and Int13). Human resources planning imply the regulation of the professional
abilities to basic and continued training (Int4, Int5 and Int7).

5. Risk and uncertainty in discourses of social actors as space
of policies exercise in health

ver the years, Portuguese health system has undergone several reforms to improve and

to monitor the needs of the population. Recently, there have been strict measures and
expenditure retrenchment policies imposed by budget constraints with the aim of reducing the
expense and system inefficiencies.

The impact of the crisis worsens or decreases with ability of governments to deal with and
neutralize the effects of crisis. This ability depends on efficiency and strength of macroeconomic
policy mechanisms of social protection systems, on legal frameworks and on the structures
of governance and political stability (United Nations, 2011) to cope with social implications
adjacent to the crisis.

The current and future challenge of Portuguese government is to find a balance between
needs of providing quality health care to citizens and the increasing demand for health care,
aging population and technological development that financially pressure the Portuguese health
system (Paulo, 2010).

Public expenditure on health in Portugal has been increasing, which implies reforms geared
towards the better use of resources and effectiveness of the system. This panorama of social risk
and health issues emerge as a social arena and a field of study, where different constellations of
power, management technologies and theoretical perspectives confronts, representing alternative
visions of the world from different subjects and political agents (Sakellarides, 2006). Initially,
policies arise from new scientific discoveries, epidemiological and demographic trends, needs,
perceptions of risk threats, public dissatisfaction regarding the campaigns of specific interest
groups, political parties and media agendas (Marques & Torgal, 2002). For the implementation of
policies and measures, there must be a media discussion of the theme, which can occur when more
international, national or local level (Marinker, 2006).

In this same theoretical reading, domains of risk and uncertainty become spaces for the
exercise of policies determined by the identification of sources of insecurity and consequent areas
of human interaction, in particular through the emergence of processes of debate and political
contestation in relation to that same identification (Huysmans, 2006).

In the speech of the interviewees, their conceptions of risk and uncertainty are evident in the
context of proposals for intervention in the sector, reflected in the objectives and needs of health
and their own media, public and political agendas. This framework of crisis is also verified in the
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international context of its proposals, which fit in forward-looking measures of other international
actors engaged in analysis of health system performance, such as WHO, OECD, United Nations and
also in the European Council Implementing Decision, providing policy makers and various social
authors a set of recommendations aimed to improve health system performance.

The debate on need for improving effectiveness and efficiency of the healthcare system in
Portugal is verified in the speeches of respondents, who suggest new forms of governance in this
panorama of crisis and risk and with the goals they intend to achieve in health, through concrete
actions that incorporate a tactical and strategic vision and with impact in the short and long term
on health sector. Dominant discourse on health expresses the challenges and costs of change, in a
risk context in which it arises as a scenario that validates certain governmental practices, namely
the reduction of expenditure and the decrease of social protection in health by the State.

6. Final considerations

B riefly, this study allows to understand how contingencies of crisis situation and the risks that
it entails, triggering the need for decisions and attempts to transform the unpredictable
consequences of civil decisions into predictable and controllable and lead to the introduction
of additional mechanisms of cost containment that have direct implications on the allocation of
resources to health sector.

Situation of contingency — crisis - in Portugal enforces actions and decisions aiming a greater
effectiveness and efficiency of the NHS that ensures the wellbeing of citizens, without forgetting
the need for country’s economic growth.

Effectiveness of the system or fulfilment of the goal of universality of access implies the
protection of the most vulnerable and the reduction of inequalities in access, in particular through
the maintenance of public funding of the NHS, through State budget.

Investment in primary care and proximity care, with strengthening of the role of the family
doctor and the biggest concern with the prevention, health promotion and health education,
supporting the efforts of the non-profit sector with vulnerable populations is important. To solve
the problem of waiting lists for consultations and surgery is proposed the publication of the rights
of users and the wait timeouts, redefinition of professional profiles and better planning of human
and material resources in addition to the already mentioned strengthening of primary care.

Citizen empowerment implies the strengthening of existing social contract and to involve
citizens, well informed, on their choices and in the management of their own health process,
adapting their expectations to the possibilities of state, with the support of information and
communication technologies.

To promote the efficiency of NHS, the categories relate to a better utilization and mobilization
of human and material resources and with the professional and organizational development.
Mobilization of resources through taxation must be maintained, however as a measure of greater
social justice, higher taxes for large economic and financial groups are pointed out. The public
debate in the percentage of tax spending on health would also be important.

With a view to possible reduction of health spending, medicine policy is one of the priorities.
The decrease of costs allocated to inefficiencies and waste also involves better information
management policies and negotiations with suppliers of the Ministry of Health, centralized, with
longer term and involving public contracts.
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Better use of human resources can be done through measures such as adequacy of professional skills
to basic and continuous training, redefinition of health professionals roles and appointment of senior
management and administration according with principles of competence and professional profiles.

In conclusion, the debate on improving the effectiveness and efficiency of healthcare system
in Portugal generates new forms of governance that take into account how the problems are
thought, what solutions are idealized, what are the objectives to achieve and how, through which
concrete actions that incorporate a tactical and strategic vision. The dominant discourse on health
expresses the challenges and costs of change, in a context where risk arises as a social construction
that legitimizes certain government practices.
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ABSTRACT

During the last 20 vyears, privatization
became an issue in health care. The neo-
liberal market idea promised to increase
efficiency and responsiveness, while at the
same time relieving public budgets. European
countries have introduced all kind of market
instruments, reaching from internal markets,
over DRGs, to increased co-payments.
However, the welfare state literature
currently lacks a detailed explanation of
these different reforms.

All health care systems in the European
Union are affected by the same problem
pattern: demographic change, raising
demand, medical-technical innovations and
labour intensive services. Nonetheless, the
degree and form of privatization varies a lot.
This paper studies the power of ideas within
the framework of structural reform pressure
and institutional path-dependency. The
causes for privatization reforms are studied
in two countries representing the two ideal
types: the Netherlands for Social Health
Insurance and Sweden for the National
Health Service.
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1. Introduction

he first reaction to the current economic crisis is a call for cut-backs. The same pattern could

be observed after the oil crisis of the 70s. However, the crisis was also the source of a new
discourse: neo-liberalism. In the 90s and 2000s the new paradigm was also applied to health care.
Privatisation and profitisation should increase efficiency and contain costs. Neo-liberalism as the
dominating economic theory and ‘cost-explosion’ as the major concern of health policy makers
emerged simultaneously in the mid-80s on the agenda. Since 1990, the fall of the iron curtain,
the Single European Market and afterwards the introduction of the Euro increased the need for
structural reforms (Verspohl, 2012). The time frame for analysis spans from 1990 to the recent
financial and economic crisis (2009). During these years neo-liberal market orientation has been
the leading reform idea on the European stage.' However, these privatization/profitization reforms
took place in different forms and degrees in different countries. Two forerunners in market oriented
reforms are selected as case studies: the Netherlands and Sweden. The two countries represent the
two different systems Social Insurance and National Health Service. This paper studies the power
of ideas within the framework of structural reform pressure and institutional path-dependency.

2. Structural reform pressure and Institutional path-dependency

he first welfare state researchers explained the expansion of the welfare state as a function

of economic development (Wilensky 1975). Inversing the argument, economic slow-down or
crisis should therefore lead to welfare state retrenchment. Following the oil-crises of the 70s, a
race-to-the-bottom has been expected. While the economic means for welfare are decreasing, costs
are increasing. The reasons are demographic change, increasing demand due to post-modernism,
medical-technological innovation and the cost-driving nature of the labour intense sector (Moran
1999; Powell et al. 1999; Freeman 2000; Blank, Burau 2004). Out of these, demographic change is
the most quoted reason for raising costs. From 1986 to 2006 the life-expectancy within the EU rose
by more then four years. Older people are more fragile and therefore have higher health care needs.
In post-industrial societies, increasing levels of education and urbanisation of the population result
in higher expectations towards health status. Furthermore demand rises for quality and availability
of services as well as choice and self-determination on behalf of the patient. These developments
on the demand side are met by increasing costs on the supply side. Apart from a few innovations
like key-hole surgery, progress results in increasing costs in health care.

From a functionalist point of view, we would therefore expect retrenchment and convergence
towards one — most efficient - health care system.

However, this retrenchment could not be observed in pension and unemployment. The new
institutionalism explained persisting differences in the light of common challenges by inherited
structures of the welfare state and path-dependency (Pierson 1994; Hall, Taylor 1996). Especially the
continental social insurance systems were regarded as “frozen landscapes” (Esping-Andersen 1996).

Institutions are defined as the “rules of the game”. In the welfare state literature ‘institution’
refersto the rules of redistribution and risk-sharing in a society. Welfare programs are institutionalized
historical decisions. Their existence confines and restrains the policy options available. Once the
path-way is chosen, welfare states become highly path-dependent (Pierson 1996, p. 311).

For health care, just two ideal types can be distinguished: National Health Service (NHS),
invented by Beveridge, and Social Health Insurance (SHI), invented by Bismarck (Moran 1999;
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Freeman 2000). Solidarity and actuarity are the underlying principles of social health insurances
(SHI). The members of the insurance pay a regular contribution, which is based on income rather
then reflecting health status or risk. Membership is based on employment. Children and spouses
have derived rights to care. Contributions are paid both by employers and employees. The variety
of social insurance system reaches from universal, meaning just one public insurance covers all
citizens (in the Central and Eastern European Countries) to highly particularized with several
occupational funds and substitutive private health insurances for the well-off (in Germany).

The social insurance funds and the medical profession play a central role in the governance
of health care. The government just sets a regulatory framework for the insurances. Goods and
services are provided by private and public hospitals and doctors in private praxis. At least some
choice is available to patients and satisfaction with the system is generally high.

The typical problems of social insurance systems lie in the inability to maintain costs and
the pressure to lower non-wage labour costs. None of the two central actors - social insurance
funds and the medical profession - has an overwhelming interest to cut expenditures. Increasing
contribution rates, directly translate into higher labour costs for companies, making investment in
the country unattractive.

In countries with a national health service (NHS) the right to health care does not derive from
contributions, but from citizenship. Health care is a public good and therefore financed by taxes
out of the general budget. The responsibility for health care lies with the municipalities, the central
government or the regions — but it is always a public obligation. The provision of goods and services
is governed by central planning. Hospitals are owned by the responsible state level. Ambulatory care
is provided in local health centres and in private praxis — the relation varies among the countries. The
central planning allows for budgetary control and easy cost-containment. However, tight planning
tends to result in under-provision and waiting lists. Notwithstanding its effectiveness, the NHS has
been criticized as unresponsive to individual needs and its bureaucratic style.

Following an institutionalist approach, the state governed NHS should be easier to reform
then the SHI with their strong position of interest groups.

Immergut stressed the importance of political institutions for health care reforms (Immergut
1992). In some countries, the state had the power to replace existing market or corporatist
arrangements by an NHS, while in others, political institutions allowed the medical association to
block the introduction of a public system. Hence, taking political institutions and especially veto-
points into account is also salient for the analysis of privatization reforms in health care.

3. Neo-liberal ideas

he newest theoretical approach concentrates on the power of ideas. The objective, structurally

and institutionally shaped world still leaves a lot of room for uncertainty, where ideas are needed

to fully understand the world and formulate legitimate responses (Parsons 2007). Actors follow their

personal beliefs about the world and the most suitable action to take. Policy actors, organizations,

and the population at large are interpreting facts. The glasses they are wearing are grinded by

cognition, experiences and values (Harrison 2004). These interpretations about the world are also

labelled policy paradigms or discourse. Ideas play a crucial role throughout the whole process of
reform. They are needed to recognise a problem, find a solution and organise support for it.

Following the oil crisis, neo-liberalism replaced Keynsianism as the dominant idea. In

this interpretation, reducing state spending, in particular welfare state spending, was not just
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commanded by raising public deficits, but also morally necessary to liberate entrepreneurship and
welfare state dependents. The new market ideology was first translated into labour market and
pension reforms. In health care reforms, the balance between “freedom” and “solidarity” is re-
adjusted under the influence of the new policy paradigm. Markets have not just been promoted to
ensure freedom, but also to increase efficiency in the delivery of health care. The American public
health professor Alain Enthoven developed the concept of “managed competition” for health
care maintenance organisations in the US (Enthoven 1978). The providers should not compete for
patients, but the insurances for members. The insurances would then contract providers. Although
the US generally serve as the example of the least efficient and most unjust system in the western
world, his ideas figured prominently in European reform debates.

The modern health care systems have been developed to eliminate direct markets between patients
and doctors and to ensure that questions of life and death are not decided by money. All countriesintroduced
third-party-payer systems (see Graphic 1). Theoretically, markets, competition, or market instruments can
be introduced in all three sides of the triangle to set economic incentives for rational use.

Graphic 1: Third-party-payer scheme

Provider

Patient Contributions / Taxes . Third-
party-payer

To categorize health care systems, traditionally three dimensions have been suggested:
finance, provision, including remuneration, and regulation. Ferrera adds the category of access
(Ferrera 1996). These four dimensions provide also the adequate framework to study change in
health care systems. In the ideal model of a NHS all four dimensions are dominated by the state,
in an ideal SHI by corporatism. Privatisation and profitisation can take place in all of the four
dimensions of health care systems (see table 1). By scrutinizing all four dimensions the degree and
direction of change can be detected.

Social Health National Health

Table 1 Insurance Service

Privatisation

Hierarchical state

governance Self-administration Competition rules

governance
Decrease of public funding, increase of
either
Funding Social contributions | taxes e private insurance
e out-of-pocket payments
e charity
Provision Private Public employees * Increase of private praxis

Privatisation of public hospitals

Access Membership Citizenship e "going private” to skip waiting lists
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4. Netherlands

he new Dutch health care system from 2006 often serves as the prime example of a market

based system in Europe. The transformation was enabled by a coherent policy paradigm.
All parties agreed in principle to a plan drafted in the 80s and implemented the “regulated
competition” in incremental steps. However, as shown below, the radical path-break took mainly
place on a discourse, not on an institutional level. That means, the system is officially based on
competition between private insurances, but tight regulation brought the social health insurance
de facto closer to a NHS then to a market model.

4.1 Causes for reform: Institutional legacy and ideas

As in all European countries, demographic change and medical-technological innovations were
driving up health care costs. Expenditures rose constantly in real terms. In percentage of GDP,
they could be maintained during the 90s. Especially the population projections called for reforms.
By 2030, every fourth Dutch will be in retirement age. The means to finance the expenditure
growth became rare. At the end of the 1970s the Dutch disease was diagnosed. Real economic
growth rates were very low. Social insurance contributions rose to 45% of wage costs, and the
competitiveness of Dutch companies in the open economy became a serious issue of debate
(Andeweg, Irwin 2009). In the early 90s, structural reforms begun. At the turn of the millennium
the Dutch economy experienced a boom (4.1 and 5.1 in 2000 respectively 2001) (Eurostat), which
allowed for the final step of the radical reform in 2006. In reform debates it is often forgotten, that
all reforms are expensive, as consent has to be bought.

The Dutch health care system has not been planed from the scratch, but is rather the result
of an organic process. It is separated into three compartments, with different governance and
funding principles. The first compartment, the AWBZ, is a universal insurance. It covers the whole
population against high risks, especially long-term care. Furthermore, the AWBZ covers public
health, and maternity and child care.

The second compartment is a SHI and covers the actual costs of medical care. Just the second
compartment was subject to the radical reform. In the old system, social and private insurances
existed parallel to each other. As the income threshold was relatively close to the average income,
a third of the population was privately insured. Civil servants were insured in a special system.
Just employees under the income threshold and civil servants were obliged to have a health care
insurance. The rest of the population could be voluntary insured, which resulted in 2% of the
Dutch not obtaining health insurance in 2001.

The third and tiniest compartment includes the private complementary insurances, which cover
medical care excluded from the standard insurance. The reasoning for supplementary care is that
it is either affordable or a luxury good. Over 90% of the population are covered by supplementary
insurance for dental care, physical therapy, and optic and hearing aids (Helderman 2007).

Table 2: The Dutch health care system prior to the reform

Private complementary insurances (90%)

ZfW (social insurances) (66%) Private Insurance Voluntary (27%) civil servants (5%)
AWBZ (100%)
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The insurances, social as well as private, and the medical association had a strong role in the
management of the second compartment, which allowed them to block reforms. The health care
insurances and in particular the private companies constituted the main opposition against any
structural reform.

Even when health care is managed by corporatism, the state has the legal power to change
the terms of governance. Traditional pillarization, fluctuate ten party parliament, and coalition
governments, often without a majority in parliament, led to a political culture of consent. The
bicamerical parliament with strong parliamentary committees, decentralisation, corporatism, a
society of minorities, and nowadays the increasing policy-making by the courts are further veto-
points (Andeweg, Irwin 2009). As a result of the high fragmentation within the parliament
the incoming government rarely replaces all the parties from the old coalition. This allows for
a great deal of political stability (Vaillancourt Rosenau, Lako 2008). The same few parties are
to be found in government continuously: Christian-Democrats (CDA), Labour Party (PvdA), and
Liberals (VVD). This enforces a continuous strive for consensus. On the one hand, the compulsion
for compromise offers a variety of veto-points, on the other hand, policies are continued by the
following government, which allows for incremental, but radical change.

The idea of competition is the core of the Dutch reform. The health care system was discredited
as violating the principle of solidarity, first, by separation into social and private insurances and,
second, by differentiated premiums according to age, gender, and health status in by the private
insurances (van Ginneken et al. 2006). The new neo-liberal ideas were not presented as opposing
the old value of solidarity, but as reinforcing it.

The recession in the early 80s did not just lead to top-down cost-containment measures, but
also to the establishment of a committee to propose a new health care system, which assembled
in 1986. The choice of the chairman set the direction for the proposed solution: Dr. Wisse Dekker,
chairman of the board of Philips was a convinced market proponent. The final plan suggested a
system of regulated competition, inspired by the concept of “managed competition” by Enthoven
(Commissie Dekker 1987). The Dekker plan served as blueprint for reforms throughout the 90s
until its final implementation in 2006. The core elements were:

- Oneinsurance market for social and private funds

- Competition between the insurances on a defined basic package of goods and services

- Expansion of the market for private, complementary insurances

- free market of providers, insurances conclude selective contracts with providers

— insurances and providers are allowed to merge, following the example of health

maintenance organisations in the US

- a central fund collects the employer contributions and redistributes them via a risk-

adjustment scheme

- additional flat-rate premiums to be paid directly by the insured; the main element for

competition among insurances

-  strengthening patient rights and their groups to ensure quality

In combination these elements should ensure universal access, quality and efficiency. In the
public debate the new market system could successfully be linked to the old and the new values
of health care. The abolition of the parallel private system increases solidarity, while competition
between insurances should render them more efficient. Hence, the plan presents a classical Dutch
compromise. The Dekker-plan constitutes the common basis for all following health care reforms,
surviving all changes of government. Among the three major parties, CDA, PvdA, and VVD “it was
the normative conviction that liberalizing reform was necessary and appropriate, regardless of the



SociaL CoHESION AND DEVELOPMENT [31]

electoral consequences for party self-interest” (Castles 2000, p. 288). An electoral alternative to
privatisation and quasi-markets was not available.

