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Introduction

The meeting was convened by the WHO Regional Office
for Europe and organized in collaboration with the
Nuffield Tnstitute for Health Services Studies,
University of Leeds. It was attended by 27 participants
from 14 countries in easterm, central and western Eurgpe,
the Director of the European Healthcare Management
Association and three WHO staff members. The
participants were welcomed by Dr B. Hunter, Director of
the Nuffield Institute and by Dr J.R. Bengoa on behalf of
the WHO Regional Birector for Europe. They represented a
range of disciplines ineluding health policy, planning
and management, health economics, sociology, political
science, social administration, medicine and public
health.

Eight background papers commissioned for this
meeting provided the framework for discussions. The
papers reviewed the situation in countries which are
either undergoing system—wide reforms or exploring new
arrangements for health care organization and
management, These papers - from Hungary, Israel, the
Netherlands, Poland, Spain, Sweden, the USSE and the
United Kingdom - plus an additional paper from the
Federal Republic of Germany, will be published later in a
joint WHO/Nuffield Institute publication.

Background

Despite manifest differences in European health care
systems with respect to funding and organization,
policy-makers in a number of countries have shown an
inereasing interest in the application of market
principles to health care problems. This interest has
been stimulated by a perpetual concern with issues of
cost containment and managerial efficiency, by a desire
to be more responsive to consumer preferences, and by the
nead to improve the overall standard and quality of
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gservices. Existing organizatiomal patterns are often
considered to be unnecessarily bureaucratic and
ingensitive to the patients served,

Some European health systems already have geparate
purchasing and provider arrangements. Others are either
starting to move in this direction or are contemplating
doing so. Given the degree of structural ferment in
European health care systems, there is a considerable
potential for comparative evaluation and for learming
from other countries' policies.

Movement towards a mixed or market-oriented system
of health care may have major implications in terms of
the range, comprehensiveness and standard of services and
the squity with which they are distributed. While
existing publicly operated health care systems inevitably
exhibit imnefficiencies and other problems, it is
important to understand the source of these problems
before launching into new departures in an effort to
zolve them.

The purpose of the meeting was to examine these new
developments in management and organization and to assess
their relevance to particular health policies and
strategies being pursued or considered by selected
countries. The intention was not to dwell on detailed
changes in individual countries, but to develop 2 set of
issues and themes common to - or at least shared in large
meagure by - all.

Efforts to establish new arrangements for the
delivery of health care are under way in several
countries. Other countries are watching these
developments with great interest and have either embarked
on small-scale experiments or are contemplating deoing so.

A number of key issues related to the management,
organization and financing of health care merit




understanding and analysis. The following are four
pxamplaes.

First, proposed or potential changes typically
involve the introduction of market principles,
either wholly in the public sector (i.e. public
competition) or among a public-private mix of
service providers. What acve the likely advantages
and/or disadvantages of these different approaches?

Second, proposed or potential changes all aim at
management processes with the stated purpose of
improving performance and efficiency. They are
therefore intended to be a means to an end vather
than an end in themselves. To what extent, however,
will these changes affect health outcomes? To what
degree can notions of the marketplace fit with
notions of health plamning and strategy as currently
congeived?

Third, the three principal sectors of health care

syszems — primary care, hospital care and community
care — often have difficulty in providing properly
integrated and coordinated patient care. Will
proposed or potential changes encourage a more
integrated approach to health service delivery?

Fourth, despite obvious differences among European
health ¢are services, there may be a growing
convergence of ideas on the sclutions to seemingly
intractable problems. If various market-related
developments now in progress are to inform thinking
and policy analysis in other countries which may be
congidering similar reforms, it is essential that
lessons be learned from them as early as possible.



Discussion

Satting the agenda

Mr D. Nicholi, Chief Executive, National Health
Service Management Executive in England, gave the opening
speech. He stressed the "quiet revolution"” which is
occurring in health care systems throughout Europe. This
revolution, he said, has its roots in a set of common
concerns: rising health care costs} growing user
dissatisfaction; ingensitivity to issues of
effectiveness and efficiency: and growing concern about
putcomes and the quality of care being delivered. These
factors have driven health care policy-makers and
managers to seek a better way of meeting health care
needs .

