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Health care reforms and the crisis

Introduction

The recent crisis has allowed European policymakers — national and
supranational — to propose unprecedented levels of social spending cuts.
The health sector has become an easy target for cost containment, due to
its size and potential for improved efficiency (Baeten and Thomson 2012).
Moreover, EU-level policymakers have increasingly engaged with health care
issues. The Memorandums of Understanding signed by the Troika (that is, the
European Commission, European Central Bank, and International Monetary
Fund) with Greece, Ireland, Cyprus, Portugal, and Romania contained
detailed instructions for health system reform, subject to quarterly reviews.
But EU guidance is becoming more widespread for other Member States as
well. Country-specific Recommendations on health and long-term care have
increased both in number and in their level of detail (Baeten 2013; Baeten and
Thomson 2012).

And yet, concerns about the trends, levels, and efficiency of health spending
largely predate the recent crisis (European Commission 2011; Wendt and
Thompson 2004). Key drivers for expansion range from technological progress,
population ageing, and increasing demand, to the very way health systems are
organised (OECD 2010). While these developments all point to the need to
regain long-term financial sustainability, reforms might also be ideologically
driven and seek a reallocation of responsibilities among health stakeholders
(Mladovsky et al. 2012a; Okma et al. 2010). Cuts to public spending on health
may thus come at a time when more — not fewer — resources are required, for
instance to cope with the adverse effects of unemployment and population
ageing on public health (Baeten 2013; HOPE 2011; European Commission
2011). Against this backdrop, what can be said about the most recent reforms?
How do they fit into the picture? What is driving them and what should be
expected from the post-crisis health agenda?

The present project deals with this topic by analysing the policy changes that
have occurred since 2008 in 10 EU Member States. The main focus is on
changes in the allocation of responsibilities for health care financing, provision,
and regulation (Wendt 2009; Wendt et al. 2009; Moran 1999; 2000), brought
about by processes of privatisation/re-nationalisation, reorganisation, and
liberalisation/re-regulation (see Bohm et al. 2012; Mladovsky et al. 2012a;
Okma et al. 2010). Particular attention is paid to the role and effects of the new
economic governance instruments of the EU, especially CSRs and — where
applicable — MoUs. The final aim is to observe whether health care reform
patterns in the EU show signs of convergence, divergence, or clustering,
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discussing their effects on the evolution and structure of health systems and
system clusters in the region (Bohm et al. 2012; Wendt 2009).

The report is structured as follows. Section 1 provides an essential conceptual
and methodological framework. Section 2 discusses the role of the EU and
EU governance in domestic health reforms since the global crisis. Section 3
provides an in-depth illustration of the main reform trends across our ten
country cases, focusing on the three health system dimensions of financing,
provision, and regulation. One last section draws a number of comparative
conclusions and indications for further research.
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1. Conceptual framework and
methodology

Health systems across Europe are in a state of flux. Technological progress,
cultural and political transformations, and radical changes in the guiding
principles of government intervention and public administration have put
traditional health models to the test. Over the last three decades at least,
postwar health care systems have had to run just to stand still; despite
continual evolution, they have struggled to keep up with the ever-changing
demands of society. What is more, they have done so while having to cope with
increasing constraints on their long-term financial sustainability. The recent
global economic crisis, in its various iterations, and the ensuing agenda of cost
containment and austerity have further restricted the room available to fulfil
— or even accommodate — these partly conflicting ambitions (see Pavolini,
Palier, and Guillén 2013 for a discussion).

The result has been to add further intricacy and nuance to one of the most
institutionally and organisationally complex sectors of advanced welfare
states. What one can discern by looking at recent trends is a rich and
ambitious agenda where very technical parametric reforms co-exist with
grand, ideologically driven projects of systemic overhaul (Cylus et al. 2012;
WHO 2013). The overall policy direction certainly suits a market-liberal
and neo-liberal approach to public services, with increasing emphasis on
decentralised decision-making, private provision, and patient choice. At the
same time, however, the big picture is hardly one of clear-cut convergence
towards a unique European or Western model. Neither is it one of persisting
divergence, where traditional models simply keep growing apart, building on
their respective philosophies and legacies (Montanari and Nelson 2013; WHO
2000). Instead, processes of diffusion, learning, national and supranational
interplay, and domestic political dynamics are all entwined, interacting in a
context of slow growth and hard budget constraints, which is occasionally
perturbed by unpredictable exogenous shocks (Gilardi et al. 2009; Karanikolos
et al. 2013). So, where are European health systems heading? What can we
expect from 21° century health policy in the very cradle of the welfare state?

Recent health care reforms across the EU provide an excellent opportunity
to start tackling these complex questions, seminal for the future of European
societies. On the one hand, they have produced noticeable transformations in
many aspects of domestic health care systems (see Pavolini and Guillén 2013;
Mladovsky et al. 2012b; OECD 2012; Hassenteufel and Palier 2007), including
but not limited to the following dimensions: provision of services; access
and coverage; governance and regulation; provider-purchaser relations; and
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employment and working conditions. On the other hand, they have testified
to the complex interaction that exists between the efforts at the EU level to
influence national policy-making, the fiscal and institutional legacies of past
policy choices, and domestic political and government dynamics (Baeten
2012; Baeten et al. 2010; European Commission 2011; Gilardi et al. 2009).

The present report attempts a first step towards updating the empirical
accounts of recent health care trends and better understanding whether and
how health systems across the EU are becoming “Europeanised”. It does so by
looking at the content of the reforms undertaken over the last five years in a
representative sample of ten EU countries: France, Germany, Greece, Ireland,
Italy, Lithuania, the Netherlands, Romania, Sweden, and the UK-England. It
also tries to assess the degree of the EU’s leverage (effective or potential) over
national reform patterns, through the critical juncture created by the impact
of the global crisis.

The report explores the issue of convergence/divergence among national
systems by considering existing variations (the diversity of the so-called
models or “regimes”), by considering different dimensions of reform, and
by looking out for clusters of countries that can be said to be reforming in
similar ways. We are also aware that health policies are defined differently
across different national contexts, especially as far as the integration between
health and long-term care is concerned. Such a divergence crucially affects
the way problems are defined and reform agendas formulated at the national
level. In order to maximise our ability to understand national reform
patterns, we will not define health care once and for all, but remain attentive
to national policy specificities. In terms of reform dimensions, our approach
follows the most recent literature (Pavolini and Guillén 2013; Rothgang et
al. 2010) in conceptualising health systems as tri-dimensional structures
consisting of financing (e.g. reimbursements, user charges), provision (e.g.
coverage, privatisation), and regulation (e.g. change in governance systems,
liberalisation). Accordingly, it asks whether the sphere (state, society, or the
market) that used to be mainly responsible for each dimension has been
changed or challenged in the process.

In the following subsections we will elaborate on the main building blocks of
our approach.

1.1. Research questions and analytical framework

Two main questions emerge from the considerations and research interests
advanced above:
— What are the main recent trends in HC reforms in the EU?
— Do wesee convergence, persisting divergence, or the emergence
of new HC regimes?
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Both can be further specified by two more questions. Concerning the first, we ask:
— How are the challenges posed by the crisis being addressed?
— Can conceptualizations of the respective role of the EU and domestic
level be disentangled? If so, how do they impact the reform process?

Concerning the second, we ask:
— Which role for state/society/market is emerging in the financing,
provision, and regulation of 21% century European health systems?

In order to answer these questions, we start by conceptualising the process
of health care reform as mainly driven by three “proximate” factors: the
EU’s efforts and opportunities to influence national reform processes (that
we henceforth call “EU leverage”), domestic reform agendas, and policy
legacies tracing back to the original health system regime (see Figure 1).!

Figure 1 A conceptualisation of the health care reform process

“EU leverage"

CRISIS

v \ Policy change:
: Pre-crisis Post-crisis Regulation
HCS "Regime" fm——>p| { . . .
g reforms 2| reforms [ Financing
A Provision

Domestic
reform agenda

Source: own elaboration by the authors

In a nutshell, we see policy changes in the three dimensions above as the result
of active efforts by national and supranational policy-makers, who intervened
in the institutional dynamics within the old policy regimes. Here we refer to the
prominent neo-institutionalist approach to the study of welfare state genesis
and reform, and in particular to its historical variant (Esping-Andersen 1990;
Immergut 1992; Pierson 2000; Hacker 2004; Thelen and Streeck 2005; Bonoli
and Natali 2012; on historical institutionalism see Steinmo 2008). Furthermore,
we assume that the “EU leverage” and domestic agendas are mutually related,
with no pre-determined causal direction. We owe this intuition to Borzel
(2002) and Schmidt (2002) and, more generally, to a rich literature on the
“Europeanisation” of domestic and social policies (Featherstone and Radaelli
2003; Ferrera 2005; Graziano and Vink 2007; Saari and Kvist 2007; Hemerijck
2013; on health care see Baeten et al. 2010). Finally, taking a longer-term
perspective, we see that entwined processes at the EU and national level have
affected health care policy trends since before the crisis.

1. Among the “remote” causes one should certainly include the structural, technological,
cultural, and ideological changes mentioned in the introduction. However, since these
fall out from the scope of this report, we have excluded them from the figure, focusing on
“proximate” causes alone.
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As Pierson (2004) and other historical neo-institutionalists recommend, we
take institutional legacies as the strongest of the three causal drivers. Health
care systems, we contend, do change and adapt over time, but routinely do so
in a path-dependent, historically bound way. In our conceptualisation, path
dependency stems from the great historical junctures in which the guiding
principles and core architecture of national health systems were determined.
Analytically, this is best understood as the health care “model” or “regime” that
gained a foothold in each country between the late 1940s and the mid-1980s
(the bold arrow in the above figure). Then, in a second step, the health systems’
path-dependent evolution continued through the pre-crisis reforms that, since
the early 1990s and up to the crisis, updated or renewed the original models.
While not the only contributing factors, past policy choices, achievements, and
failures fundamentally constrained the fate and content of those reforms.

To be sure, the innovations adopted before the crisis were not a product of past
choices alone. They rather resulted from domestic reform agendas and from the
leverage acquired by the EU, for instance through monetary integration and the
Social OMC (De la Porte and Pochet 2002; Saari and Kvist 2007; Marlier and
Natali 2008). We account for the impact of the two levels of government, as
shown by the scholarly debate on Europeanisation. First, we do not see domestic-
EU relations as entirely bottom up or top down, but as reciprocal and entwined
(Borzel 2002). The complexity and scope of EU processes, the presence of “fits
and misfits” between national legacies and supranational requests, and the
agency of domestic policy-makers — shifting the blame for unpopular reform
onto Brussels, including those reforms they actually seek — all contribute to
displacing more simplistic accounts. Secondly, we also acknowledge that the
EU leverage on national policy-making was initially weaker than the effects
of domestic politics. As argued by Schmidt, in fact, the influence of the EU is
mediated by a number of national factors: policy legacies (the bold arrows in
the scheme), features of the domestic agenda (preferences and the prevailing
discourse), and, even more so, national levels of politico-institutional capacity
and economic vulnerability (Schmidt 2002: 899).