In 2006 a reform clearly based on the Dekker-Plan was finally ratified. The ministry named as
the main maladies of old system:

» Too many different schemes: social health insurance, private health insurance, civil servants
e Little or no choice for insured parties

e Ineffective or no competitive incentives for insurers

e Little or no pressure on suppliers to achieve better performance

¢ Unfair premium and income effects (Ministerie van Volksgezondheid, p. 7)

The problem interpretation already frames the solution; three out of the five points are to be
solved by market elements. Competition is not presented as a remedy to exiting problems, but as
a goal in itself. However, the other two goals — the first and the last one — refer to solidarity in the
system. The two aims: competition and solidarity co-exist in the discourse and are presented as
mutually reinforcing.

4.2 Change: governance, funding, provision and access

The first attempt to introduce the Dekker-plan failed in 1994. Despite contrary interests, private
and social insurances, as well as trade unions and employers had aligned in a veto-coalition. To
allow for the radical reform in 2006 to succeed, the institutional patterns of the health care system
had to be altered. The corporatist bodies of self-governance have been staffed with crown advisors.
As outlined above, the political institutions allow for change in the welfare institutions.

The old system was a Bismarck-system with self-administration. However, the government
had always obtained a role in the governance of health care. Several corporatist bodies were
rather advisory councils for the government, then regulatory bodies. The reform of the governance
dimension took place in two steps: during the 90s, the social partners, insurances and medical
associations in the bodies of self-administration and advice were replaced by representatives of the
crown. In a second step, the agencies changed their task from governing to market supervision.

For example, social insurances and association of general practitioners negotiated the prices
and remuneration system for ambulatory care under the supervision of the National Board for
Tariffs in Health Care. The later was merged with the Supervising Board for Health Insurances
to the new Dutch Healthcare Authority (NZa). The NZa resembles an anti-trust board and should
ensure that prices are found on the free market.

The introduction of markets in health care called for state re-regulation, resulting in a very
densely institutionalised framework (Gotze et al. 2009).

The legal scope for competition for selective contracts with insurances has constantly been
improved since 1992, but remains still small. It is further limited by the shortcut of providers. Price
negotiations between insurances and individual providers are just allowed for 34% of hospital
services. For the reminder of hospital care and for all ambulatory care, the NZa sets the prices
by hierarchical state governance (De Nederlansche Bank 2009). It has to be asks, if the high
administrative costs of selective contracting are worth the outcome.

Contrary to the neo-liberal idea, health care costs have not been privatized. Despite the far
reaching market-oriented reforms, the burden on private households decreased from 51% to 42%
of total health care expenditures. The share of employers increased slightly from 21% to 22%.
Expenditures have been shifted to public budgets. The share of state, provinces and municipalities
increased from 23% to 32% (Centraal Bureau voor de Statistiek).
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Low premiums have already been introduced in 1989, but insurances seemed to have come
to a gentlemen’s agreement not to compete on prices. Thus variations in the flat premiums were
negligible, and so were the actual switching rates.

Since 2006, premiums completely replaced the employee contribution of former 1.3%. They
amount to approximately 1.100€. Although the real price difference just increased slightly, from
200€ to 265%€, in the first year of the new health insurance system 18% of all insured changed
their insurance. However, this was a one-time effect. Employer contributions and thereby non-
wage labour costs decreased from 6.75% to now 6.5%” (de van Ven et al. September 2009).

Despite contrary expectations, the premiums made the system more equal. 38 percent of the
population receive allowances to finance their health insurance premiums. Furthermore, the state
directly pays the premiums for children up to 18 and students (circa 20 percent of the population).
Military personal is covered by the ministry of defence and imprisoned people by the ministry of
justice, respectively (Ministerie van Volksgezondheid 2005).

Health care services are offered by private providers and remunerated by a common fee
schedule. The 2006 reform had no significant impact on the provision of care. The important
changes — reduction of beds, hospital mergers, group praxis for general practitioners — happened
already in the 90s as a result of hierarchical (cost) pressure and technological innovations.

Although not directly visible to the patient, the 2006 reform fundamentally changed the
underlying logic of access to care. Whereas the old ZfW was an employee insurance with derived
rights for spouses and children, the new ZVW is based on citizenship. Health care insurance is
an individual right and obligation. The reform therefore adapts to the changing social realities,
praising individuality.

In the 1990s, a special fund for the specialities with the longest waiting lists was established
to decrease the lists. This was the result of a typical hierarchical regulation, no market solution
(Harrison 2004). The gate-keeper system is fully accepted.

4.3 Concluding remarks

The idea of regulated competition was the driver of reform. It linked solidarity and competition.
The radical reform was facilitated by the political institutions. Consecutive governments
incrementally prepared the basis and implemented the Dekker-Plan. However, more emphasis is
laid on regulation, then on competition. Although the new system is widely perceived as market
based, he impact of competition is very limited. In the governance and funding dimension, state
governance and taxes replaced the corporatist self-administration and wage-related contributions.
To sum it up: the Dutch health care system was incrementally transformed to new kind of NHS
with competition and private providers.

5. Sweden

I n the late 80s, Sweden came closest to the ideal public health care service. Health care is the
responsibility of the county councils, which experimented with private providers to increase
efficiency and meet societal demands for choice. The political institutions allowed for inconsistent
reforms at the national level. As a result, the counties employed different systems and privatization
is mainly a Stockholm issue.
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5.1 Causes for reform: institutional legacy and ideas

Ageing population, medical-technological innovations, and rising expectations on behalf of the
public are also named in the Swedish reform debate (Federation of Swedish County Councils 2002).

In the early 90s, Sweden experienced an economic crisis, which was met by tight state and
county budgets. Sweden managed to maintain its health care costs as share of GDP during the 90s,
during the 2000s they slightly rose from 8% to 9% of GDP.

The share of the population aged 65+ was 17.3 in 2006 and is expected to further increase.
The share of the very old, aged 80+, rose to 5.3% of the population and is now the second highest
in Europe (Eurostat).

In the welfare state literature, Sweden presents the ideal model of the social democratic
welfare state and is the ideal National Health Service, described by state governance, funding by
taxes and universal access. In Sweden, even the doctors were public employees. However, since the
90s, the socialist system, allocating patients by post-code to their doctors and hospitals, did not
fit the new post-modern values any more. People demanded choice and accused the old system of
its bureaucratic style.

Although Sweden is not a federal country, responsibility for health care is devolved to the 21
counties and governed by the county council. The counties are in charge of health care, but the
national level sets the legal framework and can at any time withdraw competences from the counties.
Policy making at the country level is marked by two central features: political responsiveness, as
health care reforms are salient issues in the regional election campaigns and pragmatism, as in all
regional governments. The decentralised system allows for experimentation at the county level.

At the national level, the complete absence of veto-points allowed rapid course changes
and partisan politics can be observed. The shift to a one-chamber system in 1970 increased
responsiveness, but undermined institutional stability.

Universalism, the core value of the Swedish welfare state, was challenged by the new value
of self-determination. Post-modern individualism also found its way into the Swedish culture.
Standardised procedures and paternalistic decisions were no longer accepted. At the beginning
of the 90s “something had to be done” to meet increasing complaints about waiting lists and
unresponsiveness. The neo-liberal discourse offered a competing interpretive framework (Enthoven
1989). The market idea promised to render the health care system more efficient, patient-oriented,
and at the same time help to decrease public debts.

These new ideas were embraced by both sides of the political spectrum. In their program
for the 90s, the Social-democrats favoured internal markets in health care to give the individual
health care centre or clinic incentives to increase efficiency and responsiveness. The Moderates,
on the contrary, favoured private provision in competition to the public system. They furthermore
embraced the ideology of markets on an ideological level, whereas the SAP saw it just as a tool to
rescue the universal welfare state. Out of these conflicting views no coherent discourse emerged.

5.2 Change: governance, funding, provision and access

The change in Swedish health care in the last 20 years is best described by modernisation. The
process is market by learning and pragmatism. Free choice has been introduced and private providers
challenged the public health bureaucracy. The new times called also for new forms of governance
and management: global budgets for hospitals, capitation for family doctors and DRGs, as well
as health technology assessment and prioritisation guidelines, replaced the traditional planning.
Change took place on the county level, according to regional needs and demands.
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Health care policy at the national level was marked by reforms, which were redrawn by the
next government. The real privatisation process was driven from below. The mode of governance
itself was not changed.

Some county councils had already experimented with purchaser-provider splits in the late
80s. In the early 90s, the Federation of County Council had recommended to fill gaps in the
provision with private providers. In 1994, the Moderates obliged the county councils to include
private providers into the public system. In the following year, the SAP revoked the reform law.

After the privatization of the first public hospital in Stockholm, the national SAP government
prohibited further privatizations in 2004 — the stop-law. In 2006, the new moderate government
enacted the start-law, encouraging further privatisations of public hospitals.

In 2005, the Federation of County Councils recommended to offer free choice in the whole
country, including private and public providers alike. With the exception of the Northern region,
all county councils followed the recommendation. In 2010, the national moderate government
embraced the recommendation (Olsen forthcoming).

Also for quality assurance, we observe a constant rebalancing between regional and national
level. Due to the technical developments, health care technology assessment, guidelines for
practice and prioritisation became ever more detailed and strengthened the national level. Since
2001, the Federation of County Councils publishes its own quality reports to counterbalance this
development (Sveriges Kommuner och Landsting 2002).

Swedish health care is funded by income taxes on the county level. A national income and risk
equalisation scheme evens out regional differences. The national subsidies rose from 15% in 1994
to 20% in 2009. However, these are average numbers, the percentage per county varies widely
(Swedish Association of Local Authorities and Regions 2008).

Next to tax-funding, high co-payments and a social insurance finance health care. The share
of private funding out of total health expenditure nearly doubled from 10% in 1990 to 18%
in 2007(0OECD 2010). This is mainly the result of the complete privatisation of dental care. The
Sodcial Insurance finances just sick-leave and dental care subsidies for adults. Just 4 percent of
the population obtain a private health insurance (OECD 2004). Hence, increasing co-payments
increase the risk of social imbalances.

In the late 80s, nearly all doctors were public employees. In the early 90s, the Federation
of County Councils recommended to fill gaps in the provision structure by private contracts. The
counties concluded contracts for private practice with their own employees. The standard working
week allowed the public employees to practice privately in their extensive free-time.

In 1994, the Family Doctor Reform established competition within the public system and
allowed patients to choose their family doctor, instead of being treated by the doctor on duty.
Private and public providers have to be treated on equal terms. The counties had to introduce
a remuneration system, where money follows the patient. The result was provider induced
demand. In 1995, the social democratic government revoked the reform, as it accelerated costs
and threatened the new approaches of integrated care. Some counties maintained the capitation
for family doctors, others returned to salaried doctors in public health care centres. The regional
systems became more diverse (Harrison, Calltorp 2000).

Despite the privatization reforms, health care is still predominantly provided by public
employees. In 2006, just 16% of all physicians, 12% of the nurses, and 10% of midwifes worked
in the private sector (Socialstyrelsens 2010). Privatisation is concentrated in ambulatory care.
Nationwide, in 2005, already 30% of primary care visits were paid to private practitioners.
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However, the degree of privatisation differs widely between the counties. Stockholm had 129
private practitioners within the public system per 100.000 inhabitants, in contrast to an average
of 31 in the other counties (Sveriges Kommuner och Landsting 2010). Privatisation was the answer
to the quest for self-responsibility and responsive providers by the urban middle class. In rural areas
a natural monopoly exists.

Inthe hospital sector, the huge public and political privatisation debate obscures the negligible
significance of private clinics within the public system. So far, just one public hospital was sold to
a private investor. Furthermore 20, private non-profit clinics exist. Out of the 941 private hospital
beds, 645 were under contract in Stockholm in 2008 (Sveriges Kommuner och Landsting 2009).

The only exception to the principle of public provision is dental care. More then 40% of the
dental care personnel work in private for-profit practice.

Access to health care goods and services has been and still is universal in Sweden. In a public
system demands from providers and patients are unlimited and some kind of rationing has to take
place. In Sweden, clear guidelines for prioritization are followed. The most dominant issue in the
public debate are the waiting lists for elective surgery. Different approaches have been tried to
cut them down. Investments in specialities and hospitals with the longest lists were combined
with financial penalties. Under the waiting time guarantee, competition between counties is
established. The patient can seek care in a private clinic or in another county, if the hospital of the
catchment area is unable to provide the treatment within the three months. The costs are born by
the home hospital

The slight tendencies to a dualisation of the system, with a parallel private market for
insurances and private clinics, could be kept at a very low level.

Again, dental care is the exception. Costs and risk are born by the patient. As a result, patients
from lower income classes visit the dentist less often, despite higher needs (Calltorp, Larivaara
2009; European Commission 2007, p. 396).

5.3 Concluding remarks

Reform pressure in Sweden stemmed mainly from increasing demands of a new urban middle class.
The neo-liberal discourse offered an alternative. The pragmatism and simple institutional design
allowed for reform by the county councils. The most salient shift was the introduction of private
providers — although in international comparison still at a low level. The devolved responsibility
resulted in pragmatic, but also fragmented solutions. Markets were introduced as instruments and
maintained in counties, where they provided added value to meet societal demands.

6. Conclusion

oth the Netherlands and Sweden introduced market elements into their public systems.

However, the detailed analyses revealed, that these took place in different dimensions of the
systems. Whereas the Netherlands established competition in the funding dimension, Sweden
between providers. In the governance dimension, Sweden experimented with markets, without
questioning the supremacy of state governance. The Netherlands replaced their corporatist bodies
under the heading of “markets” by state agencies. State governance is the most efficient mode
to maintain costs. Table 3 gives a comparative overview of the two systems. The changes are
highlighted.
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Table 3 Netherlands Sweden
Governance Market with tight regulations State (counties)
Funding Premiums + taxes + contributions Taxes + co-payments
Provision Private Public and private
Access Membership; gate-keeper Citizenship; choice of physician

The structural challenges were quite similar between the two small countries: demographic
change and a post-modern society. The institutional heritage determined in which dimensions
they introduced choice and competition. In the Netherlands the provision dimension was already
market by competition — also in a corporatist setting. In Sweden, choice between third-party-
payers is inhibited by the regional principle. The governance structure of health care determined
the pace of reform. Whereas Swedish county councils could already in the late 80s experiment
with internal markets and private providers, the Netherlands first had to alter the institutional
framework of health care governance.

The reform outcomes differ also as a result of the different impact of the neo-liberal
idea. Whereas the concept of Enthoven was prominent in both countries, in the Netherlands,
competition became a value itself. In Sweden, the conservatives could not establish such a
common discourse, and competition was just employed at the instrument level. Markets are
seen in concurrence to solidarity, whereas the two are conceptualised as mutually reinforcing
in the Netherlands. To sum it up, a coherent neo-liberal idea is the precondition for market
oriented reforms. The welfare state institutions define the dimension, in which competition is
the easiest introduced and the political institutions define the feasibility. For the future, research
in countries with more veto-point is needed.

Notes

1. During the first years of the crisis, there seemed to be the possibility of a new paradigm shift
Hemerijck, 2009.

2. Officially all contributions are paid by the insured, however the reimburseable wage-related
contribution is in reality a employer contribution.

3. This guarantee was first introduced in 1992, withdrawn in 1997 due to scientific critic and
reintroduced in 2005. However, since 2005 nearly all counties offer free choice of provider in
the whole country.
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ABSTRACT

In this paper an overview of the rewarding
innovation pharmaceutical regulatory systems
has been presented, focusing on the emerging
role of innovation and health technology
assessment (HTA). In a time of political and
financial turmoil, benefits could be obtained
through the pooling of resources and
experiences among various countries. For this
purpose, recent major pharmaceutical reforms
in Greece have been critically discussed taking
into consideration the dynamic and complex
environment among cost containment measures
and the recent implementation of HTA in
combination with some of the critical factors
that influence today’s key decision makers, such
as the economic crisis, increasing austerity as
well as political and international pressures.
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1. Introduction

Maipn Teftova, Mavemotipio MeAonovvrioou

MEPIAHWH

To dpBpo napoucidlel ta eMKPATEOTEPA OU-
othpata pubuions ts ayopds @apudkou O1-
eBvws, divovtas éupaon og autd nou emBpa-
Bevouv v kaivotopia kar avadeikviouv o
onpavukd poio s A&loAdynaons tns Texvoho-
yias Yyeias (ATY). H avaokénnon twv Siebvav
npotinwv kpivetar 1diaitepa onyavukh yia tnv
napoUoa MOAMTKA KAl OIKOVOUIKA ouykupia
nou avupetwnicel n xwpa. M autd 1o okono,
oto ApBpo EMXeIPEITal KPIUKN NPOTEYYIoN TwWV
npoopatwy detappubuiccwv oty EMGSa,
NPWIOV WS NPOS thv enfteuén A un twv otd-
XWV TWV NONTKOV OUYKPATNONS KAl EAEyXou
twv danavav uyeias, ka1l HeUTEPOV WS NPOS Ta
duvnukd opéan nou Ba npokUyouv anéd v
gpappoyn tns ATY otn xwpa.

AEEEIZ-KAEIAIA: A&oloynon Texvohoyias
Yyeias  (ATY), «kawvotopia, TPOAOynon  Kat
anolnyiwon eappdkwy, EMada.

T he varying nature and emerging complexity of health technologies, in combination with
limited healthcare resources, have resulted in efforts to deliver cost-effective healthcare,
improve Research and Development (R&D) and sustain the entrepreneurship and manufacturing by
maintaining the societal benefit of the healthcare sector. Growth in demand for healthcare is strong
and expenditure is increasing due to the continuing increasing demand for health technologies
and espedially for pharmaceuticals.
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In Europe, the research-based pharmaceutical industry is one of the leading high technology
industries, amounting to about 19% of global business R&D investments and about 3.5% of the
total EU manufacturing added value (EFPIA, 2011). The European pharmaceutical market is highly
fragmented and strictly driven by cost containment and regulatory policies that many times prevent
rewarding innovation. This refers as the reason behind the US pharmaceutical market dominates
over the European, given that 65% of sales of new medicines marketed since 2002 are generated
on the US market, compared to 24% on the European market (IMS, 2011).