The agenda of change facing the counkries of Europe,
despite differences in the organization and financing of
their health care systems, is also similar from one
eountry to ancther, focusing on issues guch as quality of
care; improved resource use; consumerism; better
linkages between primary, secondary and tertiary care;
and more effective ways of auditing services.

There is a tendency for countries that are in the
process of reorganizing their health care systems,
continued the speaker, to look inward and concentrate’
their energies on immediate implementation of the
changes. This is understandable; however, insularity
can cauge difficulties, in that past mistakes may well bhe
replicated. Therefore, international meetings such as
this one are a valuable opportunity to reflect on and
learn from the experiences of others.




The search for solutions

The meeting considered that an alternative to
looking inward for answers is to reject previous practice
and search for a new or different solution. This
approach can be equally problematic, in that tried
methods (even if found wanting) may be discarded in
favour of untried and in some cases untested ones. There
is also a possibility that the "new" way forward will be
characterized by unrestrained market forces determining
the nature and type of health services available.

The rejection of mechanistic planning in favour of
market—determined health care also can be gquestioned.
Social justice and the importance of solving problems are
being paid increasing attention by pelicy-makers. There
is a danger of succumbing te "short-termism', that is
satisfying present desires without regard to the
long-term implicationg and/or consequences. The idea
should be to find another, better way encapsulating the
best of both worlds, so0 that the gecurity hitherto
afforded oy state-organized health care is reframed but
tempered by greater personal involvement and choice as
regards the secvices available.

The rationale For reform

Health care systems established in the aftermath of
the Second World War were intended to be stable
structures. Over the years, however, this stability has
led to rigidity and normative operating procedures which
are often seen to be serving the objectives of providers
and managers instead of increasing the welfare of the
intended beneficiaries. Public dissatisfaction added to
rizsing health care costs have induced governments to look
far other ways and mechanisms for supplying health care.
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Various participants made presentations concerning
problems and proposed reforms in the health care systems
of a broad spectrum of countrieg in eastern, central and
western Europe. Although the background conditions
varied, a number of common themes emerged.

Control/containment of expenditures

The riging cost of health care, whether funded
centrally or through social ingurance and sick funds, and
the agsociated growing demand for care has become a major
izgue in all countries. A range of methods is under
congideration to curb expenditure. Ome often mentioned
is the introduction intp the aceounting system of a
modified form of Diagnostic-Related Groups (DRGs), as a
means of identifying where and how costs are incurred in
treatment. The information obtained can be used as the
basis for new policy.

Public expectations

A number of issues are bound up under this heading:
first, growing dissatisfaction among patients with their
lack of choice among the health services now available;
second, growing concern over the lack of a direct patient
contribution to health service decision-making; and
third, high expectations on the part of patients
concerning the curative health care system which, it is
argued, are not always matched by a recognition that' they
must reciprocate by taking better care of their own
personal health, and which c¢reate a misplaced dependence
on curative health services. This reasoning is leading
governments to seek ways of creating a "health care
partnership” between the individual and the system, by
using better mechanisms for disease prevention, health
promotion and patient motivationm.




— ————
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Decentralization

A common feature of many changes or reforms is the
desire to decentralize decision-making to the local
level. This is in part a response to public pressure for
health care providers to be more sensitive to their
particular needs, which also means greater local
accountability. It also is in part an attempt to
strengthen intersectoral ¢ollaboration at the local level.

Market mechanismsg

Many countries are considering various forms of
market mechanisms in response to the twin pressures of
rising costs and a growing demand for consumer choice in
health care. The idea of competition in a market
environment iz attractive in that it is percelved as
producing greater cost-efficiency, wider patient choice
and better use of resources.