Following Schmidt, we interpret the global crisis of 2008 as an exogenous
shock, able to modify the three causal factors in their relative strengths. For
heuristic purposes, we posit that the crisis has weakened path-dependency,
widening the scope for more widespread and innovative transformations. This
point will be empirically qualified in the conclusions. In the face of mounting
problems and pressure, institutional constraints faltered, whereas the EU and
the domestic agendas acquired greater and more equal sway. In particular,
we stress that the reinforcement of EU economic governance and the
mainstreaming of EU-MS interactions within the framework of the European
Semester have greatly empowered the “EU leverage” factor. The comparative
analysis will help to ascertain whether or not, due to these recent changes, the
EU agenda is now as influential as national domestic agendas.

Following this line of reasoning, we proceed to present the three main

components of our approach. First, we rely on the so-called “Rothgang-Wendt
typology” (henceforth RW-typology) to conceptualise trends and outputs of
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health care reform (Wendt et al. 2009; Rothgang et al. 2010; Bohm et al.
2012). In our view, the RW-typology is the most suitable for systematically
assessing — and potentially measuring — fine-grained policy changes over a
very short time span. As far as policy legacies are concerned, we will show that
our selection of ten cases well represents the variability of health care models
that characterizes the EU. Furthermore, as discussed above, our analysis will
pay attention to the two decades before the crisis in order to characterise
each country’s “pre-crisis” reform patterns. Finally, we will elaborate on the
concept of “EU leverage” by means of a straightforward index capturing the
EU’s efforts and chances to influence domestic dynamics.

Given the limits and the focus of the present exercise, we leave a whole set of
domestic political variables as a country-specific “residual” to be disentangled
by further research.

1.2. Assessing health reforms: the RW-typology

As suggested by Marmor and Wendt (2012), health care systems studies can
be grouped along two axes: consideration of health outcomes and focus on the
role of institutions and actors, or rather, the description of how health systems
are organised. Our present attempt does not address outcomes directly,
not least because of the novelty of the reforms under scrutiny. Concerning
the second distinction, our characterisation of recent policy trends belongs
to the first type of studies: since we look at the changing distribution of
responsibilities within the health system, actor-centred frameworks such as
the RW-typology (but see also Moran 1999) are ideally flexible and suitable
for the task. Alternative or more refined approaches, such as in Joumard et al.
(2010) and Paris et al. (2010), seemed instead too complex and in-progress to
be used in the context of this report, especially looking at the quantitative side
of their analytical framework.

The RW-typology (see the Appendix, sections A and B) focuses on which actors
or mechanisms of coordination (public actors/hierarchies; societal
actors/collective negotiations; private actors/markets) govern the
functional dimensions upon which health care services rest: regulation,
financing, and provision.? Based on earlier works by Moran (2000)
and Rothgang et al. (2005), the RW-typology contributes to health care
studies with a deductive taxonomy of 27 cases. This taxonomy enlists all the
conceivable combinations (3x3x3) of the three actors/mechanisms and the
three health care dimensions. Besides its theoretical merits, the RW-typology
is useful to empirically assess the systemic impacts of seemingly minor
reforms and even as a preliminary step for studying convergence, divergence,
or clustering trends within the EU (Bohm et al. 2012; Hacker 2009). Likewise,
it was employed in comparative (Schmid und Gotze 2009; Schmid et al. 2010;

2. Following this line of reasoning, regulation — for instance — is classified as “societal” when
the statutory system is self-administered by the social partners, as in Germany or Austria. For
more examples and clarifications see the Appendix and the discussion in B6hm et al. 2012.
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Cacace 2011; Rothgang et al. 2010) as well as single-case studies (Gotze 2010
on the Netherlands; Frisina und Go6tze 2011 on Italy).

Applying the RW-typology to our ten country cases in the years before the
crisis produces the outlook offered in Table 1. For each country, the table
shows which sphere (state, non-profit sector, or private sector) exerts
the greatest influence on each health care dimension. The assessment is
based on three indicators, which serve as proxies for a more complex and
heterogeneous reality.

Table 1 The 10 cases according to the RW-typology (before the crisis, ca. 2005)

Dimensions Regulation Financing Provision
of health . . . .
i Regulation index Share of total health spending Share of inpatient beds
(Bohm et. al. 2012; own calc.) (OECD) (OECD-Eurostat)
Countries State Society Private State Society Private State Society Private
20.0% 74.4% 65.4%
France
State Society State
11.2% ‘ 61.6% ‘ 27.2% 9.5% ‘ 67.1% ‘ 23.4% 43.4% ‘ 30.4% 26.2%
Germany
Society Society State
34.0% 22.0% 44.0% 30.3% 29.8% 39.9% 69.6% ‘ 3.0% 27.4%
Greece*
State
100.0% 0.0% 0.0% 75.4% 0.5% 24.0% 72.6% ‘ 13.7% 13.7%
Ireland
State State State
90.0% ‘ 0.0% ‘ 10.0% 77.8% ‘ 01% ‘ 21% | 69.0% ‘ 281%
Italy
State State State
80.0% ‘ 0.0% ‘ 20.0% 9.4% ‘ 58.4% ‘ 322% | 99.6% ‘ 0.0% 0.4%
Lithuania*
State Society State
50.0% ‘ 40.0% ‘ 10.0% 51% ‘ 64.6% ‘ 303% 0.0% ‘ 1000% | 00%
Netherlands
State Society Society
65.0% ‘ 10.0% ‘ 25.0% 12.8% ‘ 68.0% ‘ 192% | 99.6% ‘ 0% 0.4%
Romania*
State Society State
90.0% ‘ 0.0% ‘ 10.0% 81.2% ‘ 0.0% ‘ 188% | 95.0% ‘ 0.0% ‘ 5.0%
Sweden*
State State State
90.0% ‘ 0.0% ‘ 10.0% 80.9% ‘ 0.0% ‘ 19.1% 100% ‘ 0.0% ‘ 0.0%
UK-England
State State State

* See the Appendix, Sect. B for indications on methodology and data sources
Sources: OECD data (Eurostat data for Lithuania and Romania); Béhm et al. 2012; elaboration by the authors.
On regulation estimates, see the Appendix, Sect. A and B

In the case of financing, we used the share of total health spending by
financing agent: the government, the social funds, and private insurance
providers as well as user charges. Our proxy for provision was instead the
share of inpatient hospital beds per ownership type. While more encompassing
indicators of provision have been suggested by the RW-typology literature
(see again Bohm et al. 2012; Rothgang et al. 2010), we opted for simplicity
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for issues of both data availability and substantive interest. Yet an exclusive
focus on hospital inpatient care overestimates the overall role of public actors,
potentially distorting the analysis. As an early warning for this caveat, we split
the cell and included Bohm’s more nuanced classification (Bohm et al. 2012)
whenever our assessment contrasted with theirs. Regarding regulation,
we drew once again on the results provided by Bohm et al. (2012: 33-69). In
addition, we replicated their methodology on three cases not included in their
sample: Greece, Lithuania, and Romania. As in the remainder of this report, we
based our qualitative assessment on the information provided by the relevant
HiT and ASISP country reports. More details on assumptions, data availability
issues and calculations are provided in the Appendix, section B.

The table reveals considerable variation between European health systems.
Regulation is the responsibility of the state in all but two countries: Germany,
which features a mostly societal system of regulation, and Greece, where
system fragmentation leaves private providers with considerable decisional
leeway. The sample is almost equally split between systems in which financing
is predominantly public and systems in which health funds and professional
associations play a prominent role. Greece is once again the exception, since
a relative majority of its health expenditure is financed through market
based interactions. Finally, the provision of inpatient hospital care is public
everywhere but the Netherlands, where it is totally non-profit. Table 1 provides
a double classification for health provision in France, Germany, Italy, Ireland,
and the Netherlands. This tackles a discrepancy arising from the fact that the
provision indices most commonly found in the literature consider also the
public or private status of pharmacists and dentists. When these providers are
also accounted for, these five systems are classified as mostly private.

In sum, this first application of the RW-typology confirms that health systems
across the EU vary considerably in their structure and organisation. Accepting
the notion of “hierarchical dependence” between the three health dimensions
proposed by Bohm and her co-authors (2012), the state-centred provision of
inpatient services should be considered potentially dysfunctional in France,
Germany, Lithuania, Romania (where financing is societal), and even more
so Greece (where it is private).? By tracing the most recent reforms and by
comparing the figures in Table 1 with others meant to capture the post-crisis
situation, we will be able to characterise the direction of change and give a
tentative quantification of its magnitude. However, configurative system
descriptions of this kind cannot on their own account for policy change. In
particular, integrating them at face value into our perspective would either
overemphasise institutional continuity (under the assumption of path-
dependency), or lead us to expect greater transformations in the countries

3. In most countries, the authors suggest, the degree of socialisation of health care responsibilities
does not increase when moving from regulation down to provision. This so-called “hierarchical
dependence” entails a normative expectation of how well different health system configurations
may function. Basically, public regulation is expected to sustain well either societal or private
financing, whereas the opposite is not expected to work out. The same reasoning holds for
public financing and societal or private provision.
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with the least common configurations (in consideration of a “misfit” vis-a-vis
a European norm). In order to put recent developments into perspective, we
need to turn instead to the other two pieces of our framework: health system
regimes and the factor that we termed “EU leverage”.

1.3. Reform drivers: health system regimes and the
"EU leverage"

The degree of involvement of public, societal, and private actors in each health
care dimension is neither self-evident nor self-explanatory. It depends instead
on a set of political and institutional features, which also determine some
more subtle aspects of power distribution (such as, within the public sphere,
the role of the national, regional, and municipal levels of government). These
differences matter for the way health systems work, experience problems,
and introduce innovations. In order to take them into account, we refer to a
different stream of typological studies (see again Marmor and Wendt 2012),
less interested in the role of the actors (the “who”) and more concerned with
the functioning of health systems (the “how”). Such studies share with the
“welfare regimes” literature (Esping-Andersen 1990; Castles and Mitchell
1993) a fundamental theoretical interest in the political logic that underlies
specific policy configurations.#

Although a fully coherent taxonomy is still missing (Wendt et al. 2009;
Freeman and Frisina 2010), this scholarship largely supports the distinction
between “Beveridgean” National Health Systems (NHS) and “Bismarckian”
Social Health Insurance (SHI) in Western Europe (Frenk and Donabedian
1987; OECD 1987; Frenk 1994; Saltman and Dubois 2004; Burau and
Blank 2006). The OECD (1987) seminally contributed to this approach by
suggesting the existence of three general models: NHS, SHI, and the private
health insurance (PHI) model (see also Immergut 1992; Tuohy 1999).5 Later,
Borisova (2011) and Wendt (2009) have employed cluster analysis techniques
in order to identify new health families among post-communist countries

4. And yet, variation in health systems is not easily mapped against existing “welfare state”
regimes (Esping-Andersen 1990) or families (Castles and Mitchell 1993), whose study is
mostly focused on monetary transfers (see Bambra 2005a;b for a discussion). While recent
studies of continental health care systems acknowledge a demise of corporatism (Chinitz et al.
2004; Saltman and Dubois 2004; Hassenteufel and Palier 2007; Agartan et al. 2013) the EU’s
Eastern enlargement of 2004 further complicated typological exercises (Kaminska 2013). Even
from this perspective, EU countries do not seem directed towards a common model.