In an era of increasing austerity, the fact that pharmaceutical industry is one of Europe’s best
performing high-technology sectors should always be taken into consideration. It is increasingly
important to achieve a balance between affordable healthcare and the use of innovative health
technologies, at national, European and international level. In this context, the aim of paper is
to make an overview of the value-based regulatory systems rewarding innovation, widely used in
the EU. The increase in the use of health technology assessment (HTA) and its impact on today's
key decision makers are also discussed. Finally, a critical review is made regarding the major
pharmaceutical reforms taken place in Greece, giving emphasis in the reasoning behind the failure
or the success of the policies implemented.

2. The value of pharmaceutical innovation

I nnovation in pharmaceuticals plays a critical role in both the industrial and health fields. A drug
can be considered a pharmaceutical innovation only if it meets otherwise unmet or inadequately
met health care needs. Pharmaceutical innovations create value to society by generating
improvements in patient health (net of treatment risks) that were previously unattainable (Morgan
et al., 2008). There is growing evidence at macro and micro-economic level regarding the added
value of medicines in the healthcare sector, not only in terms of global cost savings but also in terms
of increasing the quality of care. Medicines not only improve health status, but also generate savings
by substantially reducing costs through the substitution of hospital care etc. Therefore, decision
makers should take into consideration the overall therapeutic and economic value of medicines

Medicines remain the prime target of cost containment policies, despite the fact that on
average pharmaceutical spending accounts for only 16.6% of total health expenditure in Europe
(EFPIA, 2011). Although rises in pharmaceutical spending are observed, recent increases in health
spending are not primarily caused by increases in spending on pharmaceuticals. Since 2005 the
contribution towards total increases in health spending attributed to pharmaceuticals is 17.3% in
Canada, 13.8% in France, 15.1% in Germany, 5.6% in Italy, 14.0% in Spain, 5.4% in the United
Kingdom and 10.9% in the United States (US Department of Trade, 2004; OECD Health Data,
2010). Hence, reforms or cost containment policies focusing on pharmaceutical expenditure alone
are unlikely to achieve significant cost savings and achieve their targets.

Innovation remains a predictor for increasing healthcare expenditures. Rational criteriain terms
of safety, efficiency, effectiveness and equity, used in the pricing and reimbursement mechanisms
should provide incentives and reward innovation. Certainly, it is very difficult to measure spill over
effects of medical technology in economic terms, despite the fact that a number of studies have
demonstrated the health gains and cumulative benefits of such innovation (Kanavos et al.,2010).
The benefits of pharmaceutical innovation should include clinical/therapeutic benefits, quality of
life benefits, and socio-economic benefits. According to the international literature, there are
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different criteria required by EU regulatory authorities in order to assess new technologies for
pricing and reimbursement purposes. The benefits should be evident, since achieving incremental
innovation requires significant investments that can be seen as a challenge for healthcare systems.
Some countries like the United Kingdom, Finland and the Netherlands refer to cost-effectiveness
and patients’ quality of life criteria to determine the real value of a medicine while other countries,
such as Austria, Belgium, Denmark, Ireland, Italy and Portugal take into account a variety of socio-
economic criteria. But there are still some European countries, such as Greece, in which healthcare
policies are short term and they do not yet take into consideration the overall therapeutic and
economic value of the use of new technologies (Abel-Smith and Mossialos,1994; Dickson,1992;
Jonsson, 1994; Kanavos, 2002; Valasco-Garrido et al.,2008; Mousiama et al.,2001; Liaropoulos and
Kaitelidou, 2000; Geitona and Kanavos, 2010.

3. Pricing and reimbursement practices in EU countries

I n most countries, the pharmaceutical market is one of the most heavily regulated sectors, since
governmental regulation takes into consideration healthcare market failures related to the
safety, equity, accessibility and cost containment concerns. The rationale behind state intervention
is focused on the fact that health policy decision makers attempt to ensure the efficient and
equitable access to medicines, provide adequate incentives for innovation, and control total
health /or and pharmaceutical expenditure. Measures taken for controlling the performance of
pharmaceutical markets are complex and often conflicting since they are usually targeting at
different and multiple actors such as the manufacturers, wholesalers, physicians, pharmacists,
patients and the third-party-payers. Pharmaceutical market regulations are mainly focusing on
the improvement of the effectiveness, safety and quality of pharmaceuticals, in combination
with their rational use and control expenditure. Alternative regulation mechanisms include well-
defined, structured and systematic actions induced by regulators in order to affect the rules and
the functioning of the pharmaceutical market by changing the multiple agents’ behaviour (Chen,
1999; Kanavos et al., 2010).

In economic theory terms, governmental regulation refers to the measures taken usually
distinguished between the supply and demand-side. The demand side of pharmaceuticals refers
to the patient/consumer, the prescriber and the pharmacist and takes into consideration that the
respective healthcare provision is paid by third party payers. It is evident that in the EU countries,
the share of drugs’ expenditure financed by third-party payers accounts for over 75% of the total
market (Mrazek, 2002). The supply side of pharmaceutical markets is determined absolutely by all
agents involved in the drugs’ production.

The demand side interventions are aimed at changing the behaviour of healthcare
professionals and patients. Clinical and prescription guidelines focusing on the monitoring and
changing of prescribing patterns, the implementation of pharmaceutical budgets for reinforcing
cost-consciousness and generics substitution are the most common measures taken for controlling
the cost of prescribed treatments, promote a more rational use of medicines while maintaining
the quality. As far as demand side interventions aiming at affecting patients’ behaviour, cost-
sharing, co-payments and co-insurance practices are included. It is noteworthy to mention that
patients’and health professionals’ behaviour change is primarily affected by third party payers and
the reimbursement status of each product category. The definition of the amount of the price to
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be paid by the third-party payer, already mentioned as reference pricing system, as well as the
adoption of positive and negative lists are practices closely associated with patients’ cost-sharing
and co payments reimbursing mechanisms (Lopez- Casanovas and Puig-Junoy, 2000; Kanavos,
2002; Helin-Samivaara et al., 2003; Gray,2006; Espin and Rovira, 2007; Tsiantou at al., 2009;
Geitona and Kanavos 2010).

In most EU countries, supply side interventions include price regulation, direct expenditure and
profit control as well as tax benefits. More analytically, price regulation refers to the administrative
or statutory pricing, such as price caps, positive or negative reimbursement lists, etc. In situations
of information asymmetry, as in the case of pharmaceutical products, the exercise of the price
setting is complicated compared to the other goods whereas perfect information dominates in the
consumption process. When price regulation is based on the product’s cost plus a certain profit
margin of the manufacturer’s, refers to the cost-plus pricing system. Additionally, price regulation
can be referred to the referencing pricing system which is based on the prices for the same product
in other countries or for the same indications of similar treatments. Another price regulation
mechanism derives from economic evaluations and is usually used for pricing and reimbursement
decisions (Espin and Rovira, 2010; Kanavos et al., 2010).

Direct expenditures controls are also introduced in order to contain pharmaceutical
expenditures through the set up of mandatory or negotiated discounts in the drug's price, as well
as rebates related to a specified proportion of the sales made by a manufacturer to the purchaser
over a given time period (i.e Germany, Ireland, Spain). Similar is also the payback control system
which serves as a risk-sharing mechanism requiring manufacturers to return a part of their revenue,
if sales exceed a previously determined target. Additionally, price-volume agreements are applied
to specific new products, where the price agreed is conditional to the expected number of units
sold. (i.e France, Spain). Profit control refers to a system applied in the UK for the sales of branded
medicines to the NHS and tax benefits are related to the manufacturer’s investment in R&D (i.e
Belgium) (Kanavos, 2002; Simoens et al., 2005; Espin and Rovira, 2007).

Among other systems of supply-side regulation for price setting, the Value Based Pricing
(VBP) and the External Price Referencing (EPR) systems are currently used extensively to inform
dedcisions on pricing and reimbursement of pharmaceuticals. VBP integrates the value into the
price of medicines in order to reward products that have better outcomes and to encourage future
innovation in the development of new therapeutic agents. VBP can serve as a validation mechanism
of new technologies, enable governments to make decisions driven by value and provide health
professionals and patients the information needed to make the best treatment choices (Sorenson
et al. 2008; Kanavos et al., 2010; Espin and Rovira, 2010).

External or International Price Referencing (EPR) system involves the selection of a basket of
countries, which can change over time, to compare pharmaceutical prices and create a reference
price (RP) for a country. It can be used for price negotiation and setting within a country as well
as for reimbursement and market authorisation purposes. In addition, it provides a benchmark for
negotiations between industry and health insurance organisations. Combination of both systems
(VBP and EPR) can be applied for setting pharmaceutical pricing and reimbursement within a
country. It is important to note that the process of selection of the above mentioned pricing
systems is complex. In VBP the definition of value is the key factor and the value determination
should be based on the cost effectiveness analysis (CEA) and more precisely, on the incremental
cost effectiveness ratio (ICER). The greatest difference between VBP and EPR, is that VBP relies
on a combination of scientific and social value judgements to inform pricing and reimbursement
decisions, whereas EPR borrows these indirectly from other countries (Kanavos et al., 2010).
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4. The emerging role of HTA

ealth Technology Assessment (HTA) has come under focus in the last three decades and

has become a crucial part of the decision making process in the healthcare sector. HTA is a
multidisciplinary process that summarises information about the medical, social, economic and
ethical issues related to the use of a health technology in a systematic, transparent, unbiased,
robust manner. Its aim is to inform the formulation of safe, effective, health policies that are patient
focused and seek to achieve best value (www.eunethta.eu). HTA networks at EU level are aiming to
contribute to the generation of HTAs to inform policy and healthcare decision making in European
countries so that new health technologies can be adopted and obsolete technologies abandoned in
a well-informed and robust manner, hence bringing about high quality, safe, accessible, sustainable,
ethicaland efficient health care for citizens across Europe. The partnersin the EUnetHTA Collaboration
share the overarching values of the European Union for health systems such as universality, access to
good quality care, equity and solidarity (Valasco-Garrido et al.,2008).

In practical terms, the role of HTA is to provide informed decisions aiming at allocating
resources within the healthcare sector in order to improve the efficiency in healthcare. There are
many variations in the practice of HTA. In some cases, HTA is linked to reimbursement and third
party payers’ decision making; in others to clinical guidelines and disease management, etc. HTA is
also carried out at different levels of government, and there are considerable variations in the level
of stakeholder involvement, in the methodology used and in the quality of studies. In addition,
in most countries economic evaluations studies are increasingly included in HTA despite their
differentiations observed in the methodologies used, the type of the analysis and the data used.
For this purpose specific guidelines are also available in economic evaluation studies.

HTA bodies are responsible for assessing the economic, social, organisational and ethical
implications of a given technology which usually refers to drugs, medical devices and procedures.
They aim to improve the quality and safety of healthcare in a context of continuous medical progress,
by advising decision makers, producing guidelines for health professionals, certifying healthcare
organisations, developing diseases’ management and informing health professionals, patients and
the public. Today, HTA is used to assess new technologies before or after their establishment
on the market. The challenges that lie ahead include the need to provide advice in a timely
and transparent manner, by using multi-disciplinary approaches and taking into consideration
stakeholders’ issues. HTA analyses must not be restricted to individual product medical added
value but they should make reviews beyond it. HTA studies on innovative technologies should be
used at the national level in the formulation of national health policies, given that costs and values
differ among countries.

It is well known that most European Union member states have established responsible bodies
for publishing pricing and reimbursement (P&R) guidelines, since price setting remains a national
health policy issue. In this context, the establishment of HTA agencies worldwide is targeting to
inform decisions aimed at allocating resources within the healthcare sector (Zentner at al., 2005;
Yfantopoulos, 2008; Kanavos et al., 2010a; Wilsdon and Serota 2011). Decisions about third party
payers and stakeholders are the most important target for HTA agencies in order to improve the
allocative efficiency of healthcare. The criteria used for assessment and the role of global HTAs in
P&R as well as in market access decisions are presented in the Table 1.
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In the UK the National Institute for Clinical Excellency (NICE), established in 1999, undertakes
a more-rigorous approach to economic evaluation. The role of NICE is to make recommendations to
health professionals on the economic appraisal of new and existing technologies, the development
of clinical guidelines and the specification of audit technologies. Nowadays, NICE contribution
is very significant, since it has made restrictive or negative rulings on 63% of all drugs examined
data. In 2003, the Institute for Quality and Efficiency in Health Care (IQWIG) was established in
Germany aiming to evaluate the current state of medical knowledge on diagnostic and therapeutic
schemes for selected group of diseases, the quality and efficiency of services provided by the
statutory health insurance and drugs’ effectiveness. IQWIG is also responsible for the development
of evidence based guidelines and recommendations for disease management as well as for the
dissemination of information on evidence-based therapies. IQWIG contribution is substantial
since it reported no proven benefit in 73% of all drugs examined.

Adversely, the role of the SBU in Sweden, established in 1987 and in 1992 commissioned as an
independent public authority, does not make any decisions concerning approval or reimbursement
of drugs, and does not have a supervisory function. However, despite its relative lack of power, SBU
has made a substantial contribution to improvements in the healthcare system. In a survey carried
out in 2002, 81% of physicians stated that they obtained a practical benefit from SBU reports.
Additionally, SBU projects on the pre-operative routines and the management of mild head injury
led to annual savings of about €24 million and €4 million respectively. Furthermore, the report
concerning the non evidence that calcium and vitamin D supplements prevent osteoporosis among
women under the age of 80, revealed a potential saving of €3.2 million (www.sbu.se).

Nowadays, a number of countries in Europe actively use health economic evaluations and
have established HTA bodies. They have also set up pharmaco-economic guidelines to be used
in the decision-making process. Some of these countries are the UK, Netherlands, Finland,
Portugal, Sweden, Denmark, Ireland, Switzerland, France, Italy, Estonia, Poland, Hungary etc. The
administrative structure of the healthcare system affects significantly the type and the function of
HTA in each county. In highly de-centralised countries, such as in Sweden, there are more than one
body while in others HTA decisions are taken at national level. It is worth to mention that the lack
of a systematic process for the selection of technologies for evaluation as well as the no evident
link between regulatory and HTA bodies refer among the most significant drawbacks.

In summary, a global perspective of HTA may offer a predictable environment for long-term
investment to the industry, clarity of roles & responsibilities to decision makers and assessments
based on the added therapeutic value to patients. International collaboration among various HTA
agencies should be reinforced through the already existing network of competent national and
international agencies. The enforcement of the EUnetHTA Collaboration is very useful since it
provides systematic information on the use of best available evidence, common methodological
and process standards as well as common review processes.

5. Medicinal market regulation in Greece

rugs' market regulation operates under the guidance of the Ministry of Health and Social
Solidarity (MoH) in accordance to the EU legislation. The process regarding drugs’ market
authorisation is operating under the responsibility of the National Drug Organization (EOF), and
pricing process under the responsibility of the Pricing Committee at the MoH. For drugs’ approval,
pharmaceutical companies are required to submit the product’s dossier to the National Drug
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Organization (EOF) and for pricing setting to the Ministry’s respective Committee. The pricing
Committee is responsible for the price determination as well as for the drugs’ price bulletins
publication. Prices’ setting takes into account the wholesale prices of imported and locally
manufactured or packaged products as well as various other criteria.

In Greece, health authorities have always applied regulatory controls on the supply-side with
emphasis on prices' reductions targeting to control the growth of pharmaceutical expenditure.
Short-term measures taken to reduce pharmaceutical expenditure failed to deal with rising
healthcare budgets and most importantly hampered innovation. In that sense, technology up to
now has been considered as a cost driver increasing health service intensity, excess inflation and
the cost of treatment, since the overall benefits of pharmaceutical innovation are not yet taken
into consideration.

Last two decades, three major reforms (1998, 2006 and 2010) have been implemented
targeting at pharmaceuticals’ control. The first reform refers to the introduction of a positive
reimbursement list and a reference pricing system based on the lowest price among the 15 EU
countries. Although based on legislation the principle criterion for the inclusion of a drug in
the list was its therapeutic value, which was based on the severity of the disease, the product’s
effectiveness/safety ratio, the availability of alternative treatments and the target population, the
only inclusion criterion was the daily treatment cost. In order for a product to be included in the
positive list, its average cost of daily treatment should be equal to or lower than the reference price
of each therapeutic category. Both measures didn't achieve their goals and the country reference
pricing system has been judged by the Council of State as unconstitutional. More importantly,
positive list failed because it restricted patients’ access to new and more effective drugs, given that
it took years to update the list with negative impact on long-term innovation. Drugs withdrawals
from the market and shortages have been reported while parallel trade and exports increased.
Also, patients’ co-payments had not a significant impact on controlling expenditures due to low
prices of pharmaceuticals in the country.

The second major reform, in 2006, refers to the abolishment of the existing positive list aiming
at the reimbursement of all medicines except OTCs and lifestyle drugs (not defined till 2011). In
addition, a new pricing system was introduced based on the average of the three lowest European
prices, of which two were calculated from the former 15 European Member States plus Switzerland
and one from the new EU members (Yfantopoulos, 2008). Also, the 2006 reform introduced a
rebate system paid by the pharmaceutical companies to the Social Security Funds (SSF). Again,
the above cost containment measures didn’t achieve their goals since the rebate system partially
operated and pharmaceutical expenditures were continuously increasing due to the inability of
controlling the volume of prescribed drugs as well as changing physicians' prescribing behaviour
(Geitona and Xaplanteris, 2010).

It is worth mentioning that the 1998 and 2006 reforms appeared inefficient given that
pharmaceutical expenditures were continuously increasing, regardless of the introduction or the
abolishment of the positive list. The reasoning behind the expenditure rise is that the supply side
measures taken were solely focused on prices’ control and measures targeting at the demand side
were totally missing.

In 2010 and Greece being under the economic crisis and EU and IMF inspection, the
government adopted tough austerity measures in order to:

e Cut government spending,
¢ Reduce the size of the public sector,
* Decrease tax evasion - increase tax collection,
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e Control health spending - reform healthcare and pension systems
e Improve competitiveness through structural reforms to the labor and product markets.

In this context, the government legislated in 2010 a third reform on pharmaceuticals. This
time the government implemented both supply and demand side measures in order to reduce
pharmaceutical spending. Again, a new positive reimbursement list was introduced by classifying
the drugs in ATC4 clusters and the drug’s daily treatment cost should not exceed the average cost
of each therapeutic category which was comprised by branded and generic products. Any excess
would be paid back as arebate for enlistment. More importantly, in the criteria of the reimbursement
list there was a provision for accepting a 20% price premium for innovative medicines with the
submission of pharmacoeconomics studies. In addition, this reform included numerous cost-
containment measures targeting to control NHS hospitals’ pharmaceutical expenditure through
the introduction of hospital formularies, therapeutic protocols/guidelines, patients’ electronic
prescribing, drug tenders, changing of physicians’ prescription patterns and generic substitution.
Also, the creation of an integrated information technology (IT) system intra and across hospitals
as well as the establishment of a HTA body have been announced. More analytically, a set of
measures have been legislated targeting at hospital spending control such as the centralised public
procurement of medical supplies, the modernisation of hospital accounting and billing systems,
bookkeeping of medical supplies and monitoring activity in NHS facilities, timely invoicing etc.
As about the establishment of the HTA body it aimed to evaluate new technologies in health,
therapeutic interventions, clinical practices, and disease management.

Similar measures have also been applied to social security funds (SSF) for the reduction of
their expenses with emphasis given in the creation of an integrated electronic processing system
for controlling the prescriptions and diagnostic tests within all SSFs. As of 2011 the 4 key SSFs
covering 90% of the Greek insured population were unified to form EOPYY with increased
negotiating power.

It should be mentioned that although the implementation of these measures has not yet been
completed, it seems to be successful in controlling spending (figure 1), since total pharmaceutical
expenditure decreased more than € 2 billion in 2010-2011, both outpatient and hospital, exceeding
the troika target which was €2 billion . However, other cost drivers within the hospital sector
remained uncontrolled and offset major savings coming from drugs and other supplies (Figure 2).

Outpatient drug spending evolution

2004-2009: Average increase of € 0,5bn per year
2010-2011: Average decrease of € -0,7bn per year
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Average Hospital Spending per cost category
2011 drug savings vs 2010 are squandered due to increased costs of outsourcing and
other liabilities
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In addition, the price premium never operated and cost-effectiveness criteria have been
excluded from the list, although they had already been announced by the MoH. Hopefully, in
November 2011 the Greek HTA agency began to operate, the so called National Centre for
Evaluation of Quality and Technology in Healthcare. It is expected that investment in HTA would
offer long term benefits related to improvements in healthcare access and outcomes as well as
rationality in resources allocation. Potential benefits of the HTA in Greece should be:

e Establishment of cost-effective prescribing policies

e Reinforcement of decision making based on costs and benefits rather than cost cutting

e Help purchasers to set priorities

e Providers' choice of the most cost-effective treatment techniques -practices

e Recommendations can be used as criterion for reimbursement acceptance

e Maximization of health gains from a finite budget or/and maximize of outcomes to input
constraints

e Reallocation of resources from less to more productive uses.

Furthermore, the Greek HTA Centre may provide consultations regarding the short- and long-
term social and economic consequences of the use of new technologies and make recommendations
on their effective and efficient use mainly for reimbursement purposes. It is believed that with
the 2010-11 measures taken, the government will meet IMF proposed targets and savings,
rationalize healthcare investments and ensure economic sustainability especially of the insurance
organizations. By this way, the NHS primary goals such as the improvement in the quality of
healthcare delivery, the universal access and the increase in the productivity of healthcare sector
will be achieved

6. Concluding remarks

I n a time of political and financial turmoil, benefits could be obtained through the pooling of
resources and experiences among various countries. In this paper an overview of the rewarding
innovation regulatory systems has been presented, systems that are widely used in the EU and
specific OECD countries based on the assumption that clinical and social value judgements among
countries could be suited in another country. However, it has been seen that each EU country has
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a specific set of requirements and local adaptations of HTA which are not as straight forward,
as they seem. Different countries utilize different levels of complexity and processes as well as
different advantages, limitations and impact key variables such as price/reimbursement, coverage
and access, assessment of value and rewarding of innovation (Kanavos et al.,2002).

For this purpose, recent major pharmaceutical reforms in Greece have been critically discussed
in this paper, taking into consideration the dynamic and complex environment among cost
containment measures and the implementation of health technology assessment in combination
with some of the critical factors that influence today’s key decision makers, such as the economic
crisis, increasing austerity as well as political and international pressures.

In brief and critically thinking, it should be mentioned that the implementation of cost
containment measures were necessary in the country in order to stabilize or/and reduce health care
& pharmaceutical expenditure. The above measures applied were usually short term and based
on price cuts rather than on value assessment and volume controls, and were mostly restricted to
medicinal products.

The traditional criteria in terms of safety, efficiency, effectiveness and equity are almost
always used in the pricing and reimbursement mechanisms but they very seldom provide incentives
and reward innovation. If a product offered superior or/and marginal therapeutic benefit, it was
difficult to justify a price premium relative to its competitors. In that sense, the allocation of health
resources was always based on the maximum investment required with unknown or never assessed
benefits, since reimbursement price was negotiated on the basis of a variety of factors, excluding
pharmacoeconomic criteria. By this way, the therapeutic value of a product could not be rewarded,
since economic evaluation and HTA was out of any consideration.

The 2010 -11 reform regarding the creation of HTA agency in Greece seems to be very
promising since it would speed up decision making and lead to the development of evidence based
policies. Hence the existence of real-world evidence would demonstrate the value of medicines
and other new technologies in the real world. It is believed that Greek government and IMF
expectations will be fulfilled due to long term targeting and acceptance of value based pricing and
reimbursement practices. Hence, long-term economic accountability may sustain entrepreneurship
and reinforce innovation and employment which are imperative at a time of economic recession
and uncertainty that Greece is facing nowadays.
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ABSTRACT

This paper discusses the study focused on the
reform of Greek Hospital Sector, also known as
“hospital mergers”. The aim of the study was to
propose a new pattern of organizing hospitals
in groups based on the reform of emergency
care and the management of five main chronic
diseases (AMI, Stroke, Cancer, Diabetes Mellitus
and COPD). The proposals in general concern the
creation of a national network of health services
provided mainly by primary healthcare units and
the largest hospitals of the groups in each health
region. In the context of improving the hospital
sector efficiency, ways of collaborations between
private and public sector and expenditure
containment measures are presented. The
restructuring of the public hospital sector relied
on six specific criteria including the population
criterion,  catchment area, hospital size,
infrastructure age, utilization of hospital facilities
and cost. Due to its nature, the study was exposed
to various factors such as the diversity of actors
being involved, collection and compilation of the
relevant data in a short term of three months, last
minute adjustments and the variety of audience.

KEY WORDS: Restructuring hospital sector,
hospital mergers, cost-efficiency criteria

MEPIAHWH

To &pBpo autd napouciddel tn peAétn nou
agopouos oty avadidpBpwaon tou EAnvikoU
NoookopgiakoU Topéa Xkonds tns HEAETNS
ntav va NPOTeivel &va veo npdtuno opyavw-
oNns TV VOooKopEiwv ae opddes pe Baon v
avapdpewon s enefyoucas epovtidas kar
diaxeipion twv névie KUpPIWV Xpdviwy voon-
pdtwv (O&U Euppaypa tou Muokapbiou, Ay-
yelako Eykepahikd Eneioddio, Kapkivos, Zak-
xapwbns AlaBhtns ka1 Xpévia Anogpakukn
MveupovondBeia). Yto mAaiolo ts Beitiwons
NS ANOTEAEOUATIKOTNTAS Kal anodoukdtntas
TOU VOOOKOUEIOKOU TOUED MOpOUCIAoTNKay
npotdoels 6nws n ouvepyacia 101WTKOU Kal
dnpdoiou topéa KaBms Kar PETpa nep1opIopoy
twv danavav. H avadidpBpwon tou dnpdoiou
VOOOKOWEIOKOU Topéa otnpixBnke oe €81 dia-
Kp1td Kp1thpI1a ta onoia oupnepieNduBavay o
nANBuopIaKG KPITNP1O, TN OUYKEVTPWON TOU
nAnBuopou, 1o peyeBos Tou voookopeiou, TNy
naAa16tnta twv unodopwy, thy évtacn s al-
onofnons ths VOOOKOPEIAKAS UNOOOWNS Kal Ty
O1KOVOIKN anodoTuKATNTa ToU VOOOKOUEIOU.

AEEEIT-KAEIAIA: AvadidpBpwon voookopgiakou
TOUED,  OUYXWVEUOEIS  VOOOKOWEIWY, — KPItnpia
k6OoToUs-anodouKeTNTas
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1. Introduction

n January 5, 2011 the Minister of Health announced that Prof. L. Liaropoulos of the Athens

University was commissioned to conduct a study on restructuring the Greek Hospital Sector.
The study was part of the obligation Greece had undertaken to contain health care costs, under
the MoU between Greece on the one hand and the IMF, the ECB and the E.U Commission (also
called the "Troika") on the other. Prof. Liaropoulos was free to form his own study group, which
was subsequently formalized by a decision of the Secretary General of the Ministry of Health, and
a budget of €65.000 was agreed upon by the chief investigator and the Minister. The Study was
to be completed in a period of three months. The time schedule was kept, and, beginning with
Athens in April 10, the study was presented in public hearings in the various Regional Health
Administrations. The task of hospital sector restructuring, also known as “hospital mergers” implies
the reorganization of two or more hospitals, with the aim of lowering the total costs of the services
they provide, and does not necessarily result in the closure of one hospital and the extension of
another, nor does it imply that a new investment replaces two or more older hospitals. A “merger”
may mean that hospital services are reduced in one hospital and concentrated in another in such a
way that the former hospital retains only a limited number of specialties or services.

The inefficiencies and shortcomings of the Greek NHS, since its establishment in 1983, are well
known and have been covered extensively in the literature (Davaki & Mossialos, 2005; Mossialos &
Allin 2005, Mossialos et al., 2005). Legislative initiatives undertaken in the 1990s to confront these
inefficiencies were not successful due to political particularism, fiscal constraints and administrative
weaknesses, thus resulting in either partial implementation or total abolition of the attempted
reforms (Kristensen, 2010). Hospital mergers captured the public eye and became the center piece
of health policy reform at the time of serious fiscal and debt crisis faced by Greece during the
last two years. The reason why health has been targeted is the fact that Greece at the end of the
previous decade came to spend about 10% of GDP [OECD Health Data, 2011] and at the same
time it has been widely published that corruption, under-the-table payments and tax evasion are
rampant (Liaropoulos et al., 2008). Despite the widespread interest and the high level of exposure
given by the mass media, the fate of hospital restructuring four months after the completion of
the study is not promising. The political will and the determination to face up to the proposed
changes, although these are not very radical, do not seem to be very firm. Obstacles are also posed
by the arcane administrative system, the complexity of the legal status of many hospitals and the
understandable resistance to change inherent in major social re-engineering projects.

2. Study presentation

2.1 The hospital sector in Greece

Greece has currently 158 Public Hospitals and 84 private hospitals and small clinics. The main
characteristics of public hospitals which are the subject of this study are the small bed capacity, the
age of the infrastructure, and their uneven distribution along historical lines and patterns of political
patronage. Considering hospitals per 1,000 inhabitants (Fig. 1), Greece is at the high end of the scale.
Beds per 1000 population

Doctors /bed

Nurses/bed
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Figure 1: Curative care beds / 1,000 pop in 2008
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Figure 2: Hospital Physicians and Nurses & Midwives per 1,000 hospital beds,
adjusted with occupancy rate in 2008
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2.2 The aims of the study

What the study attempted to do was to propose a new pattern of organizing hospitals in order to
achieve better productivity, higher quality of care, and greater efficiency both at a sector level and at
the level of groups of hospitals or even individual hospitals. Greece has a great number of doctors,
but few nurses. It has a surplus of high-end diagnostic and curative technology, but the majority is
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in the private sector. Finally, the public hospital sector has two very serious management problems.
First, hospital managers are political appointees with all the serious drawbacks of cronyism.! Many
writers have located party plutocracy as the main source of corruption in Greek public administration
(Mouzelis, 2005). Second, the main drawback in public administration is the total lack of functional
supervising mechanisms independent of government direct control. Despite the widespread and
persistent reference to corruption and wasteful behavior in hospitals for at least 20 years, there are
still no reliable computer-assisted financial reporting mechanisms, pharmaceutical consumption is
almost unchecked and the, often fraudulent, misuse of medical technology widespread. Merging
hospitals, has always been seen as a means to achieving economies of scale, better utilization of
resources, and the application of new management technigues. It is for this reason that the main
building block of our analysis and our main proposal is the creation of hospital groups of two to six
hospitals as a framework in which such productivity improvements can be realized.

3. The main branches of the analysis

3.1 Emergency care

The main problems in the hospital sector in Greece centers around emergency care and the way
patients are admitted. Emergency care in the two Metropolitan Areas of Athens and Thessaloniki
is organized on a rotating basis where only a few hospitals admit patients on a given day, while
all other hospitals are essentially “closed for business” in terms of new admissions. The result is
overcrowding every 3-4 days, in every hospital on this rotating “emergency duty” schedule. The
problem with patient admissions is also related to this. Since patients can only be admitted into
a hospital when it is on emergency duty, hospital doctors arrange for “their” essentially private
patients to come to the emergency department, and the patient is admitted on bogus emergency
admission orders by the “attending” physician. Of course, this means that an actual emergency
case may find needed hospital beds already occupied, if brought to the hospital at a late hour,
while non-emergency cases admitted before will probably wait for 2-3 days until the necessary
tests and probable surgery can be scheduled. The end result is a waste of resources and money,
patient dissatisfaction, often resulting in negative media coverage, and on rare occasions, adverse
effects on a patient’s health.

Our proposal to deal with this situation is the creation of independent Emergency Care Units
in selected large hospitals, operating on a 24 h/7 days basis. These hospitals are usually the largest
in a group of hospitals.

3.2 Small hospitals - hospitals in Islands

Another area where intervention in the form of hospital mergers is required has to do with the
small size of Greek hospitals. Greece features a vast number of islands and islets, ranging between
1,200 and 6,000 depending on the definition, 227 of which are inhabited, although only 78 of
those have more than 100 inhabitants. This particular form of insularity does not exist in any
other European country. The population of many of the islands may increase by ten times or more
during the summer as a result of tourism. Thus for the larger islands which have either a general
hospital or an expanded health center, and taking into consideration that obviously no other
health facilities are available in close proximity, it would be violating the important social criteria
of equity and accessibility to propose any “reducing” restructuring of these particular hospitals,
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and all efforts should be directed to enhancing their role in their respective catchment areas. Thus,
by excluding these island hospitals (and the respective populations) from the analysis, the number
of general hospitals in Greece per 100,000 inhabitants falls below 1.98 calculated previously and
suggests an abundance of approximately 30 (and not 40) hospitals compared to the OECD average
of 1.62 general hospitals per 100,000 inhabitants.

3.3 The five main clinical areas of interest

We focused our interest on re-organization of the hospital sector concerning the effective
management of the five main chronic diseases: Acute Myocardial Infraction (AMI), Stroke,
Mallignant Neoplasms, Diabetes Mellitus, and Chronic Obstructive Pulmonary Disease (COPD). We
analyze the status quo concerning the provision of health services for facing the above mentioned
diseases and also we submit specific proposals for improving the provided services.

3.3.1 Cardiovascular diseases

Cardiovascular diseases consist the first cause of death both in Greece and in Europe, as they are
related with half of deaths and moreover they consist the first cause of inpatient admissions in
Greece (OECD Health Data Base). According data derived from Eurostat, the standardized mortality
ratio concerning ischemic heart disease and cerebrovascular diseases (for the period 2006-2008)
is higher in Greece than in the other EU countries since they were estimated to 72.2 and 86.8
per 100,000 pop respectively, when the corresponding European ratios were 70.4 and 43.5 per
100,000pop., the same period.

3.3.1.1 Strokes

Strokes consist the third cause of death and the first cause of chronically disabled people in Greece,
where the incidence is 310 new cases per year per 100,000 pop (30.000-35.000 in total). About
one-third of these patients (approx. 10.000) are dying within the fisrt year, and 35% become
permanent disabled. Patients suffering from stroke occupy 15% of in patient beds, with often
extended length of stay due to insufficient development of rehabilitation units (Vemmos et al.,
1999 & Ntaios et al., 2011).

Managing patients suffering from Stroke: status quo and problems

e Population is not sufficiently informed about the preliminary symptoms of stroke due to the
lack of health promotion programs. However, thanks to the effective emergency ambulatory
services, the time between the onset of symptoms and the admission to the emergency care
services of the hospital is estimated to less than 3 hours for the 45% -60% of patients.

e The majority of patients suffering from stroke are admitted in internal medicine depart-
ments and only few of them are admitted in neurological departments (mainly younger
patients less than 50 years old), while the existing specialized stroke units are very few,
with only 25-30 beds in total. Moreover, those few stroke units are facing staffing problems
especially in nurses, physiotherapists and logo therapists.

e There are serious problems concerning the access to rehabilitation services for these pa-
tients, since few public centers operate, located mainly in Attica. Consequently, after the
acute phase of the disease, the majority of patients are hospitalized either in private reha-
bilitation centers, where the cost is party covered by Social Security Funds, or return to their
homes without actually participating in any specific rehabilitation program.
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Proposals for improving provided services to patients suffering from Stroke

Our main proposal for managing patients with stroke was the development of a national
network of specialized stroke units all over the country, in a way that each patient suffering from
stroke could reach one, in less than 90 minutes according the Austrian model. According those
assumptions it can be easily estimated that taken into account the incidence of the disease and
the average length of stay approximatelly 650 beds are needed. However, due to the economic
recession of the country, the development of all these units in the near future is not considered
as a realistic aim. Therefore our proposal is, in a pilot phase, to be developed 17 units in big
public hospitals all over the country, at which the majority of needed resources already exist (CT,
MRI, ICU, specialized health professionals etc). Each hospital in which a stroke unit is operating
would be considered as a specialized referral center for strokes, where the complicated cases will
be hospitalized. Each one of these specialized stroke unit could be considered as a referal center
for its catchment area. Moreover, the adoption of a common clinical protocol concerning the
management of stroke patients at their arrival at emergency departments should be a priority
along with the development of telemedicine services in order to support physicians (both at
diagnostic and therapeutic phase) in remote areas.

3.3.1.2 Acute myocardial infraction

According the results of HELIOS study conducted in the years 2005-2006 in 31 Greek hospitals,
the incidence of AMI is 18.5 patients /10,000 pop (which mean 20,000 new cases in total per year)
without remarkable variances, between the various geographical areas. The corresponding ratio in
other EU countries varies from 9-31.2 patients /10,000pop. The inpatient fatality of AMI in Greece
is estimated to 7.7%, while in Europe varies from 4.2-13.5% (Andrikopoulos et al., 2007).