5. The analyses of funding and ownership have long characterised most taxonomic attempts since
Anderson (1963). Field’s (1973) distinction between pluralist, health insurance, health service,
and socialised health systems was based on the two dimensions of public ownership/control
and autonomy of the medical profession. Terris (1978) looked at the main organisational
unit of health systems all over the world in order to discriminate between pre-capitalist
public assistance, capitalist health insurance, and socialist national health services (see also
Roemer 1977; Elling 1994). Frenk and Donabedian (1987) studied instead the amount of state
control and the basis for eligibility of the population (citizenship, contributions, or poverty),
distinguishing 10 modalities of interventions that could feature — differently combined — in
any given national system. More recently, a number of comparative studies reintroduced the
“professional autonomy” and “the basis for coverage” dimensions, this time in a governance
framework (see e.g. Marmor and Okma 1998; Moran 2000).
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leverage

Weak
Moderate

Strong

Health care reforms and the crisis

and inside the EU. Joumard et al. (2010) and Paris et al. (2010), instead,
are two recent — and still rough — OECD contributions, trying to integrate
the “regime” approach with insights from the RW-typology. Unfortunately,
scholarly innovations of this sort invariably ended up with counter-intuitive
country groupings and new hybrid cases.

Therefore, we simply decided to integrate a number of different perspectives
and refinements of the more established NHS/SHI dichotomy, which
can accommodate the entire population of European health systems. On the
basis of this distinction, we propose a representative 10 country sample
of five NHS (Greece, Ireland, Italy, Sweden, and UK-England) and five SHI
(France, Germany, Lithuania, the Netherlands, and Romania) cases. The
sample encompasses small and large EU members, covering most of the EU28
population (more than 70%), both within and outside the euro area (OSE own
calculations based on Eurostat data).

The country sample — EU leverage by health system regime

National Health Service Type (NHS) Social Insurance Types (SHI)

“Nationally “Sub-nationally “Second “Benefits in “Reimbursement” “Second
managed" managed"” Generation” Kind" Generation”

UK-England Lithuania

Netherlands
Germany

Italy

Ireland Greece Romania

Source: own elaboration, based on Baeten et al. 2010; Bambra 2005a; Moran 2000; Kaminska 2013

As shown in Table 2 (columns), three sub-variants are distinguishable within
each model. Among NHS systems, two distinctions are commonly drawn.
The first is between the centralised organisation of the English (and Irish)
system and the much greater powers of the municipalities in Scandinavian
countries such as Sweden. The second is between systems that, like the
three above, were consistent with the NHS model since their inception, and
a South-European “Second Generation” that turned, like Italy and Greece,
from SHI to NHS in the 1970-80s. Within the SHI type, a similar difference
exists between the long-standing Bismarckian approach of SHI systems in
Continental Europe and the experience of Eastern European counties such
as Lithuania and Romania, which turned from the Soviet Semashko system
to SHI after the fall of the Berlin Wall. Instead, among the traditional SHI
systems, a last differentiation is posited between those that, like Germany and
the Netherlands, tend to offer benefits in-kind, and systems like France, which
focus on reimbursing patients for the costs of care.

In order to capture how much room exists for the EU to influence domestic
health reforms in these countries, we devised a straightforward index that
we called “EU leverage”. It can take three values: weak, moderate, and
strong, which correspond to different rows in Table 2. A strong EU leverage
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is assigned to countries that signed a Memorandum of Understanding.
Otherwise, the index considers the number and content of Country-specific
Recommendations given to each country, whether the country is a Eurozone
member, and whether it received an Excessive Deficit Procedure or signed
an Economic Partnership Programme. Then, it classifies each country as
under either moderate or weak EU leverage. More details on how the index is
calculated are given in the Appendix, Section C.°

Our ten-case sample is divided into three “EU leverage” groups. The first
group contains the three MoU countries — Greece, Ireland, and Romania,
which received very detailed EU guidance on health reforms — classified under
strong “EU leverage”. The second group comprises countries under moderate
“EU leverage”: the Netherlands, Germany, France, and Italy. Finally, the
third group is composed of the three countries under weak “leverage”: the
UK, Sweden, and Lithuania. Moving beyond the rough indicator, we can say
that Lithuania, Sweden and the UK — and Italy and the Netherlands, if LTC
is excluded — have not received strong EU guidance so far. Nonetheless, both
Italy and Lithuania did announce important reforms in their 2013 NRPs,
while the UK, Sweden, and the Netherlands enacted major changes even
without a clear EU input (the last received a CSR on LTC for 3 consecutive
years). France seems to have been put under EU scrutiny more recently, as it
received health-related CSRs only in 2013. These very recent developments
might make it challenging to discern its impact on national reforms.

In terms of comparative controls, the overall variation is nicely distributed.
Both health families feature at least one case of weak and strong EU leverage.
The four corners of the table stage a well-structured contrast between two
countries with the same weak level of EU leverage (UK-England and Lithuania)
and two MoU countries (Ireland and Romania). Yet the EU leverage varies
much more among NHS than SHI systems. We did not suppose the two
dimensions to be independent, but there is an arguable “Continental Europe
effect” at work, squeezing all the countries within the two traditional SHI
variants into the “moderate leverage” group. While this could be related to
country features that reach beyond the limits of this report — for instance,
features of their broader political economy and welfare state — it offers a major
opportunity to assess regime effects within countries with a comparable EU
leverage.” Looking at the NHS family, the cases are well spread across the
indicator’s scale. Moreover, the couple Italy-Greece (leverage values: 2.5 and
“strong”) make it possible to test the effect of different degrees of EU leverage
across one same health system regime.

6. Analytically, the index is best understood as an indication of how much national and
supranational decision making, including EU economic governance, have been entwined
in the 2008-2013 period. The index is time invariant and does not take into account the
evolution of EU governance within the period. The analysis in Section 2 complements this
simplifying assumption.

7. On the other hand, as shown in the Appendix, Section C, the French and German levels of EU
leverage are almost at maximum distance (2 points out of the 2.5 in the range of the “moderate
leverage” category).
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In sum, not all the European “families” of health systems have been equally
addressed by EU-level initiatives. Yet it is possible to draw an analytical
distinction within the same cluster, between countries that have been
relatively more subject to EU governance tools and countries which have
faced less pressure. As regards instead the general economic situation of the
selected countries, it obviously correlates, to some extent, with the degree of
EU influence. Nonetheless it still varies across the latter dimension. Countries
such as Italy and the UK are low in the EU leverage scale, while having been
severely hit by the crisis. In turn, Germany has been more incisively addressed
by the EU, despite being economically successful.

1.4. Recent trends in health care spending, provision,
and outcomes

In this last introductory section, we offer an essential backdrop to the main
trends that have characterised health policies across the EU since the outbreak
of the crisis. Our main interest is in verifying whether, in comparison with
the previous policy direction, a deviation has occurred. We relied on the most
recent OECD and Eurostat data, which in most cases stop at 2011 and only
rarely and inconsistently include 2012.

To begin with, Figure 2 shows how total health spending has evolved
throughout the 2000s in the countries examined in this study. The trend-lines
in the figure contrast a steady increase in total spending before the crisis with
flat or decreasing trends from 2009 onwards. Between 2000 and 2008, in fact,
Ireland, the Netherlands, Greece, and the UK all registered average annual
spending growth rates equal to or higher than 3%. Over the decade, a mild
process of convergence within change is apparent, with a visible reduction in
the spread of spending levels within the EU15. And while health financing in
Romania and Lithuania still remained far below Western European levels, the
latter at least was catching up with all but the fastest-growing spenders. The
crisis has dramatically changed this picture. After an immediate spending hike,
due in most cases to the denominator effect of a contracting GDP, spending
trends started to flatten. In 2011, only the Netherlands spent a greater share
of its GDP on health than in 2009. Between 2008 and 2011, the growth rate
of health spending over GDP turned negative in Ireland and Greece and was
halved or almost halved in Lithuania, the UK, and the Netherlands. The
slowdown was milder in Italy and Sweden, where spending, however, had also
been growing more slowly. France, Romania, and especially Germany even
managed to speed up their spending expansion.
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Figure 2 Health spending trends in selected EU countries (total spending in % of GDP)
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Figure 3  Total hospital employment density (head counts for 1,000 inhabitants) in selected EU countries
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Figure 3 looks instead at the density of health professionals employed in
hospitals per 1,000 inhabitants, a figure that is relevant for provision and
employment trends. In this case, the situation is different. Employment
levels were rather stable throughout the decade, except in the early 2000s,
in Ireland (where there was a small increase) and the Netherlands (where the
indicator registered a weak negative trend). Unfortunately, data for Greece
stop in 2009 and do not allow for a real assessment of the most recent trends.
Overall, Ireland and Romania registered the greatest contractions since 2008.
Hospital employment density was almost stable in Italy and Greece and slowly
increasing in France and the UK. It grew more markedly (between +1.6% and
+2.9% over the previous period) in Germany, the Netherlands, and Lithuania.

Figure 4  Available beds in hospitals (per 100,000 inhabitants) in selected EU countries
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Figure 4 depicts trends in the density of available hospital beds per 100,000
inhabitants. In this case, two country groupings can be recognised: one with
high density (Germany, Lithuania, Romania, and France) and one with a lower
density (Greece, Ireland, Italy, UK, and Sweden). Both groups experienced
a decreasing trend well before the crisis, so that the difference and spread
among them have remained almost unchanged. All in all, the crisis seems to
have mainly affected only two countries: Ireland, which basically halved its
hospital inpatient sector (at least according to the face value of this figure) and
Lithuania, which returned to the path of increasing bed density, after a decade
of steady reductions.

Finally, we inquire whether the performances of these systems have been

affected by the crisis. Figure 5 provides a graphical representation of self-
reported unmet needs for medical examination for an average citizen
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(aggregated over total income, sex, and age). The results are composite and
reveal various country specificities. In fact, different countries managed to
improve access by focusing on different sets of hurdles that used to prevent
patients from meeting their medical needs. Germany and Lithuania, and
to a lesser extent Sweden and the UK, succeeded in reducing the share of
unmet medical needs notwithstanding the crisis. Some of the other countries,
however, faced a worsening ability to effectively provide medical examinations.
In Italy and Greece this was mainly due to increasing user charges.

Figure 5 Total self-reported unmet needs for medical examination (in %)
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In sum, we can conclude our tentative exploration of recent trends in health
financing, provision, and outcomes with a qualified judgement on the impact
of the crisis. Most cases in our sample have experienced worsening trends in
various aspects of their health systems. Nonetheless, a minority of countries
has actually managed, at least in terms of some indicators, to improve its
record. Such is the case of the Netherlands in total health spending and the
UK and Lithuania in hospital employment and, respectively, waiting times and
density of hospital beds. Certainly helped by its strong economic performance,
Germany has managed to avoid most of the negative effects of the crisis and
maintain high records in both financing and provision. And it did so while
greatly improving the ability of its health system to meet the medical needs of
the population. The analysis conducted in the following sections will help us
to further test and qualify these preliminary findings, hopefully showing how
they relate back to domestic policy legacies and the leverage of the EU level.
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2. The role of the EU in health system
reforms since the economic crisis

The economic and financial crisis triggered in 2008 provoked a radical change
in the way the EU engages in national health system reforms. Member States
have always been very reluctant to cede powers to the EU with regard to health
care policies. As a result, the scope for EU intervention has been limited to
supporting voluntary cooperation between national authorities.

In the wake of the crisis, especially in the Eurozone, the EU institutions
acquired new powers to supervise national budgetary and economic policies.
Within these policies, health systems are particularly targeted from a public
finance perspective.

2.1. Health care reform under the European Semester
for economic policy coordination

2.1.1. The instruments

The new EU policy instruments are embedded in the European Semester for
economicpolicy coordination. Effective from 2011, the European Semesteraims
to ensure coordinated action on key policy priorities at EU level. The Semester
mostly consists of the integration and synchronisation of existing procedures
of the Stability and Growth Pact and the EU’s growth strategy Europe 2020.
Reinforced and new procedures, in particular the Macroeconomic Imbalances
Procedure (MIP), have been incorporated through the Six Pack and Two
Pack. The Semester reviews Member States’ budgetary and structural policies
during an annual cycle to detect inconsistencies and emerging imbalances.
Governments must draw up budgets and other economic policies with agreed
EU priorities in mind, and the EU can monitor national budgetary efforts and
determine complementary action at EU level.

The cycle starts in November with the publication of the European Commission’s
Annual Growth Survey (AGS), which sets out EU priorities for boosting
growth and job creation in the coming year. Following discussion of the
AGS by the Council and the European Parliament, the Spring meeting of the
European Council identifies the main economic challenges facing the EU and
gives strategic advice on policies. Member States send their National Reform
Programmes (NRPs), containing national economic plans relating to broad
EU-wide guidelines and Stability/Convergence Programmes (SCPs) that
outline their medium-term budget plans, to the European Commission in
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April each year. Upon a proposal from the European Commission, the Ecofin
Council issues Country-specific Recommendations (CSRs) on the NRPs and
SCPs in June or July. The CSRs provide tailored advice on structural reforms
in Member States. The subsequent SCPs and NRPs should be in line with all
previous EU Recommendations.

To ensure the implementation of these CSRs, stricter procedures for economic
and fiscal surveillance have been established based on the so-called Six Pack
of EU legislation (which became law in December 2011) and the Two Pack
(which entered into force in May 2013).

Through these new rules the Stability and Growth Pact (SGP) established in
1997 was reinforced. Under the SGP an Excessive Deficit Procedure (EDP),
applied to Member States that breach either the deficit or debt criteria of the
SGP.® Henceforth, Member States in EDP are subject to extra monitoring
and are set a deadline for correcting their deficit. They must submit regular
progress reports on how they are correcting their deficits, and the Commission
can request more information or recommend further action from those at risk
of missing their deficit deadlines. Furthermore, based on the Two Pack, Euro
area Member States with excessive deficits must submit Economic Partnership
Programmes (EPPs), which contain plans for detailed fiscal-structural reforms
aimed at correcting their deficits in a sustainable way. The Council can adopt
an opinion or invite Member States to make adjustments to the plans. Where
national governments fail to follow the recommendations within the given
timeframe, the EU can issue policy warnings to be endorsed by the Council
and ultimately enforce compliance through sanctions. Decisions on most
sanctions under the EDP are taken by Reversed Qualified Majority Voting
(RQMYV), which means that fines are deemed to be approved by the Council
unless a qualified majority of Member States overturns them — a procedure
that makes enforcement of the rules stricter and more automatic and thus
gives wide-ranging power to the Commission.

The Six Pack also extended multilateral surveillance tonon-budgetary elements
by establishing a mechanism to detect, prevent and correct macroeconomic
imbalances (the Macroeconomic Imbalance Procedure-MIP). Here too
sanctions apply for euro area member states in case of non-compliance with
EU recommendations, thanks to ‘reverse qualified majority voting’ (RQMYV).

As a result, the CSRs concerning fiscal policy and macroeconomic imbalances
are binding for euro area members (De La Parra, 2013). By contrast, CSRs
based on the Europe 2020 strategy, which includes the social policy objectives
such as access to care, are not binding.

Finally, in December 2013, the Council adopted the cohesion policy package
for 2014 - 2020. This package contains legislation concerning partnership

8. The EDP is triggered by a country’s deficit breaching the 3% of GDP and 60% of debt to GDP
thresholds established in the Treaty.

22 Report 134



Health care reforms and the crisis

agreements between the Commission and each Member State, whereby
Member States undertake to use the funds towards the achievement of the
Europe 2020 objectives. On the basis of these partnership agreements,
funding from the structural and investment funds is also made subject to
macro-economic conditionality. If a Member State does not sufficiently
respect the conditions defined within the economic governance procedures,
in particular under the MIP or EDP, the Commission can ask the Council
to suspend a part of or all commitments or payments for the programmes
concerned. A proposal to suspend commitments is deemed adopted unless
it is rejected by the Council with a qualified majority. A proposal to suspend
payments requires the support of a qualified majority of the Council (Council
of the European Union, 2013a).

2.1.2. Involvement of the social and health actors
in the processes

When EU economic actors target social protection, including health care, in
the context of macroeconomic policy, social and health actors are typically
provoked to react. The Open Method of Coordination (OMC) in the field of
social protection emerged in 1999 in response to the EU’s economicintegration.
It sought to add issues of quality and accessibility to the budgetary approach
of the economic actors (see e.g. Vanhercke and Wegener, 2012). As a form
of soft law, it aimed to spread best practice and achieve greater convergence
towards key EU goals. Health care has been included in the process since
2004. Through this instrument, the ministers of Social Affairs in the EPSCO
Council and DG Employment within the Commission had acquired a position
as the counterpart of economic actors within the EU institutions.

Nevertheless, ministers for Social Affairs were largely excluded from the initial
European Semester, since the CSRs are based on the Treaty articles governing
the Stability and Growth Pact. Gradually the EPSCO Council, through its
Social Protection Committee, regained some (limited) power to influence the
content of the Country-specific Recommendations before their final adoption
by the finance ministers in the Ecfin Council (Vanhercke 2013).

However, health ministers remain absent in the EU level debates on the
CSRs. As a result, health-systems-related CSRs are adopted by the finance
ministers, without being discussed by authorities responsible for the systems.
In December 2013 the Health ministers adopted conclusions inviting Member
States and the Commission to ensure the necessary coordination at both
national and EU levels in order to adequately represent the health sector in the
process of the European Semester (Council of the European Union, 2013b).

Social partners at European level have only been indirectly involved in the
process of formulating CSRs, when they were invited to comment on the
draft 2013 Annual Growth Survey (AGS), which serves as a basis for the
subsequently formulated CSRs. However, they have no direct influence on
this step of the process. In response the European social partners published a
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declaration in which they called for greater latitude to allow them to comment
and be consulted in a timely manner.®

2.1.3. Health care in the European Semester

Since 2012, health care is included in the AGS. The grounds for the inclusion
of health care in ‘Europe 2020’ (the EU’s growth strategy) and the submission
of reforms to macroeconomic surveillance was prepared by a Joint Report on
Health Systems published in 2010 by the European Commission (DG ECFIN)
and the Economic Policy Committee (EPC)* (European Commission 2010a).
Thisreport, the first EPC-EC publication on health systems, analyses the drivers
of health expenditure across the Member States and a comprehensive annex
identifies key challenges facing health systems in each of the 27 countries.
The Council Conclusions on this Joint Report, issued by the Ecofin Council at
the end of 2010, constituted the most detailed EU guidance on the content of
health system reform until then and in such a way provided legitimacy to the
finance actors (DG Ecfin and Ecofin Council) to include health care reform in
the European Semester and to intervene in the content of health care policies
(Baeten and Thomson, 2012).

Council Conclusions on the EPC-Commission Joint Report on Health Systems
(Council of the European Union, 2010)

Key pollcy challenges that will need to be addressed by Member States:
ensuring a sustainable financing basis, a high degree of pooling of funds and a good resource
allocation that ensures equity of access;

— encouraging a cost-effective use of care through adequate incentives, including cost-sharing
and provider payment schemes and as appropriate through the involvement of non-public
providers, while ensuring the protection of those more vulnerable;

— encouraging the provision of and access to primary health care services to improve general
health and reduce unnecessary use of specialist and hospital care;

— curbing supply-induced demand by considering the interaction between demand side factors
and supply side factors, etc.;

— ensuring the cost-effective use of medicines through better information, pricing and
reimbursement practices and effectiveness assessment;

— improving data collection and information channels and the use of available information to
increase overall system performance;

— deploying health-technology assessment of the effectiveness, costs and broader impact of
health care treatments more systematically in decision-making processes; and

— improving health promotion and disease prevention also outside the health sector.

9. http://ec.europa.eu/europe2020/pdf/2014/socjointcontrib_ags2014.pdf
10. The Economic Policy Committee (EPC) provides advice and contributes to the work of the
Ecofin Council and the Commission by developing analysis and policy consensus.
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Health care has subsequently been included in the Annual Growth Surveys
since 2012. Overall, the AGSs insist on improving the cost-efficiency and
sustainability of health systems while maintaining access to high quality care. To
enhance competition, the AGSs also ask Member States to eliminate unjustified
restrictions on business and professional services, including in the health sector.

Asaresult, the Council, acting on a proposal from the European Commission, is
issuing an increasing number of CSRs on reforming health and long-term care
(LTC) systems. Whereas only three Member States received a CSR on health
care and LTC in 2011, a year later that number had increased to six, and it
rose to 17 countries in 2013. These 17 countries are Austria, Belgium, Bulgaria,
Czech Republic, Estonia, Finland, France, Germany, Italy, Luxemburg, Malta,
the Netherlands, Poland, Romania, Slovakia, Slovenia and Spain.

Furthermore, the CSRs on health care have shown an increasing level of detail.
Whereas the 2011 Recommendations generally called for an enhancement of
the efficiency of public spending on health care and long-term care, the 2013
Recommendations deal with the content of health care policies.

There are some striking similarities in the 2013 CSRs addressed to the different
countries. In order to enhance the cost-effectiveness of public spending, the
CSRs urge a reduction of pharmaceutical spending and a reduction of costs in
institutional care, both in homes for elderly people and in hospitals. This should
be attained by measures such as developing out-patient care, strengthening
public primary care provision and better coordinating and integrating care
delivery. With regard to long-term care, CSRs focus on improving prevention,
provision of home care, rehabilitation and independent living. For Bulgaria
and Romania, CSRs included requests to improve access to health care
and quality of care. It should be noted that the latter Recommendation for
Romania is not repeated in the 2013 BoP adjustment programme (discussed
below). This means that enforceability is much weaker than commitments
made under the adjustment programme. France received a recommendation
to remove unjustified restrictions in the access to and exercise of professional
services. A similar recommendation had been addressed to Poland in 2012.

CSRs on long-term care are only addressed to Member States with well-
developed systems for long-term care. The notable exception here is Italy,
which received a CSR to improve its supply of LTC services in order to reduce
financial disincentives for second earners to work.

The focus of these CSRs is thus mainly, but not exclusively, on fiscal
consolidation. When looking at the content of the proposed reforms, they aim
for structural reforms to improve cost-effectiveness in the system, meaning
that they in principle only have a budgetary effect in the longer term.