Managing patients suffering from AMI: status quo and problems

e There is a remarkable number of patients who would be potentially eligible for receiving
reperfusion therapy, but in practice they don't receive. The pre-hospital beginning of reper-
fusion therapy (in Health Centers and in ambulances) is not applying in Greece, although
the advantages it provides.

» The percentage of acute Percutaneous Coronary Interventions (PCI), is limited because of the
lack of a well organized emergency transportation system to hemodynamic laboratories.

e More over the time between the onset of symptoms (pain) and arrival to hospital is high,
due to delays from the beginning of symptoms to call for help from the emergency ambula-
tory services.

Proposals for improving provided services to patients suffering from AMI (and other
heart diseases)

Our proposal for managing patients suffering from severe heart diseases, includes the determination
of already existing hospitals in each health region that would be considered as specialized referral
centers for these patients. These hospitals should have at least cardio logical department, AMI
unit, hemodynamic laboratory and in some cases cardio surgery department.

Moreover, as the development of many new hemodynamic laboratories (for performing PCI),
is not considered as a realistic aim (due to geographical particularities of the country and the high
cost of development) we proposed to increase the rates of acute reperfusion therapy that in some
cases should be performed even in pre-hospital units (e.g health centers, emergency ambulance
services etc). In order to achieve the previous purpose, the modification and adaptation of the
European Society of Cardiology clinical guidelines is necessary.
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However, we considered as necessary the development of one new hemodynamic laboratory
in the area of Peloponnesus, where none exists, in order to be covered a population of 600,000
inhabitants.

Finally, we proposed the creation of a Coordinating Center in Emergency Ambulatory
Services, in order to manage in an effective way the transfer of acute heart diseases patients to the
appropriate health units. This center should be supported by telemedicine services and also could
be staffed by transferring existing personnel, from other units (which are under operating).

3.3.2 Malignant neoplasms

Malignant neoplasms constitute the second cause of death both in Greece and in Europe. According
the European Cancer Observatory (Country Report) the age standardized incidence rate per 100,000
pop in 2008 was estimated in Greece to 235.3 (38,229 new cases in total) while in EU-27 countries
the corresponding ratio was estimated to 374.1. The same year, the age standardized mortality
rate per 100,000 pop was estimated to 153.5 per 100,000 pop (26,815 deaths in total), while the
corresponding ratio was estimated to 172.5 per 100,000 pop in EU countries (OECD Health Data
Base, 2010). In a study conducted in 2004 by Tountas et al. (2007), was reported that 25% of all
deaths were related to cancer. Even though Greek morbidity statistics are not very reliable, it has
been revealed from various surveys that ten percent of patients discharged from a hospital have
been hospitalized due to cancer disease.

Managing patients suffering from Mallignant Neoplasms: status quo and problems

e Ingeneral, geographical imbalances concerning the provision of oncological services are re-
ported both for screening and therapeutic interventions. Some patients are late diagnosed
due to insufficient development of mass screening programs and generally because of the
under development of Primary Health Care.

e There is a limited number of specialized Oncological inpatient departments even in terri-
tory hospitals and insufficient number of some kind of biomedical devices (3.5/million pop.
linear accelerators while in a study conducted from the EC in 2005, the needs for Greece
was estimated to 5.5/million pop.)

e Even the few operating oncological departments are facing staffing problems and more
over in the majority of hospitals the oncological boards are not performing in practice.

» Hospices and generally Palliative care services are also under-developed in all country.

Proposals for improving provided services to patients suffering from Mallignant

Neoplasms
As health care delivery system in Greece is hospital oriented, services related to patients with
cancer are characterized by structural and allocation problems, understaffing and low patients’
accessibility.

Patients with cancer need a multidisciplinary approach. Health services for these patients in
Greece are totally fragmented. The suggestion is to create an oncology health services network per
health district in order to facilitate services and health workers coordination to a more integrated
model with compliance to national or international clinical guidelines for cancer treatments. The
network will consist of a specialized oncology centre and three graduate units. All these services
should be in direct coordination with primary health services of the region. Health region after
examination of criteria set fulfilment will be able to certify specialized health units for a specific
neoplasm or group of neoplasms. This will give the region an outstanding position in the cross
border care services mosaic at the South - East Europe.
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The suggestion also includes the reinforcement of early diagnosis and treatment units of
primary and secondary health services and the increased staffing with oncologists, radiation
physicists, nurses and other specialties at all health regions. Also it is suggested to reorganize small
hospitals per health district to cancer palliative care and end-stage patients centres. An investment
in new health care technologies such as adequate number of linear accelerators per health region
is also part of the suggestion. The ultimate purpose of all these is more oncology patients have an
easier access to a more integrated and quality health services network.

3.3.3 Diabetes mellitus

Diabetes mellitus constitutes the 12th cause of death all over the word. The probability of a patient
suffering from diabetes mellitus to die is double compared to the general population. According
data from the European Observatory on Health Systems and Policies, the prevalence of diabetes
mellitus in Greece was estimated to 0.15% in 2004; while in 2000 the percentage of population
over 20 years suffering from diabetes mellitus was estimated to 10.3%.

Managing patients suffering from Diabetes Mellitus: status quo and problems

e Some patients are late diagnosed due to insufficient development of Primary Health Care
(especially lack of organized diabetes prevention and screening programs). This is a com-
mon phenomenon especially for patients suffering from diabetes mellitus type II.

e There has been developed an insufficient number of clinics relevant to diabetes (obesity
clinics, smoking cessation clinics, etc).

e No clinical protocols concerning disease management at the emergency departments of
hospitals have been adopted.

e Although there is a sufficient number of internal medicine and endocrinology departments
in hospitals, there hasn't been developed a sufficient number of specialized diabetes mel-
litus departments. Even the few ones, are facing staffing problems mainly for nurses and for
specialized physicians on diabetes.

e According data derived from the National Center of Diabetes, only 14 diabetes centres have
been developed in the country (11 in Attica, 2 in Thessaloniki and 1 in Patras).

e The average waiting time in order a diabetes mellitus patient to arrange an appointment at
a specialized unit of Attica hospitals is estimated from 3.5 to 4 months. This time could be
reduced, in case that some patients were referred for follow-up at out patient units.

Proposals for improvilng provided services to patients suffering from Diabetes Mellitus
Preventing diabetes is the most effective way to reduce morbidity, mortality and health care
expenditures. It includes the modification of dietary habits, regular physical activity, achieving and
maintaining normal body weight and avoiding smoking. Therefore and considering the fact that
diabetes is one of the main causes of mortality in Greek population, the expected increase in the
prevelance of the disease during the coming decades and the urgent need for rational and efficient
allocation of resources in the health system, we concluded that it would be necessary to create
an organized National Action Plan to address, control and prevent diabetes in order to reduce its
impact both on the population and on the NHS. Key objectives of the National Action Plan for
diabetes should be the early prevention, diagnosis, treatment and management of the disease and
the effective, timely, organized and continuous patients’ monitoring at all levels of care.

Patients with diabetes need regular monitoring and care by trained health professionals at
primary health care level and specialized diagnostic and therapeutic care by specialized health
professionals at secondary and tertiary health care level. Our proposal is to create a regional
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network for diabetes at each Health District as to facilitate cooperation among health services and
health professionals and the consolidation of services where appropriate. In addition, networks
for diabetes will enable the harmonization among all health services and health professionals
with the creation of national (and global) standards of prevention, treatment and rehabilitation
of diabetic patients. Special units of each diabetes network will be able to qualify for specific
range of services, upon approval by the competent Health District. This certification will also give
a significant advantage both on national and on cross-border health care and will strengthen the
medical tourism in the country.

Our detailed report includes specific detailed suggestions according to predefined operating
criteria for each Health District and each hospital in the country concerning the reallocation of
services, staff, departments and clinics, etc. in order to create both a district and a national network
for diabetes and to facilitate the coordination of services for diabetic patients across the country.

Our main suggestions for each Health District include:

e (Creation of Diabetes Units in all hospitals with pathological sections > 20 beds.

» Strengthening Diabetes Centers with specialized health personnel (mainly nurses and dieti-
tians but also psychologists, GPs, etc).

» Creation of diabetes clinics in primary health care organizations (IKA, OTA, etc).

e (Creation of more clinics for obesity, smoking cessation hyperlipidemia, hypertension, etc.
in all health regions.

* Development of home care services in many hospitals and health centers.

3.3.4 Chronic Obstructive Pulmonary Disease (COPD)

COPD constitutes the fourth cause of death both in Greece and in Europe. In Greece, the prevalence
of COPD is higher than in other EU countries due to the high rates of smoking habit (WHO, Centers
of Disease Control and Prevention). It is estimated that 70% of the total burden of the disease is
attributed to tobacco smoking (which is the cause of death that can be almost entirely prevented). In
a study contacted in 2004 (Tzanakis et. al., 2004) was found that among Greek smokers over 35 years
old, 8.4% were suffering from COPD. The prevalence was higher in rural areas and among men.
Main cost driver of the COPD treatment, is inpatient care, in case of severe exacerbation.
According the results of a study conducted in 2011 from Geitona et al., the cost for COPD patients
hospitalized at ICU was estimated from € 1.711 to €2.614 /patient/exacerbation.
Managing patients suffering from COPD: status quo and problem:s.

e In general, geographical imbalances are reported concerning the provision of specialised
respiratory services to patients suffering from COPD.Some patients experience repeated
exacerbations due to the lack of a well organized referral system to specialized centers.

e Even the few specialized (on COPD) respiratory departments are facing staffing problems
mainly concerning nurses.

e There are very few respiratory rehabilitation units operating (apart from Attica and Central
Macedonia) and because of this, serious shortages of respiratory rehabilitation beds are
reported.

Proposals for improving provided services to patients suffering from COPD

COPD can not be cured but can be prevented. Since the main cause is smoking (including passive
exposure to it) the effective prevention of COPD depends entirely on the effective tobacco control.
Preventing COPD is therefore the most effective way to reduce morbidity, mortality and related
health expenditures. It includes smoking cessation and modification of conditions that contribute
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to the occurrence of exacerbations of the disease through education, systematic physical motivation
and learning self-care techniques. Therefore and considering that COPD is one of the main causes of
mortality, a large increase in the prevalence of COPD is expected in the next decades in the country
since Greece reports the highest proportion of heavy smokers and tobacco consumption in Europe,
we concluded that it would be necessary to create an organized National Action Plan to address,
control and prevent COPD in order to reduce its impact both on the population and the NHS.

Key objectives of the National Action Plan for COPD should be the early prevention through
effective and systematic prevention programs, the early diagnosis, treatment and management of
the disease, the effective, timely, organized and continuous patients’ monitoring at all levels of
care and the continuity of care and rehabilitation for all COPD patients.

Patients with COPD need regular monitoring and care by trained health professionals at primary
health care level and specialized diagnostic and therapeutic care specialized health professionals
at secondary and tertiary health care level. Our proposal is to create a regional network for COPD
at each Health District as to facilitate cooperation among health services and health professionals
and the consolidation of services where appropriate. In addition, networks for COPD will enable
the harmonization among all health services and health professionals with the creation of national
(and global) standards of prevention, treatment and rehabilitation of COPD patients. Special units
of each COPD network at every health district will be able to qualify for specific range of services,
the providers. This certification will also give a significant advantage both on national and on
cross-border health care and will strengthen the medical tourism in the country.

Our detailed report includes specific detailed suggestions according to predefined operating
criteria for each Health District and each hospital in the country concerning the reallocation
of services, staff, departments and clinics, etc. in order to create both a district and a national
network for COPD and to facilitate the coordination of services for COPD patients across the
country. Our main suggestions for each Health District include the creation of more clinics for
smoking cessation in all health regions, the creation of pulmonary clinics in primary health care
organizations (IKA, OTA, etc), the development of home care services in all hospitals and health
centers and the strengthen of respiratory Rehabilitation Centers with specialized health personnel
(mainly nurses and physiotherapists, but also GPs, psychologists, etc)

3.4 Improving the efficiency in hospital sector: partnerships and
cost containment measures

The two sectors of in patient care, public and private, have been grown with different aims and
problems in their financing and provision of care. Our proposals for possible areas of joint practices,
in a way of mutual benefits, include the following:

e The exploitation of the opportunities of Public Private Partnerships (PPP), in the Health Sec-
tor. Possible areas of joint action in the hospital area can range from construction ventures
to hospital management and outsourcing.

e The partly usage of public inpatient care facilities from private health insurance, by dis-
posing a number of beds and other special services- a practice which has already been
announced and ministerial decision taken (19.08.2011), (until now 560 beds are provided
for private use).

e The strengthening of the practice expected to be instituted by the new organization EOPYY
regarding the contracted work with private providers: medical doctors, diagnostic centers
and also private hospital services.
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Moreover, apart from partnerships, it is necessary to be taken some expenditure containment
measures such as:

e Completing the application of double-entry accounting system for the effective economic
and financial management of hospitals and the implementation of analytical accounting
systems.

e Upgrading the practice of publication of economic statements (income and ex-
penditure) at hospital level, through ESY.net for evaluation and benchmarking.
Enhancing and improving the Supply System for medical provisions and drugs, utilizing the
“Prices Observatory” (observe.net) and promotion of the already proved as a success case
the e-Auction and tendering.

* Developing and formalizing best practices for rational use of resources and economies of
scale, in the networks of hospitals which have been emerged by applying the new structural
change instituted by the Minister (re-organization and rationalization of the operation and
management of hospitals).

3.5 The criteria for restructuring the public hospital sector

Most of the studies reviewed in a recent hospital merger study (Kristensen, Bogetoft, Pedersen, 2010)
primarily used a pre-merger parametric, semi- or non-parametric DEA-approach to investigate the
effect of mergers on productivity and cost efficiencies. In Greece, no empirical studies of potential
economic gains from hospital mergers have been conducted, although the available evidence
regarding hospital efficiency indicates that significant efficiency gains can be achieved (Aletras,
1999; Athanasopoulos et al., 1999; Athanasopoulos et al, 2001; Giokas, 2001; Kontodimopoulos
etal., 2006; Aletras et al., 2007; Flokou et al, 2010). Whilst efficiency is obviously the predominant
criterion in resource allocation and in the merging process as well, the sensitive nature of health
and healthcare dictates that policy-makers equally value the usually contradicting (to efficiency)
criterion of access equity. Moreover, in light of the current economic crisis in Greece, it is extremely
important that any suggestions, which may eventually lead to hospital merger policy decisions,
be fair, well justified and based on transparent criteria. For example, it would be contradicting
the criterion of equity to limit the medical specialties available on a small island or to decrease
the number of hospital beds, despite the fact that efficiency analyses results might be pointing
in this direction. It is taken as axiomatic that the role of health care is to improve health and
reduce access inequalities and that policy-makers concurrently seek the twin goals of efficiency
and equity (Manyard, 1999; Sheldon & Smith, 2000). Although international experience is indeed
an important factor to guide decision-making, the existing political and economical situation in

Greece, in conjunction to an intense social turmoil, made it evident that the restructuring criteria

adopted in the present study should rely less on technical and analytical tools, and more on various

social, political, geographical and other peculiarities existing nationally and locally in Greece. Six
distinct criteria, covering all aspects of hospital functioning, were considered. More specifically:

i.  The population criterion. International experience, with adjustments, was the starting point.
According to 2008 data (OECD Health Data, 2010 & 2011), the average number of general
hospitals per 100.000 inhabitants in Europe, and in Greece separately, was 1.62 and 1.98
respectively, revealing a 22.2% difference. At that time the number of general hospitals in
Greece was 222 (including small rural hospital-health centers, IKA and military hospitals
and private hospitals / mixed clinics). These figures suggest an abundance of approximately
40 hospitals compared to the OECD average. By comparing only with “Mediterranean”
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countries, i.e. countries with similar social, cultural, and geographic aspects, i.e. Italy, Spain,
Portugal, Turkey and France, the above mentioned difference decreases to 10%, which is still
considerable and suggests an abundance of approximately 20 general hospitals in Greece
after adjustment for population differences. These figures are only a crude approximation of
the number of general hospitals justified by the population criterion.

The catchment area criterion. Greece is characterized by an extremely high population density
in the greater Athens area, where approximately 40% of the country’s population resides. A
second densely populated area is Thessaloniki region with approximately 10% of the country’s
population. The rest of the population lives in smaller urban, semi-urban and rural areas.
The average number of general hospitals per 100.000 inhabitants in the Athens area is 2.16,
approximately exceeding the national average by +9.6%, in Thessaloniki 1.66 (-15.7%) and
in the rest of the country 1.94 (+1.6%). Catchment area refers to the geographical area of
permanent residents from which a hospital is expected to draw its patients and in a sense
reflects accessibility as well. Twelve regions designated by EKAB, i.e. the National Service for
Medical Transport, were adopted in the present study as respective catchment areas. This
division is based solely on geographical and transportation criteria, as opposed to a recent
legislative reform with an administrative division into 13 peripheries. To understand a hospital's
contribution within its catchment area, a “coverage” index was calculated. Specifically, the
percentage of cases handled by a hospital annually in respect to the cases handled in its
catchment area was divided by the percentage of its beds in respect to the total beds of the
catchment area. For example, if a hospital handled 33.8% of the cases in its catchment area,
while accounting for only 28.4% of the beds in that area, the coverage index is 33.8% / 28.4%
= 1.19. In other words, that hospital “carried” 19% more weight in its catchment area (i.e.
more patients) than would be expected from the proportion of beds it owns. Hospitals with
a coverage index < 0.90 were scored with -1, those between 0.90-1.10 with 0, and those
exceeding 1.10 with +1, thus roughly forming tertiles, i.e. three evenly sized groups.