There is little transparency on why a Member State receives a Country-
specific Recommendation, how the content of these CSRs is defined, or on
what evidence they are based. Overall, the content of the Country-specific
Recommendations seems for all countries to be in line with the 2010 Council
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Conclusions on the EPC-Commission Joint Report on Health Systems. Overall,
they remain sufficiently generic not to be controversial.

Some of the Commission staff working documents assessing the SCP and
NRP for each country and accompanying the proposal for a Country-specific
Recommendation provide some hints on why countries receive a CSR. These
documents often make a quantitative comparison of the country under
assessment with the EU average with regard to the number of hospitals beds
(eg Poland 2013), expected increase in public expenditure on health care
(France 2013) or the rate of public spending on health care (Germany). In
particular systems for long-term care are considered as a mere cost factor
and it is argued that expenditure should be reduced in countries with above
average expected expenditure increases.

Out of the 17 Member States having received a CSR in 2013, 5 Member States
(Spain, France, Malta, the Netherlands and Slovenia) have so far submitted
an Economic Partnership Programme as part of the enhanced surveillance of
Eurozone Member States with an excessive deficit. These programmes were
assessed by the European Commission, and the Council adopted conclusions,
on the basis of a Commission proposal, on each of them. Each of these
programmes contains a section referring to reforms in the health sector.”

In addition to the 17 Member States, three other countries proposed extensive
health care reforms in their 2013 National Reform Programmes (Hungary,
Latvia and Lithuania).

2.2. Health care reform under the European financial
assistance mechanisms

2.2.1. The instruments

The financial assistance mechanisms support EU Member States in difficulty
and aim to preserve the financial stability of the EU and the euro area. Financial
assistance is linked to macroeconomic conditionality. The countries involved
have to commit to implementing the economic and social policies included
in a Memorandum of Understanding (MoU). This is the most comprehensive
type of integrated EU surveillance. Most MoUs entail very detailed health
system reforms.

The mechanism is different for members of the Eurozone and countries that
have not yet adopted the euro.

The Eurozone countries Greece, Ireland, Cyprus and Portugal received financial
assistance from the IMF, the European Commission and the European Central
Bank (known as the “troika”) after agreeing to engage in Economic Adjustment

11. http://ec.europa.eu/economy_finance/economic_governance/sgp/corrective_arm/index_en.htm
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Programmes. This mechanism aims to guarantee the stability of the euro area
and help Member States in financial difficulties or under serious pressure
from financial markets. The EU provides two thirds of the programme funding
and the IMF the remaining third.

Member States that have not yet adopted the euro can receive Balance-of-
Payments (BoP) assistance, usually provided together with the IMF. Under
this mechanism, the EU can provide mutual assistance when a Member State
faces difficulties or when its balance of payments is seriously threatened.
The Commission and the Member State concerned conclude a MoU and a
Loan Agreement on the basis of a BoP assistance programme adopted by the
Council. The MoU specifies economic policy conditions that are verified prior
to a decision on the release of any further instalment. Latvia, Hungary and
Romania received support under the BoP assistance.

Both types of financial assistance programmes are subject to regular review
missions by the Commission, which may lead to sanctions for non-compliance
and strict conditions in exchange for any financial assistance. The Member
States concerned will undergo post-programme surveillance for as long as
75% of any financial assistance drawn down remains outstanding.

2.2.2. Health care under the financial assistance programmes

The BoP assistance programme for Romania and the Economic Adjustment
Programmes for Greece, Ireland, Cyprus and Portugal are linked to MoUs
containing very detailed instructions for reforming the health care sector.
These programmes include several structural reforms, aiming to improve the
cost-effectiveness of the systems. However, they also include reforms that
could potentially affect the basic objectives of the health systems, ensuring
universal access to high quality care.

Each of the programmes focuses on a reduction in pharmaceutical spending,
which is in the first place to be achieved by price reductions on pharmaceuticals
and increasing the share of generic drug usage. To this end several measures
are put forward, such as compulsory prescription by International non-
propriety name (INN), electronic prescribing and monitoring via (binding)
prescribing guidelines, compulsory substitution and selective user charges to
encourage greater use of generic drugs.

Other reforms also aim for along-term structural effect and improving the cost-
effectiveness of the system. These include: the centralization of procurement
procedures for medicines and medical services (Greece and Portugal);
changes in the reimbursement of pharmacies and wholesale pharmaceutical
suppliers by third-party payers (Greece and Portugal); e-health solutions and
implementation of patient electronic medical records (all); the restructuring
of hospitals and reforms in the hospital payment systems (all); concentration
of all health insurance funds (Greece) and streamlining of coverage (Greece
and Portugal); and stronger budget control mechanisms (all). Furthermore,
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the establishment of a system for health-technology assessment in Cyprus and
Romania is proposed.

The reduction of the number of hospitals, hospital beds and health care
professionals is potentially more controversial (Greece, Ireland, Portugal and
Romania). For Romania this is linked to shifting resources from hospital-based
care towards primary care and ambulatory care and to increasing the budget
for primary care. For the other countries, it is much less clear whether the
closure of hospital facilities is compensated by the deployment of alternative
out-patient and primary care services. Shifting resources from inpatient to
out-patient care can improve the cost-effectiveness of the system, provided
that such reforms are based on an assessment of the population needs and
accompanied by the development of appropriate alternative care services.

Some measures aim to redress access to care. Cyprus is committed to taking
steps towards universal coverage, and Greece announced a Health Voucher
Programme aiming to provide long-term uninsured citizens with access to
primary health care services.

As opposed to the CSRs, the MoUs also include short-term cost savings that
do not aim to improve the long-term cost-effectiveness of the system, but
on the contrary risk hampering access to and quality of care. While all these
countries had to increase user charges, some also committed to measures
aimed at reducing the number of people with access to free public health
care (Cyprus) or hospital care (Ireland), and to reduce the benefit package
(Greece, Cyprus, Romania). A revision of the payment system for contracts
with physicians and cuts in wages are part of the packages of Greece and
Ireland. Additionally, commitments to reduce staff and extend working hours
are formulated (Ireland). For Ireland, this is combined with the suggestion to
recruit staff from other countries both inside and outside the EU.

Furthermore, policies to improve care integration, rehabilitation, health
promotion and disease prevention are not part of these MoUs, as they are in
the CSRs.

Potentially most damaging for ensuring access to and quality of care, however,
is the attempt to cap public spending on health at a low level. For Greece this
has been set “at or below 6% of GDP” — in other words, at pre-crisis levels.
These levels were already low by EU standards, and an obvious consequence
of setting the cap as a share of GDP at a time when real GDP is in substantial
decline is a reduction in public spending, an effect highly likely to exacerbate
financial barriers to health services.

2.3. Concluding reflections

Until recently, health systems had been addressed at EU level almost
exclusively in the context of the internal market and patient mobility.
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The economic and financial crisis triggered in 2008 provoked a radical change
in the way the EU engages in national health system reforms. Not only did
the EU acquire unprecedented powers to intervene in national health care
policies, but our analysis also shows that reforming health systems is at the
core of reforms put forward by the EU institutions to consolidate public
expenditure. In 2013, 17 countries received one or more CSRs on health care
and LTC. If we add to these the 5 Member States subject to financial assistance
programmes, which include detailed instructions to reform the health sector,
and 3 countries that themselves announced extensive health system reforms
in their NRPs, only health care reforms in Denmark, Sweden and the UK are
not targeted under the EU macro-economic surveillance mechanisms. The
latter three countries explicitly opted out of the Eurozone, which means that
the policy instruments are less forceful for them. There is little transparency
on the selection of Member States to which a CSR has been assigned, but it
could be argued that priority is given to countries where the EU can exert
stronger influence. Pressure to adhere to the guidance was stepped up at the
end of 2013 for 5 Eurozone Member States subject to an Excessive Deficit
Procedure. They submitted Economic Partnership Programmes containing a
section on reforms in the health sector.

When we look at the content of the EU guidance, we see that the focus of
CSRs is mainly, but not exclusively, on fiscal consolidation. Overall, CSRs
seem to be in line with the 2010 Council Conclusions on the EPC-Commission
Joint Report on Health Systems. They aim for structural reforms to improve
cost-effectiveness in the system. The reforms in the financial assistance
programmes on the other hand do not only aim for more cost-effective use of
the financial means, but also include measures to simply decrease costs in the
short term, and could potentially affect access to and quality of care.

When trying to categorise the EU guidance under the different analysis axes
of this report — regulation, provision and funding — the following picture
materializes. First, regarding regulation, many reforms strengthen the
governance role of the health authorities, thus extending their regulatory
powers. The proposed measures to enhance competition in the health sector
by removing restrictions on professional services are an exception to this
finding. These are rather part of a liberalisation agenda that reduces the role
of the state. With regard to regulation, there is no substantial difference in
EU guidance between the CSRs and MoUs. The MoUs are nevertheless much
more detailed and specific on these policies. Second, policies to shift financing
sources are in particular part of the MoUs. These include policies to increase
several user charges and to reduce the benefit packages covered by the statutory
system. For Romania this is linked to the establishment of a framework for a
private supplementary insurance market aimed at increasing the share of total
private expenditure on health. No such measures are urged under the CSRs.
Third, regarding health care provision, both MoUs and CSRs ask for policies to
reduce hospital care. In some MoUs this is paired with instructions to reduce
the number of health providers contracted with the statutory system. If more
health care supply is removed from the statutory system than the population
needs, such measures can lead to the privatisation of health care provision.
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Finally, policies to enhance statutory care provision are substantially more
present in the CSRs than in the MoUs. This includes policies to improve
primary care, rehabilitation, health promotion and disease prevention.

A final reflection can be made on the (lack of) coherence between EU policy
guidance for health system reform under the European Semester and macro-
economic surveillance on the one hand and the application of the EU internal
market rules to health care on the other hand. Whereas the proposed measures
aiming for cost-effectiveness and fiscal consolidation push for a stronger
governance role for health authorities, the internal market rules enshrined in
the Treaty on the Functioning of the European Union (TFEU) require Member
States to remove unjustified restrictions on competition and free movement of
health services and products (Mossialos et al. 2010). The resulting potential
deregulatory dynamic contrasts with the need for strong governance (Gekiere
et al. 2010).

The application of the “free movement of services” principle to health services
has recently been specified in the Directive on patients’ rights in cross-border
health care (European Parliament and Council of the European Union 2011).
The Directive clarifies the rights of patients to seek health care in another EU
Member State. According to the Directive, the Member State that covers a
patient must ensure that the costs incurred for treatment in another Member
State are reimbursed if the treatment in question is part of the domestic
health benefit basket. The costs have to be reimbursed up to the level of costs
that would have been paid had the treatment been provided domestically.
The reimbursement can be made subject to the same conditions as would be
imposed if this health care were provided domestically. Member States have
to establish transparent cost calculation mechanisms for the reimbursement
of cross-border health.

This Directive implies increased consumer choice, and for many Member
States it requires a revision of the benefits basket or adaptation of the payment
system. In particular, the obligation to cover health services delivered by all
providers abroad —including private and non-contracted providers— can put
pressure on statutory purchasers of care to also domestically reimburse care
from non-contracted providers. This contrasts with the measures urged under
the economic governance mechanism, in particular in the countries under a
MoU, where there is a strong emphasis on limiting the number of health care
facilities — particularly hospitals — and providers offering statutorily covered
care. Furthermore, the Directive could be used by actors to further their own
agendas, in particular to exit the statutory system, to create more competition
in the system or to question applicable rules (Baeten 2011).

Overall, we can conclude that EU guidance on health system reforms primarily
focuses on improving the cost-effectiveness of the systems by strengthening
the governance role of health authorities. For countries subject to a financial
assistance programme, this is combined with policies generating short term
savings that shift part of the financial burden from the public to the private purse.
These policies risk affecting the access to and quality of publicly covered care.
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3. Health system reforms

This Section provides an in-depth illustration of the main trends affecting
the financing, regulation, and provision of health care in our country sample.
We rely on the classification proposed in Section 1 in order to divide our ten
cases into groups, according to their degree of “EU leverage”: strong (Greece,
Ireland, Romania), moderate (France, Germany, Italy, and the Netherlands)
and weak (Lithuania, Sweden, and the UK). Domestic policy processes have
been mostly identified by referring to the various waves of ASISP reports
(2009-2013) and HiT reports. We relied on information made available by the
OECD (2013) and the WHO (2011). For some cases, background information
was found in Guillén and Pavolini 2013. We employ the RW-typology approach
to trace development trends and present reform measures for each of the
three health care dimensions: regulation, financing, and provision. Although
some categorisations will remain blurry, we hope that the general result will
be a clearer indication of where and how the new measures can introduce
innovation within the existing systems.

3.1. Member States under strong EU leverage

During the economic crisis, Greece, Ireland, and Romania signed MoUs
with the European Council, the ECB, and the IMF. MoUs have empowered
supranational influences on these countries’ domestic health agendas, and
their effects are very likely to grow even stronger in the future. At the same
time, their policy legacies were, for different reasons, unfavourable, as the
traditional system was inefficient and had lost legitimacy. The public health
budget registered large savings, whereas health risks have been increasingly
shifted onto individuals.

The Greek NHS (ESY), adopted in the early 1980s but never truly
implemented, was riddled with inequalities and occupational fragmentation,
falling far short of satisfactory outcomes. Mounting expenditure (tax-financed
and out-of-pocket), chronic resource shortages (especially concerning LTC,
mostly provided informally) and ineffective prevention policies had already
prompted several reforms by Karamanlis’ centre-right government since 2004.
Local ESY agencies (RMHCA) were reduced, private-public partnerships
stimulated, and new regulatory mechanisms (centralised procurement,
e-health, double-entry bookkeeping) introduced. Faulty and incomplete
implementation, within a context of endemic corruption, nullified most of the
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new provisions. With little success, the EU in 2007 recommended enhancing
and integrating public health care.

As the debt crisis unfolded in the Eurozone, two MoUs were signed under
the troika’s aegis in 2010 and March 2012. Both were updated several
times. The “rescue packages” also required health system reforms, including
improvements in governance (such as hospital procurements and accounting),
new rules for health professionals and pharmacists, as well as reinforced
cost control through electronic prescriptions/referrals and the promotion
of generic medicines. Hospital services and the number of providers were to
be reduced, while user charges were set to increase. In the light of previous
domestic attempts, the EU-led health reform agenda was unprecedented
particularly in its cost-cutting ambitions, capping public health spending at
6% GDP, but with the aim of not reducing access. The overall fiscal impact was
estimated at around €2.7 billion for the period 2009-15.

The Irish system contained an opaque mix of public (tax-based) financing and
private provision, especially inside public hospitals. Regional administration, in
place since the 1970s, was deemed a source of waste and resistance to efficiency-
enhancing coordination and merging. Discrimination between patients of private
and public doctors, misconduct scandals, and geographical inequalities were
widespread. GP density (56 per 100,000 patients) was low and entitlement rules
opaque. In the first half of the 2000s, the NTPF was established to provide care
for long-waiting patients in the public system, while the national (but regionally
administered) HSE took responsibility for the health budget, replacing the
decentralised system. Repeatedly re-reformed, the HSE failed to strengthen
provision (especially primary and LTC) and improve coverage. It proved unable
to simplify and streamline provision or to achieve real coordination between
public services and an ever wider for-profit sector. In 2007, a new authority
(HIQA) began to oversee health and social care standards and an “integrated
directorate” (ISD) was created to improve service coordination in 2008.

Net of capital assets, public health spending doubled in real terms between
2000 and 2009. When the crisis of 2008 shut down the Irish banking
system, the government doubled Ireland’s public debt in a major bank
bailout. Unrecoverable fiscal expansion ultimately led to the MoU signed
with the Troika (December 2010) and revised ten times until autumn 2013.
The resulting financing package (€85 billion for the period 2010-13) steadily
required hard fiscal austerity, which translated as €25 billion in cuts between
2008 and 2012. Concerning health care, initially the only request was to
lift restrictions on GPs and pharmacists. Although health care reform is
extensively discussed in the Economic Adjustment Programme reviews from
mid-2011 onwards, these were only included in the MoU updates from early
2013 onwards. Thus, the health budget remained unscathed until 2010. Irish
bonds returned to the market in July 2012.

Having replaced 19 health ministers in less than 25 years, the Romanian

health system never managed to abandon its socialist legacies, notwithstanding
the adoption of EU legislation. Spending levels and health outcomes remained
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at the bottom of EU rankings. Political clientelism and, more recently,
unemployment have narrowed the contribution bill of the mandatory SHI.
Due to the quasi-universalist ambitions of the system, this also led to a huge
financial overdraft. Extremely low medical wages and systematic shortages of
drugs and supplies made corruption endemic and even legitimate in the eyes
of the users. Corruption also inflates user charges (40% of pharmaceutical
costs) and worsens inequality in health care access. The domestic health
reform agenda envisaged stronger financing and coordination between central
regulators (CNAS and NHIF) and county level insurance funds in order to
improve efficiency and access. However, the rationale of administrative
reforms, including decentralisation efforts financed by the EU Social Fund,
remained chaotic and inconclusive. A clear trend emerged instead towards the
privatisation of financing and provision (private clinics and insurance plans)
and the individualisation of health risks.

The recession of 2009-10 brought the Romanian economy down to levels
unseen since the heyday of the post-socialist transition. In 2009 a first Balance-
of-Payments Assistance Programme was adopted, including a Memorandum
of Understanding between the European Community and Romania. This
was updated four times in 2010 and 2011. The government reacted in 2010
with a mix of spending increases and public sector cuts to fuel the economy.
This paved the way to the adoption of a MoU for a €1.4 billion “precautionary
loan” from the EU and the World Bank in 2011. Regarding health reforms, the
MoU subjected the shaky hospital budget to the surveillance of the Ministry
of Finance. Increasing financial needs and shrinking contributions moved the
CNAS budget from surplus in 2006 to increasing deficits since 2008. Overall
liabilities totalled about €1 billion between 2009 and 2012, while huge arrears
to suppliers (€1.3 billion in March 2013) led many pharmacies to refuse drugs
to patients or hospitals covered by the national fund. In November 2013 a
third Balance-of-Payments Assistance Programme (2013-2015) was adopted,
based on a third Memorandum of Understanding.

3.1.1. Regulation reforms and trends

Besides crude cost containment measures, Greece tried to liberalise
the pharmaceutical and medical profession markets. Ireland and
Romania studied two more complex and encompassing proposals.
In Greece, Law 4025/2011 transferred to the Medical Associations the
authority to issue licences. EU co-financed mental care NGOs were authorised
to provide assessment, medical, and monitoring services. At the same time,
restrictions on pharmacies were lifted: opening hours were liberalised and
their guaranteed profit margins lowered. Steps were taken to introduce P4P
criteria (such as capitation fees, volume of services, and preventive activities)
for the remuneration of medical professionals. In Ireland, several measures
to liberalize the health sector have been requested in the Memorandum. To
this end, legislative changes to remove restrictions in the pharmaceutical
professions and medical services were published in 2011, restrictions on
the number of general practitioners (GPs) qualifying have been eliminated
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and the Government has submitted legislation to make it easier for general
practitioner doctors to obtain contracts under the General Medical Services
Scheme. Restrictions on medical advertising have also been eased.

A bipartisan consensus emerged among Irish policymakers, favouring the
shift toward a universalistic system. In 2012, the government announced
its intention to replace the HSE with the gradual introduction of a universal,
single-tier system by 2016 by returning key powers to the Health Ministry and
transforming hospitals into no-profit trusts. The new programme, structured
around two funds (a Primary Care Fund and a Universal Insurance Fund), is
meant to reduce waiting time and lists, strengthen community mental health
services, and grant free access to GPs by 2015. The latter would rely on a strict
distinction between purchasers and providers and be financed through a mix
of taxes and social contributions. All hospitals, public and private, would be
licensed by a new Patient Safety Authority. Social and community care would
be separate and remain tax funded. Several documents were published in
recent years: “Future Health” and “Healthy Ireland”, two reports on the role
of public and non-profit hospitals, and one policy paper on the creation of a
patient-centred funding model (MFtP). “Future Health” illustrated future health
reforms, care integration and organisational changes in primary care, but also
the new system meant to replace the HSE. The second document focused on
wellbeing and prevention, envisaging the creation of a dedicated agency. The
two reports detailed the setting up of seven main hospital groups with integrated
budgetary responsibilities for both kinds of hospitals. The MFtP model seeks
to reduce treatment complexity, incentivising out-patient care. The government
also announced a reform of private insurance plans, based on a permanent
“scheme of risk equalisation”, to regulate premium increases, as well as a reform
of disability services and of the “Fair Deal” scheme to strengthen community-
based and home-based LTC. A Programme Management Office inside the Health
Ministry would mainstream the reform process from the centre.

After two years of negotiations with domestic and international stakeholders, a
draft for a major liberalisation of the health sector was advanced in Romania
in December 2011. The proposal was quickly abandoned during the frantic
political phase that led the government to resign in February. Victorious in the
2012 elections, the former minority recovered much of the aborted proposals
in its draft Health Care Law 2012. The new plan provided for replacing county
directorates with eight regional structures (with a loss of 4000 jobs and
savings worth €50 million/year), splitting the CNAS into up to ten non-profit
companies (to be funded by a new National Authority with very similar tasks).
It planned to reorganise hospitals as autonomous non-budgetary institutions
with performance-based remunerations, and to create two national agencies
(for EU-financed health projects and hospital accreditation). Beneficiaries
earning more than two times the gross minimum wage would pay 5.5% of
the minimum wage as a contribution for their dependants. Medical services
would be provided in different packages: a tax-financed social package for low
income earners, a state-financed minimum package, an insurance-financed
“basic package”, and a privately financed optional package. Finally, the law
envisaged free choice between public and private insurers.
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As is often the case when major health reforms are discussed, the
reallocation of administrative competences and the consolidation
of facilities and resources have been a top priority. By harmonising
benefits and rules across different groups of beneficiaries, rationa-
lisation and merging could also end up reinforcing universalism.
In Greece, the major health insurance funds, partly harmonised and made
financially independent with the 2010 pension reform, were merged into
a single national fund: the EOPYY (including the IKA and the OAEE). A
broader merger of the EOPYY with all ESY primary providers and some local
health authorities is almost completed. Law 4025/2011 reorganised welfare
authorities, merging a number of childcare and LTC facilities, incorporating
several rehabilitation centres in the ESY, and establishing private day case
surgery/treatment units. Law 3852/2010 (the so-called “Kallikratis plan”)
included health care within an administrative overhaul of the Greek state. Local
and regional Health and Social Care Committees were established to oversee
spending trends, empowering planning and evaluation. From January 2011,
1,034 municipalities were reduced to 370 through amalgamations. They will
be responsible for social service delivery, and social welfare tasks undertaken
by prefectures are transferred to the newly created local authorities.