The size criterion. Hospital size is typically measured by the number of beds available for
treating inpatients. It is generally expected that larger general hospitals can more effectively
cover the needs of the population in their catchment area. They attract patients with more
complex conditions and expand the scope of their activities. It is also likely that larger hospitals
tend to treat patients with more advanced and complex equipment. Producing services on
a larger scale, though not necessarily linked to scale efficiency which is a different concept
not addressed in this study, might imply that that a hospital is better prepared to serve its
patients. For example, lower mortality can be expected for patients treated with coronary
disease in a larger hospital which handles many similar cases, compared to a smaller hospital
in which there might be an experience deficit. Furthermore, larger hospitals can attract
specialized physicians and offer more medical specialties as well as better medical training.
They typically provide better isolation of medically contagious cases due to the availability of
specialized units, thus reducing in-hospital infections. Other advantages include fewer referrals
to other hospitals and better management of outpatients and emergencies. Generally, hospital
size is determined by considering factors such as catchment area, epidemiological profile,
transportation infrastructure, proximity to other health facilities and local health hazards. With
an aim of again forming tertiles in terms of the size criterion, hospitals with less than 125 beds
were scored with -1, those with 125-300 beds with 0, and those with +300 beds with +1.
The infrastructure age criterion. Hospital infrastructure in Greece was developed over the
years according to historical, geographical and, to a large extent, political criteria. This, in
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part, may explain the increased age of most public hospitals and the unsuitability of a large
proportion of the respective facilities. It is noteworthy that the average age of the 117 public
hospitals included in this study is 45 years, whereas the average age of a US hospital building
is 27 years (Guenther & Vittori, 2007). Following the establishment of the Greek NHS, via
the introduction of Law 1397/1983, there was an increase in and upgrading of infrastructure
(buildings and medical equipment) and staffing, as well as improvements in quality and access
to health care, especially in rural areas. Since then, new regional university hospitals in large
urban areas, many prefectural hospitals in smaller cities and more than 200 health centers in
rural areas have been built, while many existing facilities have been renovated or extended.
The rationale in the present restructuring effort was to further strengthen the newer and
more modern hospitals, and concurrently exploit the useable infrastructure of older ones. The
latter were not to close down, but in many cases could be used differently, e.g. care units
for patients with long-term illnesses or for elderly, and other such services currently provided
by general hospitals, thus relieving them of the respective physical and financial burden.
Infrastructure age was determined via a questionnaire sent to the regional health authorities
supervising the hospitals. Response rates were slow and large portions of the data were
missing and incomplete, hindering the process. Furthermore, most hospitals had undergone
multiple renovations in some of their facilities over the years, making it extremely difficult to
designate a unique age for each. Eventually, 46 hospitals were classified as “relatively new”
(opening after 1985), 37 hospitals as “middle-aged” (1960-1985) and 34 hospitals as “old”
(before 1960), and were scored +1, 0 and -1 respectively.
The utilization criterion. The purpose of this criterion was to measure how well each hospital
exploited its facilities and resources for treating inpatients. Two commonly used indices for
measuring hospital utilization and capacity were selected:
-  Patient throughput which is expressed as the average number of patient discharges per
available hospital bed per annum.
- Bed turnover interval which is the average number of days a hospital bed remains
unoccupied between admissions.
Both indices were given equal weight and patient throughput and bed turnover interval were
calculated for each hospital. For each index, hospitals were sorted from best to worst (i.e.
descending throughput and ascending turnover) and were categorized into tertiles scored
respectively +1, 0 and -1. Hence, each hospital was allocated two marks which were summed
to provide an overall score between -2 and +2. This was regarded as an “intermediate” score
and was transformed for comparability with the other criteria mentioned previously as follows:
an intermediate score of -2 or -1 was given a final score of -1, an intermediate score of 0 was
given a final score of 0 and an intermediate score +1 or -+2 was given a final score of +1.
The cost criterion. Although consensus on the appropriate unit of hospital output (hospital
case vs. patient days) is not always apparent, efficiency of hospital services has traditionally
been measured by simple economic indices of both outputs (i.e. cost per day and cost per
patient). Despite providing straightforward information about performance such indices are
indeed limited by some obvious shortcomings, such as one input and output, the need to
incorporate relative weights and the difficulty to explain the behavior of individual hospitals
when ranking efficiency across many hospitals. For these, and other, reasons multiple input-
output parametric and mostly non-parametric methods have prevailed in efficiency analyses.
Moreover, hospitals provide services to cases that differ in terms of complexity and severity of
illness and to deal with this, researchers have typically incorporated general diagnostic groups
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(such as Diagnosis Related Groups -DRGs) in their models. In Greece, the ministry of health
plans to change the hospital payment method in the future; however, it has not yet been
decided how the change will be introduced or whether it will involve the expansion of DRGs or
the introduction of global budgets [17]. In the present study, the two abovementioned indices
and cost per bed were used as three crude approximations of the economic performance of
each hospital. All costs incurred in hospital functioning were considered, e.g. pharmaceuticals,
consumables, reagents and all other materials, for inpatients and outpatients (including day
surgeries, dialysis, chemotherapies). However staff salaries, despite constituting the largest
portion of hospital cost, were not included as they are covered centrally by the state budget
and do not burden the hospitals themselves. Furthermore, as hospital management has no
control over staff hiring (or firing), a basic principle of the present restructuring effort was
that proposals would only involve some staff reallocation and not in any case reductions.
Therefore, we decided to focus only on controllable costs. Cost per case, cost per day and
cost per bed was calculated for each hospital and given equal weight. Hospitals were sorted
from best to worst by each index (i.e. ascending costs) and were categorized into tertiles
scored respectively +1, 0 and -1. Hence, each hospital was allocated three marks which were
summed to provide an overall score between -3 and +3. As in the previous criterion, this was
regarded as an “intermediate” score and was transformed as follows: an intermediate score
of -3 or -2 was given a final score of -1, an intermediate score of -1, 0 Or +1 was given a final
score of 0 and an intermediate score +2 or -+3 was given a final score of +1.

The scores for criteria 1i to iv were summed and each hospital was allocated a final score
ranging from -5 to +5. It should be noted that the overall score serves the purpose of informing
on possible weaknesses encountered in each hospital, which should be seen as priorities by
management for potential improvements. It also assisted the study group in the formulation of
reasonable suggestions for improving the health services in each hospital. It is emphasized that no
restructuring suggestions were based solely on the individual score of a particular hospital.

4. A novel way to conduct a study

F rom the very beginning it was clear that a study of this nature was going to be used for wide
public debate among the many stakeholders in the health system, regional stakeholders,
professional interested parties, and ultimately for policy formulation. It, therefore, had to answer
to certain preconditions in order for it to be useful. As hospital mergers have been known by
European experience to be rather sensitive political subjects on a regional basis (Tsavalias et al.,
2011), the study parameters could be disseminated early and widely, but the detailed proposals
by health region should not be made public until the time of public debate by region. Second,
the difficulties of collecting the relevant data, which in many cases were not readily available,
compiling them, creating the necessary indices, and come up with policy suggestions in the
time frame of 3 months, made the presentation of a printed document impossible. Third, the
need to have many people, from different parts of the country, working on different sections
simultaneously made distance working essential. Fourth, the need to have as much time available
for last-minute adjustments and/or corrections, made it essential that the “text” could be changed
even on the last day before presentation. Lastly, the study audience was understood to be very
diverse, and the desire to go into detail could vary considerably. The Report, therefore, should
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make it easy for everybody to go to the results or proposals of their interest immediately, and
print anything, but, at the same time make all the information by which the given results or
proposals were obtained, available to the interested party. All these considerations pointed to
the need for the Study to be conducted in the form of a website, to which the study team could
add information continuously, under the exclusive approval of the study coordinator who had
the exclusive right of publication. In this way, we were able to finish the study in the period of 3
months, to present the results in a very functional way, and to use and present information, data,
and analysis which, if printed, would require more than 400 pages. The website http://platon.
cc.uoa.gr/~reconweb/new?2/ is available (in Greek) at the main site of the Department of Nursing,
University of Athens, where most of the Study team members teach or collaborate with the
Center for Health Services Management and Evaluation (CHESME).

Notes

1. The only occasion on which hospital directors were appointed by a board of high-rank-
ing public servants, on the basis of a CV, was during the period 2001-2004 under Law
2889/2001, passed by Minister Al. Papadopoulos, who also introduced the Regionalization
of the Public hospital sector.
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ABSTRACT
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the functional parameters of the production
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new managerial approach. This approach
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unaccountability of medical subjectivity, the
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human resources management tools and the
unhealthy financing of hospitals. Tomorrow’s
hospital would respect the autonomy of the
medical profession while at the same time
would demand scientific accountability,
would utilize modern organizational tools
to manage its human resources in order to
produce effectively and efficiently quality
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1. Introduction: Modernizing the management of the system
as a catalyst for change

reece faces a multi-level crisis which in so far as the healthcare arena is concerned, presents

the country with a window of opportunity not simply for reviewing its problems but for
a complete transformation of its management practices. Modernizing the health care system is
critical for three reasons: (a) health care expenditures have largely contributed to the derailment
of state finances, (b) the crisis and the continuing recession subtracts funds and other resources
from the health care system and (c) health care services can assist the population to cope with
the overall consequences of the crisis (Matsaganis, 2011). In the international literature, there
is much talk about how to reform health systems (Braithwaite et al., 2004; Oliver et al., 2005;
Schmid et al, 2010; Maarse, 2006; Nikolentzos et al, 2008). The discourse invariably focuses on
topics such as political leadership, organizational transformation, clinical improvement etc. The
vacuity of generalization notwithstanding, three categories of reform cover most of the relevant
territory. The first is “system-improving” measures, such as the accumulation and analysis of data,
electronic medical records, disease management. The second are “system transforming” policies
such as explicit priority setting and institutional realignment; what analysts tend to mean by “real”
reform because they change the workings of the system not incrementally but “fundamentally”,
though not of course completely. It can and most likely encapsulates system improving measures.
The third category, which most often is unnoticed, is “system-sustaining” reform. It may sound
oxymoronic (reforms are after all supposed to alter the status quo not preserve it), but, nevertheless
is of outmost importance in maintaining the viability of health care systems (Brown, 2006). The
main, if not only virtue of this typology is to underline the centrality of politics in health care
reform. The point is that reform attempts suffer from a large and widening gap between policy
analysis and policy practice. Health policy in Greece is increasingly an elaborate structure of ideas
set atop rather fragile pillars of political comprehension, and institutional capacity. Put differently,
the main argument is that Greece has to both design health policy which can be expected to
improve efficiencies and at the same time alter the existing decision making mechanisms of the
system in such a manner that will allow such policies to be implemented.

The consensus of analysts about the Greek health care system is that its main characteristic is
fragmentation (Oikonomou et al, 2011; Mossialos, 1995; OECD, 2010; Minogiannis, 2003, Tountas,
2006; Tountas et al., 2002; Tountas et al, 2005; Liaropoylos et al., 1998; Kyriopoulos et al., 1993 ). It
does not practically offer single coverage and has multi-fragmented funding and delivery mechanisms
(Siskou et al., 2008). It is characterized by its regressive financing with many disparities in access,
supply and quality of services. Inefficiencies arise from excessive dependence on expensive inputs.
The oversupply of specialists and the lack of nursing staff in Greece is well documented (OECD, 2008;
OECD, 2010). The allocations of scarce resources is a result of historical and often political processes
and has never been linked to performance standards leading to a system that presents no incentives
to providers for effective and efficient health care delivery (Mossialos, 2005; Economou, 2010).

This fragmentation develops in three levels which interact with one another: (a) the structure
of the system (funding, staffing, development units, etc.), (b) the management (decision making)
and (c) the flow patients and the lack of disease management networks. The reduction of
fragmentation in these three levels will most likely result in a modern administration system that
is properly institutionalized and has adequate resources to achieve both economic viability and
improve population health indicators (Mossialos, 2005).
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In this article we will focus on hospital administration, where these three levels converge
and reveal all the pathologies of the Greek Health Administration. The first part of the chapter
attempts to highlight the problematic aspects of management of public hospitals in Greece in
the period prior to the economic crisis. This is followed by an admittedly cursory look to reform
efforts of the last two years and their immediate results. We conclude this chapter with a series
of further reforms that are necessary in order to establish a clear management structure aimed
at improving the quality of services, namely improving clinical effectiveness, efficiency in use of
available resources but also patient satisfaction.

2. Before the crisis

he main problem, not only in the management of socially sensitive services like health care,

but in terms of the overall Greek public management system is that it has never tried to be
financially self-sufficient, through a funding system that would reward the “good players” at
either the health professionals and employees level or at the institutional-hospital level. These
problems are largely due to the structure of the health system but even more to its problematic
administration. Multiple decision-making centers, overregulation, extensive party penetration of
public management as well as a truculent and irrational co-management of the system by labor
unions are just some of the parameters that lead to inefficient administration of all levels (strategic,
supervisory, tactical-operational) (Economou, 2010). The problematic command occurs at two
levels: (a) at the macro-level of the administration or what is called the political management
of the system and (b) at the Micro-Level administration level at hospitals and other service units.
The key point is that policy makers (macro level) must understand the basic principles of health
management and aim at a balanced market whereas health services managers (micro level) should
understand the constraints within which they have to manage their institutions (Minogiannis,
2003). In this paper, we do not concentrate on the political management of the system but rather
focus on the micro level management parameters. Suffice it to say, however, that any attempt
for meaningful reform on the problematic micro level management parameters would require
substantial political capital.

3. Problematic parameters at the micro level

3.1 There are four main categories of management issues,
one has to consider:

3.1.1 Medical subjectivity

A generation ago, the remarkable variation in the delivery of health care across populations was
brought to light (Wennberg, 1973). Since then, numerous articles have documented variations
across small and large areas in surgical procedures, health system capacity, use of pharmaceuticals,
intensity of diagnostic testing and others (Wennberg, 1998; Dartmuth Atlas, 2011; Fiscella et
al, 2000; Archer, 2009; Freburger, 2005; Clance, 2009; IOM, 2000). The principal finding of
these studies has not changed: for medical care, geography is destiny. Each medical encounter is
characterized by four basic parameters: the physician, the patient, the disease and the timing of
the encounter. Each one differs if only one of these parameters is different. This is what creates
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the great knowledge imbalance between management and the physician community in a hospital
setting. Whereas it is important to underline the importance of such differences, one cannot
avoid examining the question of medical subjectivity. This medical subjectivity leads in turn to an
imbalanced services consumption (via physician agency) which on occasion cannot be justified and
leads to elevated costs and inefficiencies. Practically speaking, the same and on occasion better
clinical results can be achieved in cheaper ways by certain physicians. This does not negate the fact
that each patient is different and hospital management tools must take that into consideration.
And it is also rather obvious that the best clinical result may also be the most expensive. The key
point is that this is not axiomatic. In Greece, however, this is a discussion that has not even begun
both due to professional resistance but also due to the lack of both clinical and until recently even
financial information which would have allowed such a discussion to take place based on actual
data. The medical community at best is indifferent and at worst promotes medical subjectivity and
reformist voices within medicine are often overheard.

3.1.2 Obsolete management model

The Organizational charts of Greek hospitals are governed by a 1987 static statute called the
Single Organizational Hospital Framework. If the management system of a hospital cannot
follow the scientific developments that have occurred in the past twenty five years, then it is
not an exaggeration to call such a system obsolete. The current organizational charts provisions
for staffing needs are based on the number of beds of each hospital (rather than its output).
Departments that are no longer in existence are still officially part of the organization, whereas
others that have come to existence are not provided for. Fundamental operational procedures as
well as written open ended job descriptions are nonexistent. Policies and procedures need to be in
tandem with the law but also need to be specialized at the hospital level since they are affected by
parameters such as the nature of the hospital, the structure of the facility, organizational culture.
A single framework could only be used as a guide. Hospital managers should be allowed to adjust
their organizational charts in order to achieve their budgetary goals, create networks with other
hospitals and other providers, and to achieve economies of scale and speed, in so far as hospital
managers are capable to do so. We will return to this point.

Devolving such “power” to the hospital level brings up a relevant management problem
which has to do with the existing co-management square in Greek public hospitals. In all world
renowned hospitals, there is an open dialogue between management and the leadership of the
medical community. These two sides of the square, which exist in all hospitals, share common
organizational values and goals and strive for clinical excellence within a financially disciplined
environment. This discussion is necessary due to the knowledge imbalance discussed earlier. It is
a cliché but it is also true that hospitals are not factories vis a vis they cannot standardize their
production processes the same way that a car manufacturer can. Improved coordination, however,
is still required in order to achieve economies of speed in hospital output. At the same time, a
physician cannot practice medicine the same way his/her predecessors did half a century ago.
A modern hospital environment is needed and such an environment needs sustainable financial
health. This discussion is being developed in many Greek public hospitals as well. As a result of
political party penetration in almost every aspect of Greek public management, however, one also
observes the two other sides of the co-management square; unionized physicians and unionized
employees. In fact, representatives of both entities have a seat on each governing board by law.
The penetration of public management by both party and union interests is the norm in Greece
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(Carpenter, 2003). The consequences of this penetration are evident in the lack of accountability in
performance results throughout the health sector prior to the memorandum with the troika.

Party penetration is however, evident not only in the union movement but also in selecting
hospital managers and members of governing boards. The problem exists when the criterion of
party membership supersedes the criterion of proven management ability. In these cases, one is
not accountable to one’s Board or to society but to the party.

Insum, due tothe problematic operational parameters that were mentioned, the organizational
model of Greek hospitals is characterized by very little horizontal coordination, and very little
standardization of procedures. Problems are not solved as close to the level where they are created
but rather are forwarded to the highest hierarchical levels in order to avoid accountability. Finally,
staff gets addicted to this non accountability culture of not servicing internal or external clients
which eventually leads to an overall decline of the entire institution.

3.1.3 Human resources management

The most efficient utilization of human resources is of paramount importance in achieving any
desirable result in health care management, especially during an economic crisis where the
available financial resources for health care are rather scarce. Analysts have shed light to the
“black box " relationship between HR and firm performance, always emphasizing the integration of
strategy implementation as the central mediating variable in this relationship (Becker and Huselid,
2006). The evaluation of human resources, however, seems conspicuously absent from the Greek
health policy agenda. The problems in human resources management focus on the following four
parameters: delayed processes of choosing staff, lack of substantive staff evaluation, a culture
of non-accountability, and a steamroller horizontal approach to reward or punishment. Further
analysis of the parameter is not required. The management of human resources is a broader issue
that should concern not only the health care sector but the entire public sector.