Both Greece and Ireland have been studying how to reorganise care provision
by creating a decentralised network of financially autonomous units for
primary (GPs) and specialist (pathologists, paediatricians, and gynaecologists)
care. Family doctors would act as gatekeepers and administrative coordinators.
The Irish National Recovery Plan for 2010 transferred competences from
hospital to community-based services, while centralising administrative
tasks such as payroll, procurement, purchasing, as well as ITC and personnel
services. Clinical care programmes, based on the successes of the 2008-10
cancer control programme, were launched in 2010 and confirmed in 2012
under the responsibility of a newly established Special Delivery Unit (SDU)
in the Health Ministry. The government announced for 2014 the creation
of a national Health Innovation HUB meant to connect hospitals with
pharmaceutical MNCs.

In November 2008, the Romanian government proposed the full decentrali-
sation of (non-emergency) hospitals and the creation of new agencies
responsible for public health, medical assistance, health programmes, and
hospital equipment. The programme was temporarily abandoned after the
2008 elections and replaced by a mild organisational reform of the Health
Ministry (Decision 1718/2008). In 2009, the administration of 373 (out of 435)
hospitals was decentralised. On the agenda since 1996, hospital accreditation
by a dedicated Commission (NCHA) was finally introduced in order to enforce
national standards and withdraw NHIF money from non-compliant hospitals.
Local authorities would appoint managers and finance administrative
expenditures. Appointment criteria and funding levels, however, remained
unregulated. Between 2011 and 2013, all Romanian hospitals were set to be
re-classified within five “competence” categories (from regional centres to
specialised facilities). The procedure was repeatedly postponed until the end
of 2013, as most centres were expected to fail the quality requirements. By
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2013, savings from closing hospitals were much smaller than planned and
only 14 out of 67 had become residential facilities. 28 hospitals achieved the
“regional” status, whereas a large majority (201) only obtained limited or very
limited competences. Failed centres were downgraded to “hospital branches”,
with no clear implications for their operations.

Whileregulation and enforcement of uniform performance standards
in Greece is still lacking, Romania and Ireland tried to update their
standards. In early 2008, the Irish HIA approved new national standards
for residential care with effect from 2009, while a NHSS Bill was passed in
October, providing for a new income-support scheme for home-based nursing
LTC. In January 2012, a new target required that no one would wait more
than 9 months for treatment or 6 hours from arrival to discharge or getting a
bed in an Emergency Department. However, waiting times for specialist visits
requested by a GP, normally the longest, were not included. In Romania,
higher standards were adopted in disability care facilities, although staff
shortages prevented similar improvements in mental health centres. Finally,
a government ordinance was issued in April 2010 to combat fraud in medical
certificates; tighter rules and penalties resulted in €34 million of savings and
€400,000 worth of fines. The 2013 Romanian MoU endeavoured to define
the publicly-reimbursable basic benefits package based on objective and
verifiable criteria. To this end, the basic benefits package for medical services
and products was redesigned.

Greece and Romania exerted direct and sustained efforts to keep
hospital and clinical costs under control, as promised in their
respective MoUs. In Greece, health units were obliged to justify procurement
requests in their annual plans and hospitals to report quarterly on drug
spending. Centralized procurement reached a 25% level of hospital coverage.
Costing mechanisms, fees, and per diem refunds were re-priced in 2011, for an
estimated 30% increase in hospital revenues. A first attempt to introduce DRG
cost-accounting try-outs led to a hike in reimbursement bills, so the attempt
had to be halted to avoid putting health insurance funds at financial risk. A new
attempt, this time including personnel costs, is currently on the agenda. It will
rely on a dedicated DRG Management Institute and the assistance of foreign
expertise. Finally — while at work on alternative measures — the government
introduced a temporary clawback mechanism in 2013, similar to that imposed
on drug providers, which will target private clinics and diagnostic health units.
The EOPYY will not reimburse amounts exceeding an annual target. The
greatest risk is that the resulting extra costs will be passed onto the patients.
Also Romania started to implement a centralized procurement system for
pharmaceuticals and medical devices for hospitals. It furthermore reduced
new cost standards for LTC by 8%, and cut by 3% the resources available to
disabled and elderly patients from January 2010.

Controlling drug prices became a shared top priority for the 3
MoUs countries. In Greece, cost savings in pharmaceuticals spending
make up some 2/3 of the overall reductions in health care, amounting to
about EUR 1.0 billion (0.6% of GDP) over 2013-14. Positive drug lists,
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abolished by Karamanlis in 2006, reappeared in early 2010. In May 2010,
pharmaceutical prices were cut by 20% and the EOF issued a negative list
of non-reimbursable prescription drugs. For hospitals to achieve a generic
prescribing rate close to 30%, the cost of generics was kept below 70% of the
original drug’s price. Also, the “positive list” of drugs was meant to be revised
periodically. In February 2011, the Ministry of Health acquired drug pricing
authority. From May, a national “price observatory” was tasked with four-
month “international reference pricing” (IRP) revisions, keeping Greek prices
in line with the lowest three across the EU. Finally, a ban on pharmaceutical
exports was announced by the EOF in October 2012, to avoid drug shortages
due to price differentials with Western European markets. E-prescriptions
(see below) and prescriptions by active substance were made compulsory.
About 800 new generic medicines have been priced since February 2013. The
OTC list has been enlarged and the previously fixed mark-up of 35% has been
transformed into a maximum mark-up to increase competition in the OTC
sector. The positive list has been updated and a clawback system is active.
In 2010, the Irish Health Minister announced the government’s intention to
provide for generic drug substitution and “reference pricing” (to compare the
therapeutic effectiveness of different drugs) starting in 2011. These measures
were adopted in 2013. Reference pricing is expected to deliver at least €50
million savings in 2014. The Health (Pricing and Supply of Medical Goods)
Act 2013 also includes a process for the review of existing prices outside
of reference pricing. With Emergency Ordinance 104/2009, Romania
introduced a clawback tax on the sale of reimbursable and hospital drugs.
Producers had to pay from 5% to 11% of total sales to cover gaps between
NHIF allocations and effective drug consumption. Increasing pharmaceutical
use, however, inflated the clawback tax: the tax rate was lowered from 30% to
20% in 2012, although other measures attenuated this reduction. At the end
of the year, the government agreed with drug producers on a mechanism for
reducing hospital arrears and a new clawback formula.

As alast cost-containment mechanism, e-health tools were introduced
in Greece and Romania. In Greece, hospitals have been obliged to use
international e-auctions to maximize procurement value. In October 2010,
the OAEE fund launched an e-prescriptions pilot programme, later to be
extended to IKA and other funds. Significant savings have also been achieved
with the introduction of e-prescribing and e-referral systems, progressively
made compulsory throughout the system. E-prescription now covers more
than 90% of all out-patient pharmaceutical prescriptions under EOPYY and
a system that allows for the e-registration of manual prescriptions has been
implemented. An automatic blockage mechanism, activated when branded
prescriptions reach 15%, is in place. Branded prescriptions now only make
up about 1% of total out-patient prescriptions. Full e-prescription coverage
was set to be achieved by autumn 2013. The next planned step would be the
introduction of “compulsory prescription protocols” for some therapeutic
groups, enforcing the adoption of ICD-10 coding. Both Romania and
Greece implemented IT-based patient recording (respectively in 2010 and
2011). Registrations with Romanian family doctors fell from 27 million (5
million more than the entire Romanian population) to 17.9 million patients.
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The insured population fell from 20 to 18.7 million. Estimated gains for the
health administration total €39 million. As requested in the updated MoU,
Ireland developed a new e-Health strategy in 2013, with emphasis on the
establishment of health identifiers for patients and professionals. Identifiers
should enable the creation of an e-prescription system and a Money Follows
the Patient hospital funding model. The publication of the Health Identifiers
Bill was expected before the end of 2013.

3.1.2. Financing reforms and trends

Recent reforms have increased the share of health care financing
shouldered by individual patients. Starting conditions varied widely.
In the mid-2000s, the Greek tax system financed only 20% of total health
spending (mostly through indirect taxes), against 46% from user charges and
34% paid by social insurance. Direct costs to users were also inflated by poor
administrative coordination between private providers and GPs operating
under the funds. In mid-2011 the budget of 210 mental health and rehabilitation
centres was cut by 45%, while chronically ill or disabled retirees in residential
care were required to contribute up to 80% of their pension income. In
Ireland, 80% of health spending was tax-financed, including health-related
LTC and even privately provided services. In Romania, financing was based
on social contributions, supplemented by systematic subsidies from the
general revenues. EU funds are increasingly used to finance residential care
and reforms involving sub-national levels of government. The EU Social Fund
financed 85% of the costs of decentralisation in Romania.

Increasing co-payments was a key driver of health financing
privatisation. In Greece, co-payments (for pharmaceuticals, diagnostic tests
and use of private clinics) increased and exemptions were drastically reduced.
An “entrance ticket” was introduced in September 2010 for all regular visits
to out-patient hospital departments. In the second half of 2011, user charges
for hospital access increased to €14 million and to €100 million for afternoon
visits. Moreover, each GP is reimbursed only up to 150-200 visits per month:
patients beyond this limit must pay an extra fee of €10 to €20. Since the EOPYY
had to operate with €2 billion less than initially planned, co-payments (15% for
clinical tests, 25% for certain prosthetic, orthopaedic, and respiratory devices)
and a ceiling on consumables were introduced in January 2012. At the same
time, existing exemptions from user charges for some groups were lifted (e.g.
for the chronically ill exemptions are strictly related to their chronic illness,
even though some of their ailments maybe an “indirect” consequence of their
health conditions). A €25 fee on hospital admission and an extra €1 fee (on
top of a 25% co-payment) on prescription have been imposed in 2014. User
charges for treatment in private clinics (if required) have also increased (the
rates differ among major health insurance funds, ranging from 15% to 50% in
the case of farmers). At the same time, however, €46 million worth of vouchers
were introduced in 2013-14 to restore primary care access (for only 4 months
and up to 3 visits) for 100,000 people among those who lost their SHI coverage.
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The Irish budget for 2010 contained a new charge on medicines equal to 50%
per item (up to a family maximum of €10/month), an increase from €100 to
€120 in the monthly threshold for the Drugs Payment Scheme, and a 21%
cost increase for private beds in public hospitals. Legislation to charge all
private patients in public hospitals is envisaged to take effect in 2014. OoP
payments increase from €120 to €132 for 60% of the population in 2012.
Private insurance coverage grew in Greece and Romania but remained stable
in Ireland, even though personal plans increased premiums (up to 40% more
costly) while decreasing medical scope.