3.1.4 Hospital financing-Hospital cash flow

Until recently, the structure of the financing scheme of the Greek health care system was a source
of bureaucracy costs since there were more than thirty social security funds, numerous ministries
involved in the pricing and costing of different goods and services, as well as many others in the
approval of ordering, purchasing and paying for such goods and services. It is self-evident that timely
and adequate financing is the engine of any corporation (public or private). And since resources
are rather scarce, an appropriate cash flow must be ensured which would in turn lead to cost
savings from the current waste without jeopardizing the quality of care. Hospitals are not allowed
to charge freely for their services following negotiations with insurance funds. At the same time,
many medical procedures remain without central prices and the ones that had been priced had
not even adjusted for inflation since the early 1990s. Couple that with the huge bureaucracy cost
of submitting payment forms in different ways for different social security funds, of the numerous
relevant inspections as well as of the convoluted and strict procurement process which in turn
leads to delays in finalizing the different tender procedures and signing contractual agreements
with suppliers, and the bleak picture is complete. The norm is that the hospitals (which are closely
monitored by the Ministry) frequently face financial difficulties due to delays in payments by social
insurance funds. Even during periods of economic growth, such payments were delayed up to five
years from certain funds. This lack of liquidity led in turn to delays in the payments of suppliers who
in turn overpriced their goods and services to account for the financing cost. This entire business
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relationship is unhealthy, allows much room for corruption, is systemically flawed and needs to be
fundamentally altered. Many reforms of the past two years aimed at this target.

4. The memorandum with the troika

I n the past two years, the global economic crisis has led to intense and negative ramifications
on the Greek economy overall and its health care sector in particular. The sector was not
however prepared in any fashion to face such a crisis and therefore health care has been a core
focus of the troika’s agenda. Under the pressures of the memorandum signed by the country and
its lenders, many reforms have taken place greatly improving the overall conditions, especially
in terms of the economic survey and the financial result of hospital management. Measuring the
financial performance of the system was in fact the immediate priority since the achievement
of this self-evident goal was the only means to promoting further improvements to the system.
It is not therefore surprising that in terms to the four themes analyzed earlier, the Ministry's
efforts focused primarily on the fourth theme dealing with the financial management and cash
flow of hospitals.

4.1 Medical subjectivity

The cultural transformation that the medical profession needs to undergo to overcome medical
subjectivity and practice medicine in a collaborative fashion requires both financial and clinical
information. There has not been a significant and systematic effort to either collect the clinical
data required or to engage the medical community in such a process. Overall, one can safely
conclude that given the surrounding financial environment, such a project was not a top priority.
From a normative perspective, one could safely argue that there was enough waste in the system
to allow for policy makers to ignore this parameter in the first instance. It remains, however, the
key reform necessary in moving forward.

4.2 Obsolete management model

There were a number of reforms that took place between 2010 and 2012. The main goals were
the optimum allocation of inputs, the most effective utilization of scarce resources and finally the
more efficient performance of hospitals. There were a number of mergers - the 131 hospitals in
2010 were reduced to 81, the hospitals that were run by the main social security fund IKA also
merged into the NHS, hospital beds were reduced from 46,783 to 36,035 and new organizational
charts were proposed by hospitals (MHSS, 2011). These actions, however, neither changed the
single organizational hospital framework nor increased the management autonomy of hospitals.
The co-management square which we analyzed earlier was also not targeted by any actions and is
to date one of the main problems in the daily routine of a public hospital.

4.3 Human resources management

Given the economic crisis, the social tensions that arose from it and the political history of the
current political system, human resources issues were handled in two basic ways: (a) Horizontal
wage cuts for salaried personnel of all levels and (b) attempts to replace as many of the staff that
left the system due to retirement.
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And whereas 600 physicians and 4,000 nurses entered the workforce in 2011 (MHSS, 2011),
the difficult and pressing questions in human resources management were not tackled. No actual
measures were taken towards introducing personnel accountability, measure performance, and
link such performance to a rewards (positive or negative) system. It is yet another piece of evidence
both of the ways that the political development of public management in Greece has led to great
imbalances that require major changes and of the institutional resistance to such changes.

4.4 Hospital financing-hospital cash flow

As mentioned earlier, this is the one area that was a priority on the political agenda and where
most reforms took place. Admittedly, positive results can be claimed in this area. In terms of
both the financial but also the operational management of hospitals, targets were set, a data
standardization and evaluation process was introduced, and most importantly the communication
between the ministry and hospitals were based on data and actual hospital performance. Some of
the systems improving reforms in this arena, as reported by the Ministry of Health (MHSS, 2011)
include: (a) The publications of balance sheets for all hospitals and the introduction of the double-
entry accounting system, alongside the settlement of hospital debts for the 2005-2009 period, (b)
the improvement of the procurement process with new public tenders being held for the first time
in the past five years, (c) the introduction of unified diagnosis coding (ICD-10) and a new system of
hospital reimbursement based on diagnosis related groups. Perhaps, the most significant measure
was the development of a database at the Ministry (ESY.net) where financial information from all
hospitals was analyzed on a monthly basis.

These efforts resulted in overall reductions in the main hospital expenditures by 21.22% in
2011. The greatest decrease was observed in surgical materials (-40,8%), followed by the reduction
of hospital pharmaceutical expenditures (-23%), laboratory agents (-16%) and finally consumables
(-14.7%). At the same time, and to a great extent because of the economic crisis, the number of
patients who entered the public health care system increased by close to 10% in both years (2010
and 2011 compared to the previous year). Average cost per patient decreased from 1,228 Euros
in 2010 to 1,057 Euros in 2011 (ESY.net, 2011). A criticism has been raised that in the context of
recession and austerity, efficiency (measured as health spending per life-year saved) will generally
increase as spending is lower and hospital admissions rise, making it an incomplete measure of the
performance of the health-care system. Such criticisms, however, miss the key point. The key point
has to do with the ability or the lack thereof of the management to even collect primary data, let
alone reach measurement of analytical variables. Analysts have often pointed out the marginal role
and the low significance that accounting has had in the operations of the Greek national Health
System and attribute it to the historically high politicization that characterized the system that
placed emphasis not on the managerial dimensions of running public bureaucracies but rather
favored political evaluation criteria for public management (Ballas et al, 2004). A strong foundation
has therefore been laid that the system can build upon in the future. When one compares the lack
of management information systems, the enormous amounts of hospital debts, the lack of public
tenders, the overall non-accountability culture that hospital management exhibited up to 2010,
these reforms can be judged as the most significant ones in health care in the past twenty years.

A final note should be added for the introduction of DRGs in late 2011. A number of technical
problems have characterized this effort. It is essential to understand that the movement from a
fee for service system to a DRG system is essential for the financial health of the system. It allows
room for hospitals (public and private) to compete with one another for more efficient production
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of quality services. It is critical in any attempt to level the playing field. The direction has to be
towards improving these DRGs, adjust them to the true costs of Greek health care and utilize them
to promote accountability in the system.

5. Moving forward

A s important as streamlining the financial performance of hospitals is, it is not merely enough
and it is certainly not sustainable if it is not accompanied by interventions in the other three
areas of consideration.

5.1 Medical subjectivity

Overcoming medical subjectivity and moving towards a more collaborative fashion of medical
practice is the direction that the system needs to move towards (Lee, 2010). This requires the
collection of both clinical and financial data, the creation of links between the two and the
measurement of performance of each provider. For all practical purposes the system needs to
move towards a system of dynamic clinical case management whereby a collaborative process
of assessment, planning, facilitation, care coordination, and evaluation of medical treatment is
instituted. In such a model, hospitals will have to develop ways to measure clinical effectiveness
and to link it to financial information on a case by case basis. International clinical protocols
should be utilized and scientific accountability for treatment needs to become the norm. Medical
boards, especially in areas such as oncology need to be instituted which in turn should assist
in compliance of indications in terms of diagnostic procedures, interventional procedures and
pharmaceutical treatment.

Such protocols need to be dynamic because medical care is highly innovative, and medical
innovation generates considerable uncertainty. That famous gold standard, the randomized
controlled trial, is the beginning, not the end of definitive evidence, much of which accumulates
in the course of clinical applications (Gelijns and others, 1998). While researchers meticulously
gather the evidence on which evidence-based medicine reposes, myriad new drugs, devices, and
procedures make their appearance, and evidence on existing ones changes with clinical experience,
leaving clinical managers perpetually a chapter or two behind the class. Evidence — and evidence-
based medicine — have indeed grown and continue to do so dramatically, but uncertainty grows
faster (Brown, 2006). Equally important is that that the way doctors think needs to encapsulate the
possibility of the exception to a well-known best practice that is based on evidence (Groopman,
2008). Therefore, a new equilibrium must be formed which would allow on the one hand for
the flexible application of these protocols and at the same time would account for scientifically
justified exceptions to such protocols.

5.2 Obsolete management model

The reduction of medical subjectivity is closely linked with improved efficiencies and clinical
effectiveness. This will not, however, suffice if the management paradigm of Greek hospitals does not
change to a paradigm of quality. Such a paradigm would in turn require amendments to hospitals’
organizational charts that will not utilize the number of a facility beds but rather the output of each
facility (Ronen, 2006), clear operational manuals with policies and procedures that will be binding at
the hospital level alongside job descriptions which cannot be a matter of negotiations with unions.
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The selection of Hospital managers must be performed by either a headhunter or by a special
task force which will not be prone to party politics and these managers will in turn create two
management teams. The first will be comprised by the Chief Executive Officer (CEQ), the Quality
controller, the Chief operations Officer (COO), the Chief Financial Officer (CFO), the Chief Medical
officer (CMO), the Facility Manager, the Chief Nursing Officer (CNO) and the Chief Information
Officer (CIO) and will be responsible for the strategic plan of the organization. The second will
be the scientific committee of the hospital and would be comprised of section heads under the
leadership of the CMO. It should not be a result of election procedures and will serve as an advisory
Board to the executive team in scientific matters.

5.3 Human resources management

As mentioned earlier, human resources management transcends all arenas of Greek public
management and is in the core of any kind of substantive reform effort. The required actions
need to aim towards a new work ethic where performance evaluation and the creation of
incentives and disincentives for staff would be the norm. In short, the selection and allocation of
staff should be dependent on a clinic’s productivity and clinical effectiveness and not based on
a static number of allocated beds. The merger of low productivity departments needs to also be
considered. The hospital hierarchy must be restored both within the individual department level
but also in the entire organization. “Business Contracts” with explicit goals that are measurable
ought to form the basis of human resources management. Staff evaluation, granting of tenure as
well as participating in reward programs should be linked to the employee performance within
such contracts. Furthermore, each hospital should be responsible for extending and/or removing
“admission rights” from physicians that are non-tenured.

5.4 Hospital financing-Hospital Cash Flow

As mentioned earlier, the engine to any operation including the production of health care is
the financial stability of the institution vis a vis the sufficient financing in a timely manner. This
can be based on the introduction of information systems in all operational aspects (Procurement,
Diagnosis, Pricing etc.), the transformation of the public procurement process towards a centralized
model with a well-developed logistics system and last but not least the improvement of DRGs
alongside the introduction of “pay for performance” schemes.

Numerous studies dating back even to the mid 1980s have shown that the introduction of
DRGs must be closely monitored since it can potentially lead to an exacerbation of hospital cost
inflation (Wennbero, et al., 1984; Rosenthal, 2007). Losses in hospital revenues resulting from
the DRG payment system could be offset if physicians and providers in general modified their
admission and practice policies to produce more profit, well within the current limits of medical
appropriateness. There are a number of analyses in the literature in relation to medical upcoding,
changes in admission practices (Wennbero, 1984), and decreased quality of care (Rosenthal, 2007).
Effective control of such parameters must be on the radar of health policy makers moving forward
with the DRG system. Furthermore, this system is a dynamic one and the DRG costs must be
adjusted annually to account for risk, utilization rates etc. Moreover, if a procedure is not covered,
the cost should be passed on to the patient (either via private supplemental insurance or out of
pocket). Finally, the gradual introduction of pay for performance bonus system whereby hospitals
with good quality (both clinical and financial) indicators would receive additional funds should
enhance hospital efficiency in the utilization of scarce resources.
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Many analysts have presented the need for the introduction of such quality measures both in
the Greek health care system (Theodorakoglou et al, 2000) and abroad (Jencks et al, 2009; Widner
et al, 2008). The gradual introduction of quality measures which would range anywhere from
simple measures such as aspirin or beta inhibitors at arrival all the way to more complex ones such
as 30-Day All-Cause Risk Standardized Readmission Rate Following Heart Failure Hospitalization
(Hospital Quality Alliance, 2012) should go a long way to altering the management culture of Greek
hospitals. And since public hospitals will continue to be pressured to improve their operations
both in terms of resources they use and also in terms of the quantity of their outcomes, a pay
for performance bonus system should account for improved efficiency results. The assessment
of “good players” should entail both the notions of technical and allocative efficiency as they
yield complementary information about the management effectiveness of individual hospitals
(Athanassopoulos and Gounaris, 2001). Such information would refer to the degree of utilization
of production factors, to the particular weight of each factor of production in the formation of the
relative efficiency score, to the utilization level of each factor of production, and to those hospital
units that utilize their factors of production in an optimal way and constitute models for the
exercising of effective management (Katharaki, 2007).

6. Conclusion

he management of the hospitals (defined as the attempt for optimum performance via

appropriate cycles of planning, deciding, evaluating, and reviewing), transcends all the
functional parameters of the production and provision of health services. Tomorrow's public
hospital in Greece demands a new managerial approach. This approach would sufficiently answer
to the main four problematic conundrum of today: the perverse unaccountability of medical
subjectivity, the obsolete management model, the lack of human resources management tools
and the unhealthy financing of hospitals. Tomorrow’s hospital would respect the autonomy of the
medical profession while at the same time would demand scientific accountability, would utilize
modern organizational tools to manage its human resources in order to produce effectively and
efficiently quality services and finally would measure its performance on a case by case basis.

Bibliographical references

Archer K., MacKenzie E., Bosse M., Pollak A., Riley L., (2009), "Factors Associated With Surgeon
Referral for Physical Therapy in Patients With Traumatic Lower-Extremity Injury: Results of a
National Survey of Orthopedic Trauma Surgeons”, Physical Therapy vol. 89 no. 9 893-905.

Athanassopoulos A., Gounaris C., (2001), "Assessing the technical and allocative efficiency of
hospital operations in Greece and its resource allocation implications”, European Journal of
Operational Research vol. 33, Issue 2, p.p. 416-431.

Ballas A., Tsoukas H., (2004), "Measuring Nothing: The Case of the Greek National Health
System", Human Relations vol. 57(6), 61-69.

Becker B., Huselid M., (2006), "Strategic Human Resources Management: Where Do We Go From
Here?", Journal of Management vol. 32 no. 6 898-925.

Braithwaite ., Goulston K., (2004), "Turning the health system 90° down under" The Lancet vol.
364, Issue 9432, p.p. 397-399.



SociaL CoHESION AND DEVELOPMENT [79]

Brown L.D., (2006), "Policy fixes, public funds, and political frustration", Revue francaise des
affaires sociales, 2006/6 no 6, p.p. 315-329.

Carpenter M., (2003), "On the Edge: The Fate of Progressive Modernization in Greek Health
Policy" International Political Science Review vol. 24 no. 2 p.p. 257-272.

Clance C., (2009), "One Decade after To Err is Human" Patient Safety and Quality healthcare, p.p.
8-10.

Dartmuth Atlas of Health Care, www.dartmouthatlas.org.

Economou Ch., (2010), "Greece: Health System Review. Health Systems in Transition" European
Observatory on Health Systems and Policies vol. 12, no. 7.

Ellerbeck E., Engelman K., Williams N.J., Nazir N., Markello S., (2004), "Variations in Diabetes
Care and the Influence of Office Systems", American journal of medical Quality vol. 19 no 1
12-18.

Fiscella K., Franks P., Gold M., Clancy C., (2000), "Inequality in Quality" JAMA 2000,;283(19):
2579-2584.

Freburger J., Holmes G., (2005), "Physical Therapy Use by Community-Based Older people", PT
Journal 85:19-33.

Gelijns A.C., Rosenberg N., Moskowitz A.]., (1998), "Capturing the Unexpected Benefits of
Medical Research" New England Journal of Medicine vol. 339(10):693-698.

Groopman J., (2008), How Doctors think, Boston and New York. A Mariner Book, Houghton
Mifflin Company.

Hellenic Ministry of Health. Esynet health data 2012. Athens: Ministry of Health, 2012.
Hospital Quality Alliance (2012), www. hospitalqualityalliance.org
Institute of Medicine, (2000), To Err is Human, Washington DC National Academy Press.

Jencks S. et. al., (2009), "Rehospitalizations among Patients in the Medicare fee for Service
Program", New England Journal of Medicine vol 360, 1418-1428.

Katharaki M., (2007), "Approaching the management of hospital units with an operation
research technique: The case of 32 Greek obstetrics and gynaecology public units" Health
Policy vol. 85 (1), 19-31.

Kyriopoulos J., Tsalikis G., (1993), "Public and Private Imperatives of Greek Health Policies" Health
Policy vol. 26(2):105-17.

Lee T., (2010), "Turning Doctors into Leaders" Harvard Business Review vol. (4) p.p. 51-58.

Liaropoulos L., Tragakes E., (1998), "Public/private financing in the Greek health care system:
Implications for equity" Health Policy vol. 43, Issue 2, Pages 153-1609.

MHSS (2011), Report to Troika, Athens, Ministry of Health and Social Solidarity.

Maarse H., (2006), "The Privatization of Health Care in Europe: An Eight-Country Analysis Journal
of Health Politics" Policy and Law 31(5): 981-1014.

Matsaganis M., (2011), "The Welfare State and the Crisis: The case of Greece" Journal of
European social Policy vol. 21 no. 5 501-512.

Meredith B., Rosenthal M.B., (2007), "Nonpayment for Performance? Medicare's New
Reimbursement Rule" N Engl ] Med, 357:1573-1575.



[80] KoINQNIKH ZYNOXH KAI ANANTYZEH

Minogiannis P., (2003), European Integration and Health Policy: The Artful Dance of Economics
and History, Transaction Press. New Brunswick NJ.

Mossialos E., Allin S., Davaki K., (2005), "Analyzing the Greek health system: A tale of
fragmentation and inertia" Health Economics 14:151-168.

Nikolentzos A., Mays N., (2008), "Can existing theories of health care reform explain the Greek
case (1983-2001)?" Journal of European Social Policy vol. 18 no. 2 163-176.

OECD, OECD health data 2010, Paris: OECD, 2010.

OECD, OECD health data 2008, Paris: OECD, 2008.

Oikonomou N., Mariolis A., (2009), "Three trends that undermine the Greek health system: is
there a way out?", Eur ] Gen Pract, 15: 67-68.

Oikonomou N., Tountas Y., (2011), "The Greek economic crisis: a primary health-care
perspective" The Lancet, vol. 377(9759), p.p. 28-29.

Oliver A., Mossialos E., (2005), "European Health Systems Reforms: Looking Backward to See
Forward?", Journal of Health Politics, Policy and Law, vol. 30, Number 1-2: 7-28.

Ronen B., (2006), Focused Operations Management for Health Services organization, Jossey-Bass.
San Frandisco.