In line with what was agreed in the MoU, from 2009 Romania provided for
a new “health ticket” that expanded co-payments on the basis of income and
service type, for all but the most vulnerable. The health ticket came into force in
April 2011. In November 2011, after more than one year of delay, the Parliament
introduced co-payment of medical services, including hospitalisation, starting
on January 1st 2012 (Law 220/2011). Rather than apply means-testing as
originally agreed in the MoU, the new norm excluded the weaker 40% of the
Romanian population. Also, it did not apply to emergency care, family doctors
and medical laboratories. Unlike the 2010 draft, the law allowed co-payments
through private plans and defined for each patient an income-proportional,
rather than fixed, annual co-payment ceiling. Co-payments replaced the 2009
clawback tax, with an estimated gain of more than €80 million. One year after
their introduction, however, financial effects were insignificant, as access
through emergency services saw a suspect increase.

The reforms brought together spending cuts and tax increases.
Public health spending in Greece fell by €2.9 billion between 2009 and
2012, with €2 billion more planned in 2013-14. This €5 billion cut, unfolding
in just 5 years, far exceeds the 2% GDP (about €1 billion) that the OECD
estimated as the margin for efficiency gain in the decade 2007-17. Greek
health insurance funds spent €10.2 billion (including pharmaceuticals) in
2009, reduced by €850 million in 2010, €1.4 billion in 2011, and €3.5 billion
in 2012. The national budget covered deficits from funds and hospitals, most
of which were in severe fiscal straits. The Irish health budget, €16.3 billion
in 2010, was cut down to €13.3 billion by 2012 (by €1.1 billion, of which €660
million from public sector wage cuts, in 2010, by €727 million in 2011, and
by €750 million in 2012). Wages, procurement, outsourcing, and the capital
and drug budgets bore the brunt of the reductions. In 2010, the Health
Minister announced a further (non pay) cut of €106 million, a 40% price cut
on 300 of the most common off-patent drugs. The National Recovery Plan of
November 2010, published just before the signing of the MoU, acknowledged
the need to protect the health sector but mandated another €1 billion cut, and
6,000 more redundancies. Cuts to the NTPF were enacted between 2010 and
2011. The 2012 budget envisaged €800 million additional cuts for 2014 and

12. For instance, the sickness insurance of IKA, one of the biggest funds, was about €2 billion in
2008. By the end of 2013, the Greek EOPYY still faced €1.6 billion arrears and a €1.2 billion
deficit. The transformation of EOPYY into a funding organisation responsible for both primary
and secondary care is currently being studied.
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implemented an extra cut worth €300 million and 3,500 jobs in December.
Savings were partly redirected to more pressing needs: €97 million to support
the new Fair Deal programme for home-based nursing care, €10 million to
expand the coverage of HCP, €230 million to expand the coverage of the
medical card and to improve access to GPs. €50 million extra were allocated
to the NHSS, which had been suspended for overdraft in 2011, whereas a €360
million supplementary budget was activated to bail out the HSE in 2012. In
Romania, the health budget was relatively sheltered from cost-containment
measures and “only” fell by 12% between 2008 and 2011. Short of funding for
the last term of 2009, the government financed it with credits from the 2010
budget.

Tax increases were especially important in the Irish case. A universal social
charge was levied on all taxpayers in 2008, whereas unplanned emergency
measures were taken in early 2009. The special Health Levy (2% on earnings
up to €100,000 a year, 2.5% above that sum, with exemptions for the lowest
incomes, as well as for medical card holders, survivors and single parents)
was increased to 4% up to €75,000 a year and 5% above that sum. The health
levy was increased in 2012. To increase the contribution bill, Romanian
pensioners were also subjected to health contributions (5.5%) up to a minimum
benefit floor from January 2011.

Keeping the hospital budget under control was a common priority.
In line with obligations in the MoU, Greece pursued cost-containment in
the hospital sector by redrawing the hospital map and by rationalising both
administration and resource management. Laws 3868/2010 and 3918/2011
provided for an afternoon shift in hospitals and health centres with extra (and
partly non-reimbursable) fees and introduced a €5 co-payment for out-patient
services. At the same time they also granted full reimbursement for diagnostic
tests run in public hospitals. Costs of medical supplies were reduced by
12.3% between 2010 and 2011. The government met with the representatives
of medical industries, negotiating an option to pay part of current hospital
debts with “zero-coupon” bonds entailing a 20% loss for the creditor. Cost per
patient in public hospitals fell from €3,500 in 2009 to €3,000 in 2010 and
€2,500 in 2011. Drug spending was reduced by about €2 billion in 2011-12.
Also, in January 2013 the government decided a “haircut” of 20% on EOPYY
debts to hospitals, pharmacies and suppliers (on drugs the haircut was 8%
plus the clawback tax). DRGs payment is being progressively implemented.
From January 2014, hospital services will be purchased directly by EOPYY
through prospective budgets based on KEN-DRGs costing procedure.
Centralised procurement has been initiated and in 2013 covered about 25%
of all hospital buys. The Irish budget for 2012 included a planned reduction
of hospital beds and wards and a 4-5% cut in services (mostly inpatient, but
also emergency and homecare) and a price increase for private beds in public
hospitals, but also free GP access for the long-term ill. Romania reduced
the number of contractible hospital beds while planning the introduction of
further mechanisms to reduce hospitalization periods and to increase the use
of ambulatory services. In April 2013, the Romanian CNAS stopped funding
stomatology care and emergency services, shifting the entire cost onto patients,
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despite widespread dental problems in Romania. Public reimbursements to
private providers (including the most efficient) were also capped at 5% of total
county allocations in 2013 and 2014.

3.1.3. Provision reforms and trends

As a general trend, recent reforms have reduced the scope of public
provision while fostering the development of private alternatives.
As an exception, in 2008 Romania invested in hospital equipment and
expanded financing for ambulance services, as well as for oncologic, diabetic,
and maternity programmes. On the contrary, the Greek SDIT partnership
system increased health care infrastructure investments by €800 billion by
expanding the role of for-profit actors.

Access to health provisions was eroded in Greece and Romania. In
Greece, unemployed persons and members of professional funds that did
not join the EOPYY lost their insurance coverage. In addition, harmonisation
across the funds meant a reduction in the lowest common standards. Finally,
delays in the implementation of measures to repay arrears led suppliers to
boycott the ESY, further disrupting hospital services. Instead, Romania
agreed with the World Bank on a restriction in the scope of social insurance,
leaving some services to the private sector. Private clinics, which follow West
European clinical and wage standards, experienced two-digit growth rates in
2009 and 2010. They mostly operate laboratory diagnostics and dental and
gynaecology/maternity services. Private insurance plans typically provide
access to basic services with top-up options. Preference for private clinics
is growing rapidly, especially among young, highly educated, and well-off
citizens, and in the major cities.

Hospital reorganisations reduced the number of publicly provided
beds. In Greece, the network of insurance and primary care providers was
reconsolidated after lengthy political confrontations. The contextual redrawing
of the hospital map left 83 out 137 centres and 32,000 out of 36,000 beds (550
for private practice). Moreover, about 25% of the intensive care beds were not
used due to staff shortages. Decreased hospital capacity led to a reversal of
the progress made on waiting lists in 2012, introduced to increase access to
home-help assistance, publicly or privately provided, and with a possibility
of extension to other disability services. Decentralisation in Romania led
to the elimination of 9,200 beds and to a marked (up to 20%) reduction of
hospitalised patients and relative costs. Moreover, hundreds of pharmacies
were closed due to NHIF arrears, while many hospitals limited their activities
to major interventions, waiting for financial assistance from the CNAS.

The trend towards privatisation of provision is particularly evident
in health-related LTC. In April 2009, the Greek Health Minister agreed
with the EC a progressive de-institutionalisation of mentally ill patients.
Even the large “Home Help” programme (assisting about 120,000 elderly
and disabled persons) was at risk of closure. In Ireland, home care packages
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are a combination of home help, public health nursing and other allied
professionals. HSE directly provides 75% of home care, although contracting
out to private providers is expanding. In the mid-2000s, private home care
providers increased from less than 10 to more than 200 as a result of the
decline in informal care (mostly provided by religious organisations and the
non-profit sector) and of HSE expanding its allocations for externally provided
services. Due to the crisis, carers’ benefits and allowances were cut from 12.6
million hours in 2008 to 9.8 in 2012. The HSE funded 23,611 places in the
NHSS in 2012.

3.2. Member States under moderate EU leverage

France, Germany, Italy, and the Netherlands can be classified as countries
subject to a moderate EU influence. Official EU documents, including CSRs,
often referred to their health and LTC systems as too costly, inefficient, or
otherwise in need of reform. At the same time, governments in these countries
already defined and pursued ambitious reform agendas. In most cases, what
we see in this subgroup during the crisis is an intensification or acceleration
of previous reform trends and goals, or at least attempts in that direction. In
particular, we see that countries that adopted major regulatory reforms before
the crisis (Germany and the Netherlands) show a smoother reform process
during the crisis as well. Italy, which failed to enact reforms between 1999
and 2008, instead rushed considerable cuts over the last years, a pattern
more similar to the Greek one, although Italian health spending over GDP is
rather low. France stands in between the Italian and the Dutch-German cases
with respect to both reform timing and content. External pressures, jointly
brought about by the EU and the aftermath of the crisis, have arguably led to
a wider scope for cost-cutting interventions. Reforms to make provision and
regulation more market-oriented are also common.

The French health system combines traits of both the SHI and the NHS
model. It provides for universal public insurance, together with greater public
control and voluntary supplementary schemes (VHIs). The individual share
of costs for SHI+VHI insurees is 9%. Provision also relies on a public/private
mix whereby primary and ambulatory care are mostly provided privately,
while hospitals and hospital services are mostly public. This separation
sometimes leads to weak coordination and other inconsistencies. Consistent
with the health regime to which France belongs, SHI funds reimburse health
care costs ex post. Overall, the system keeps user charges low while granting
broad access and high care utilization.

Decentralisation, privatisation, and managerialisation trends have been
apparent in the French system since the 1980s. SHI coverage and benefit
scope were reduced, shifting health responsibilities towards the VHI.
Hospital managerialisation started in the early 1990s. Facing a series of
health deficits in the vicinity of €10 billion between 2003 and 2005, French
policymakers enacted a major reform in 2004. A new top regulator, the HAS,
was introduced into the system. Hospital acute care was set to be paid through
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a T2A system, a DRG-like mechanism. The best performing hospitals could
be rewarded with additional funds, and it became possible to close down the
least efficient. Patients were asked to select a family GP, to whom they would
address any medical necessity. At the same time, specialists were allowed to
ask patients not referred by a GP for higher fees. After many years of rapid
growth, health spending reached 11% of GDP, or €208 billion, in 2007.
Further cost-containment mechanisms had already appeared before the
crisis. Economic growth trends in France (-2.7% in 2009) were less affected
by the Great Recession than in the rest of the EU. Still, estimates suggest that
the crisis contributed to up to 75% of the health deficit in 2009 and 2010,
adding to the system’s long-term challenges. Major shortcomings include lack
of coordination, high costs, and the strong influence of the medical profession
over policy-making.

Formerly considered the prototype of the SHI model, the German health
system is actually a SHI/PHI hybrid. SHI schemes cover about 70 million
people and PHI plans about 9 million, while about 3 million Germans benefit
from public employees’ schemes. Health and LTC spending increased from
9.6% of GDP in the early 1990s t0 10.5% in the late 2000s (about 