Schmid A., Cacace M., Gotze R., Rothgang H., (2010), "Explaining Health Care System Change:
Problem Pressure and the Emergence of “Hybrid"" Health Care Systems Journal of Health
Politics, Policy and Law 35(4): 455-486.

Siskou 0., kaitelidou D., Papakonstantinou V., Liaropoulos L., (2008), "Private health
Expenditures in the Greek health care system: Where truth ends and the myth begins",
Health Policy, vol. 88 (2-3), 282-293.

Theodorakioglou Y., Tsiotra G., (2000), "The need for the introduction of quality management
into Greek health care”, Total Quality management vol. 11 (8), 1153-1165.

Tountas Y., Karnaki P., Pavi E., (2002), "Reforming the reform: the Greek national health system
in transition" Health Policy vol. 62 (1), 15-29.

Tountas Y., Stefannson H. and Frissiras S., (1995), "Health reform in Greece: Planning and
implementation of a national health system" Int. J. Health Plann. Mgmt., 10: 283-304.
Tountas Y., Karnaki P., (2005), "The “unexpected” growth of the private health sector in Greece"

Health Policy 74: 167-180.
Weiss K., Wagner R., (2000), "Performance Measurement Through Audit, Feedback, and Profiling
as Tools for Improving Clinical Care" CHEST vol. 118 no. 2 suppl 53S-58S.

Wennberg D., (1998), "Variation in the Delivery of Health Care: The Stakes Are High", Ann Intern
Med vol. 128:866-868.

Wennberg ]., Gittelsohn A., (1973), "Small Area Variations in Health Care Delivery A population-
based health information system can guide planning and regulatory decision-making"
Science vol. 182 (4117), p.p. 1102-1108.

Wennbero J., John E. McPherson K., Caper P., (1984), "Will Payment Based on Diagnosis-Related
Groups Control Hospital Costs?" N Engl ] Med 311:295-300.

Widner T., Gallant M., (2008), "A Launch to Quality" Quality Progress vol. 2, p.p. 38-43.



BiBA1okprukés | Book Reviews [l

Kowvwvikn Luvoxn kar Avanwén 2012 7 (1), 81- 85
Social Cohesion and Development 2012 7 (1), 81-85

Dermot Hodson,
Governing the Euro area in good times and bad,
Oxford University Press , Oxford 2011

S ince the onset of the sovereign debt crisis in Europe, some observers and policy makers
alike have argued that the solution to the current crisis may be to deepen economic policy
coordination in order to save the euro while other observers are much more negative and they
argue that the euro is doom to fail. This book shields some light to this debate by assessing the
governance of the Economic and Monetary Union (EMU) from the launch of the Euro in 1999 until
the emergence of the sovereign debt crisis in 2010.

The author starts by reminding readers that EMU represents a significant departure point from
the traditional EU decision making process, the Community method, in which the Commission
makes a proposal and the Council and the European Parliament debate on it. Under EMU,
monetary policy is delegated to a newly created supranational institution, the European Central
Bank (ECB), which has the first and final say over the definition and implementation of monetary
policy. By contrast, economic policy relies on a decentralized approach in which Member states
are ultimately responsible for implementing their own economic policies. Member state must,
however, follow the broad economic policy guidelines (BEPG) set out by the Commission and the
Stability and Growth Pact (SGP). However, countries that breach these goals face no more than
non-binding recommendations for the most part, although financial penalties and fines can be
employed in extremis.

The book aims to answer three specific questions surrounding the current debates about the
governance of the euro area in particular and the EU in general: Is the single currency sustainable
in the absence of a more centralized approach to economic policy? What conclusions can be
drawn from EMU about the search for alternatives to the Community method? What lessons can
be learned from the euro area’s external relations for the EU’s ambitions to be a global actor in its
own right? To answer these questions the book starts by first focusing on the role of the ECB and
the Eurogroup. It then analyzes the role of the Stability and Growth Pact and the BEPG. Finally, it
looks at the external impact of EMU in the G20 and IMF decisions and in EU bilateral dialogues on
macroeconomic policy with emerging economies.

Regarding the ECB the author finds that, contrary to some rational choice literature that
argues that EU institutions are “competence maximizers” and thus would prefer more Community
method in policy making, the ECB has proved to be reluctant do so. The reason for this, it is argued,
is that the Bank’s preference for “more Europe” is contingent on its overriding commitment to
price stability. The author justifies these findings by looking at the cases of anti-fraud policy, the
ECB views on the debates for establishing a Constitution for Europe between 2002 and 2003
and the role of the bank towards financial supervision and further economic policy coordination.
Regarding the latter, one of the most interesting findings is that ECB officials appear to be against
further economic governance where this is perceived to be a threat to price stability. This is
consistent with the author’s findings regarding the other institution tailor-made for the euro-
area, the Eurogroup, composed of euro area finance ministers. In this case, the ECB has been
systematically against providing this group with more oversight on economic policy coordination
because of fear that this would threat price stability.
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While the findings regarding the ECB and the Eurogroup are interesting, the author does not
clearly explain his selection of the cases used to illustrate the findings. This may lend itself to some
questions regarding the applicability of the findings.

The chapters dedicated to the Stability and Growth Pact and the Broad Economic Policy
Guidelines are one of the most interesting in the book as the author challenges some well-
established institutional analyses that claim there is a specific link between electoral regimes and
budget outcomes. Specifically, analysing the Stability and Growth Pact, the author finds that while
political institutions affect budget institutions, it is not always true that member states electing
single-party majorities that tend to “delegate” control of the budgetary process to powerful
finance ministers have a harder time to comply with fiscal discipline than countries that elect
broad coalition governments and that must rely on numerical rules or other types of “contracts”
to enforce fiscal discipline.

While the author agrees that, in general “contract” states fare better in respecting the rules
of the Stability and Growth pact, as he shows in the case of the countries that triggered an Ecofin
recommendation to end excessive budget deficit, he argues that some cases do not fit nicely in
this picture. He illustrates this point by highlighting the cases of Spain, Ireland and Austria, typical
“delegation” states that achieved a remarkable degree of compliance with the Stability and Growth
Pact rules from the late 1990s until the onset of the current financial crisis in 2007. The author
argues that a possible explanation to this “puzzle” is that “delegation” states that had more
stringent fiscal rules had a better time to comply with the Stability and Growth Pact. Using data
from the Commission’s index of fiscal rules he finds some support for his claim as the data shows an
increase in the scores for the three countries since the late 1990s, especially in the case of Spain.

One insight from this chapter, and that the author forgets to mention, is that there could
be room for further econometric analyses, which could better test his assumption that domestic
stringent fiscal rules may have an impact on member state compliance with the EU fiscal rules.
This would provide further evidence and insight for the growing literature on domestic institutions
and budget outcomes.

The chapter on the Broad Economic Policy Guidelines (BEPG) is equally significant regarding
the insight that it provides. The author finds that such economic guidelines, which are overarching
objectives for the economic policies of member states adopted by the Economic and Financial
Affairs Council (Ecofin) upon recommendation from the European Commission, suffer from
serious structural shortcomings. First, they lack a credible sanctioning institution. While the treaty
article regulating the BEPG stipulate that member states should exercise “peer pressure” and
make non-binding recommendations to other members who breach the BEPG, in practice policy
makers have not wanted to issue such recommendations for fear of triggering a political backlash.
Similarly, there is quite a lot of uncertainty regarding the specific content of such non-binding
recommendations. Finally, BEPG sanctions may have little currency in domestic political arenas
unless the Government's opposition forces support such sanctions.

The author illustrates his findings by using the case of Ireland in 2001, when the Ecofin
criticized the Irish budget for pushing tax cuts and capital expenditure increases that were seen as
not necessary given the benign economic environment. This move generated a political backlash in
Ireland with the finance minister criticising the move and receiving strong popular support. Equally,
the Commission’s reprimand of Greece for breaching the BEPG in February 2010, unleashed a
significant wave of strikes and protests. However, in this latter case, it is not completely clear
whether the wave of strikes and protests were generated by the Greek Government’s decision to
freeze wages or by the Commission’s actions.
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Notwithstanding some shortcomings, the main insight of this chapter is that other “peer
pressure” mechanisms, most notably the Open Method of Coordination, lack from the same
problems regarding sanctioning criteria and lack of participation by key stakeholders for fear of
generating a political backlash. This may point towards the need for more comparative research
that illustrates on cases in which the BEPG and the OMC have been used.

The last two chapters analyse the role of the EMU at the international level. The main issue
here is that the treaties that led to EMU are unclear in specifying who is in charge for EMU's
external representation. The main finding of the chapters is therefore that in cases in which
there is agreement among member states in international forums, EU members states have been
successful in forging an international consensus on policy responses to the current financial crisis,
such as in the meetings of the G20. By contrast, the case of Greece since 2010 illustrates that deep
disagreement among euro-area members made necessary to call the International Monetary Fund
(IMF) to rely on its “expertise” in dealing with countries’ fiscal crises. While the author is right
in pointing out that euro-area members, especially France and Germany, have had a significant
degree of influence in the package of measures negotiated since 2010 with Greece, this case also
marks the limits of EMU influence at the international level.

The author is perhaps too quick to conclude that EMU’s decentralised approach to economic
policy coordination is here to stay. In this sense, it may be interesting to discuss further the
European Commission’s proposals on EU economic governance drafted in 2010. While this
is still a subject of negotiation, the author is right in pointing out that the proposals do not
alter the EMU'’s decentralised approach to economic policy since member states will still be in
charge of implementing economic policies. The main difference is that the proposals set out
more stringent budget requirements than in the SGP. In addition, they even contemplate some
pecuniary sanctions against non-complying member-states. However, given the recent failure of
some member states to comply with the SGP and the reluctance to use peer pressure mechanisms
such as those contemplated in the BEPG and the OMC, as illustrated in the book, how likely is
that the new set of rules for economic policy coordination will work? More broadly, how likely
is EMU to weather successfully the current financial crisis that has affected some of its members
and put them on the verge of exiting the Euro?

Overall, this book is well structured and the chapters seem to address well the research
guestions set out at the beginning. The author relies on a significant amount of well selected
primary and secondary sources and the book is a good contribution to the academic literature
on the functioning of the EMU since the launch of the Euro. As such, it will be of interest to
academics and practitioners interested in the role of EMU institutions and economic policy
coordination in euro-area countries.

Leandro N. Carrera,
Pensions Policy Institute and London School of Economics, UK



[84] KoINQNIKH ZYNOXH KAI ANANTYZEH

Kroger Sandra,

Soft governance in hard politics. European coordination
of anti-poverty policies in France and Germany,

VS Verlag Fuer Sozialwissenschaften, Wiesbaden 2008

I n the context of the current economic and financial crisis, the debate at EU level revolves
primarily around the economic governance architecture, crisis management and prevention
in the euro-area, while the "Europe 2020’ strategy and its social goals have been put on the side-
lines. Yet, it was only a decade ago —with the launch of the Lisbon strategy- when EU leaders
were inaugurating a new era for European social policy. A basic component of the (then new)
strategy was the Open Method of Coordination (OMC), a new governance tool based on the moral
and political commitment (in contrast to the traditional Community method) and the voluntary
collaboration of actors participating in the process. Despite the concerns raised in relation to its
actual impact at national level and its strength as an instrument of Europeanisation, the significant
number of publications on the subject —inversely related to its actual weight one could argue- allow
us to draw conclusions on the method itself. More importantly, though, these analyses provide
useful insights as to the future direction of social policy which could be of particular relevance and
importance in the present context.

The book of Sandra Kréger focusing on the OMC in the field of social inclusion provides an
insightful contribution to the OMC literature. Based on extensive variable-based research, Kréger
aims at assessing the extent at which the OMC/inclusion has contributed to the goals of effectiveness
(through mutual learning and monitoring) and legitimacy (through the participation of all relevant
stakeholders) in France, Germany and at EU level through an examination of its implementation.
The book comprises seven chapters. The first —introductory- one presents the poverty debate at EU
level and the way this has been framed over the years through a narrative of the major steps in the
development of European social policy, while placing particular emphasis on the Lisbon process and
the OMC. A brief reference is also made to the main actors involved in the process (both state and
non-state ones). The second chapter discusses questions of effectiveness and legitimacy (central
to the book’s analysis) by placing them in the framework of the different theories regarding the
evolution of the European integration process. The third chapter presents the research framework
of the book. It starts by highlighting the shortcomings of the OMC literature and proceeds in the
operationalization of effectiveness and legitimacy (in the context of the OMC) through a set of
evaluation criteria (namely the precision of information; the organizational capability building;
monitoring; receptivity of the OMC by involved actors; representation; accountability). The chapter
also provides a justification for the choice of policy field and of the countries under study. In
relation to the latter, Kroger supports her choice —which has been missing from the introductory
chapter- on the basis of the ‘most different case design’; as argued by the author ‘France and
Germany are guided by different rationales, norms and institutions, rendering the comparison of
the two member states a worthwhile enterprise’.

The following three chapters-constituting the core part of the book- focus on the
implementation of the OMC/inclusion at national and EU level as well as its evaluation by the
actors involved in the process. An in-depth analysis is provided based on the evaluation criteria
set in the previous chapter. Notwithstanding the differences found in the implementation of the
OMC/inclusion in the countries under study, the analysis leads to a rather pessimist conclusion with
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regard to the method’s capacity in the Europeanisation of anti-poverty policy, leaving negative
integration unchallenged while foreclosing the possibility of supranational learning, despite its
intentions. The final, concluding, chapter summarises the main findings drawn from the previous
analysis. The resistance on the part of member states regarding the development of a European
anti-poverty policy (corroborating the findings of other research regarding the limitations of
the OMC) helps to explain the limited dynamics and the draw back during the revision of the
Lisbon strategy. As Europeanisation is a two-way process limited uploading also meant limited
downloading, even though EU-level dynamics have been stronger when compared to those at
member state level. Overall, the book offers a well-researched comparative analysis of the OMC in
France, Germany and EU-level.

With the benefit of the hindsight, as the book has been published in 2008, the issues raised in
relation to the political economy of the OMC/inclusion and the EU more broadly acquire particular
importance. The concern expressed by the author regarding the OMC's inability to contribute to
the Europeanisation of anti-poverty policies, thereby diverting the attention away from a discussion
on the structure of welfare states have resulted in social issues being further marginalised in
the context of the current crisis and the dominance of the economic discourse at a time when
Europeans are in need of a stronger and not weaker welfare state.

Marina Angelaki
Panteion Univerity, Athens
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6-8.000 Aé€ewv, oupneptAapBavopévay Twv NEPIAAYPEWY KAl avapopwy. Ta XEIPOYPAPad TwV
GpBpwv nou anoppintovtal dev ematpépovial.

MNa us avapopés xpnolponoleital o ouotnua Harvard. O1 avagopés oto keiyevo nepidapBévouv
10 ENWVUO TOU OUYYPAPEa Ka To €1os ékdoans tns dnpoaieuons, n.x. (Esping-Andersen, 1990,
Kleinman and Piachaud, 1993). O1 dueoes avagopés npénel va Ofvouv kat tov apiBud tns
0eNibas 1 twv oeMdwy, n.x. Ferrera et al., 2002: 230. Ze nepintwon NERIOOOTEPWV AVAPOPWDV
Tou ib1ou ouyypagéa yia to 610 €tos, npénel va xpnalponoieital n Sidkpion pe a, B, y K.AM.
yia 1o €tos. O1 BiBMoypagikés avapopés (0x1 BiBAoypagia) kataxwpouvialr arpaBnuké oto
T€A\0s ToU Kelpévou. MNapakahoUvial o1 cuyypaels va emperouvial tnv akp1Bh aviotoixnon
TWV aVaPOPWY TOU KETUEVOU HE ToV aApaBnTiko Katdhoyo twv BiIBAIoypapikhy avapopiy oto
T€A0s TOU Kelpévou kal to aviiotpogo. H avagopd os BiBAa npénel va ivel 1o dvopa tou
oUYYPaQéa, o €tos ékdoans, Tov Ti\o tou BiBAiou, tov 1dno ékdoons kal tnv enwvupia Tou
exkdoukouU ofkou. M.x. Scharpf F, (1999), Governing in Europe: Effective and Democratic? Ox-
ford: Oxford University Press. H avagopd apBpwv o nepiodika npéner va bivel topo, Teuxos,
0ghides, KaBws kar tov TTho tou ApBpou ce anAd eloaywyikd. Na napddeypa: Atkinson A.B.,
Marlier E. and Nolan B., (2004), “Indicators and Targets for Social Inclusion in the European
Union”, Journal of Common Market Studies 42: 47-75. Ava@opés ag KEPAAQIQ GUAOYIKDV
TOPWY KATAXWPOUVIAT [E TOV TITAO TOU KEQaAaiou og anAd e10aywyikd, akodouBoupevo and tov
OUYYPAMEQ Ka1 TOV TITAO TOU OUNOYIKOU tépou. T.x. Leibfried, S. and Pierson, P. (1995) “Semi-
sovereign Welfare States: Social Policy in a multitiered Europe”, in: Leibfried S. and Pierson P,
(eds), European Social Policy: Between Fragmentation and Integration, p.p. 43-77, Washing-
ton D.C.: The Brookings Institution. O1 titho1 twv BiBAIwv kan nep10dIKwY ypapovtal pe nAdy1a
ypdupata. Zuviotdtal o1 neEnynpatiKEs ONPIEICOEIS va givan o1 ehdxiotes Suvatés. Edv kpivoviar
anapaftntes, 1ote npénel va ap1Buouvial oto Keipevo kar va napatiBevian oto 1€hos tou apBpou.
Enions, oto thos napatiBevian kar o1 wxov suxapioties. ApBpa nou dev cupBiBalovtar pe us
napanavw odnyies EMOTPEPOVIAT GTOV CUYYPAPED yia TNV avéAoyn NPocappoyn.

Ta npos kpion-napouaiaon BiBAia anootéMovtar otov Avdpéa Mooxovd, otn dielBuvon
ToU €kbOTIKOU OfKOoU.

H EmBewpnon Kowvwvikn Luvoxn kar Avantu§n kukAo@opei U0 QopEs Tov xpovo, tny
dvoign kai 1o pBivonwpo.

Exidetar and tnv Emaotnpovikn Etaipeia yia tnv Kovwvikh Zuvoxn ka1 Avantuén,
EKTUNMVETAT Kot d1avépetal ano us Ekdooels A1dvikos, BepiotokAéous 42, Abnva, 10678,
A /pat: 210 3801777, e-mail: dionicos@otenet.gr.
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