Quality of care

Improved quality was a stated objective of all the
reforms under consideration. The concept of a "basket”
or package of services was often mentioned favourably;
however the consensus on what that package should include
has still to emerge. It also was acknowledged that
existing health care information systems were not
sufficiently developed to measure quality of outcome.
Most systems were good at measuring inputs but were
unable to ascertain whether the services delivered had
improved health status. ‘

Staff training and development

Most reforms proposed would have an impact on
staff. A number of personnel problems were identified
which would need to be addressed simultaneously with the
reform issues. These were questions about: staff




-8 -

attitudes, especially towards patients; implications for
the production and supply of staff; impact upon morale;
staff shortages; and retraining of existing staff.

These issues will present different challenges to the
varigus health care systems represented at the meeting.

Proposed or potential reforms described in the
presentations on the various countries highlighted a
number of key factors whose implications have yet to be
fully ascertained and assessed. The common theme was an
overwhelming desire for change based on the belief that
the existing infrastructure was no longer appropriate to
the health care needs of the population. The need or
basis for reform was thus clearly established. However,
the likely consequences of the reforms proposed were less
clear. This was the issue to which the meeting then
turned.

A number of guestions were drafted to focus
diseussion on how the new trends in policy-makers'
thinking would bear on the established principles (as
opposed to practice in countries) of health care
provigion as laid down in the Declaration of Alma-Ata,
and on the European strategy and targets for health for
all = especially those relating to equity, appropriate
care and manapement systems.

The participants were divided into groups and the
questions were put to them for discussion, as follows.

Core dquestions

(1) To what extent will the proposed reforms have
an impact on current policies and programmes
regarding particular populations, local areas and
activities, notably:
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— intersectoral activities undertaken in
collaboration with the housing, education or
other sectors and directed at various target
groups;

- services provided for vulnerable populations
(e.g the elderly and £rail, children, the
chronically ill and the poor):

— health promotion and education activitieg?

(2} The movement amomg institutions towards
markets, marketing profitability and corporate
strategic planning implies a shift in the locus of
planning., What will be the consequences of this
shift compared to existing and/or continuing
approaches based on public sector plamming?

(3) Civen current trends in organization and
funding, what appear to be the likely effects on:

- the existing relationship that binds
professional provider and individual patient;

- relationships between health workers and their
local communities?

Although the groups were expected to channel their
main energies into discussing the core questions, they
were also given some optional questions. Whereas the
presentations and discussions so far had explored the
projected benefits from the reforms being introduced or
contemplated, these optimal questions were designed to
address and test some of the objections raised.
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Dptional questions

(1) To what extent does a market-based delivery
system encourage economic efficiency through
short—-term productivity, rather than longer-term
social, political and cultural objectives?

(2) Different market-style reforms will generate
different transaction costs. What will be the costs
under different reform proposals of negotiating,
monitoring, evaluating and where necessary going to
court over contracts? Many such reforms will
jnvolve much greater and more Erequent use of formal
contracts between purchasers and providers.

(3) By creating competition between sarvices, to
what extent will the proposed reforms lead to
duplication of services?

Results of group discussions

The core questions were designed to focus on the
impact or implications of the proposed reforms. [t
bacame clear that there was little or no homogeneity,
however, among the reforms under consideration or being
implemented in the various countries. This lack of
uniformity or similarity led to an attempt to categorxze
the reforms taking place, as follows:

- the addition of market mechanisms to tax-based
public health care systems;

- the addition of market mechanisms to
social-insurance-based health care systems;

— a shifr from tax-based public health systems to
social=insurance funding (with the possible addition
of gelected market mechanisms);
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- a move from soclial-insurance-based health schemes to
a tax-based public health system (with thé possible
addition of selected market mecharisms).

The influence of reforms

The term "market mechanisms" undovbtedly covers a
wide range of measures, some of them more radical than
others. It is particularly important to distinguish
between measures designed to open the funding of health
care to market pressure - for example, the introduction
of , or an increase in, co-payments — and those aimed at
stimulating competition or choice between public,
voluntary or private providers. In general, it was felt
that measures encouraging a greater element of private
finance in health care would be a less desirable outcome
in so far as they carried a risk of introducing new or
greater inequities in the system, whereas measures which
attempted to promote competition among providers while
leaving untouched the existing and socially acceptable
balance between publi¢ and private funding would be
preferable. This conclusion reflected the prevailing
view that the goals and objectives which the reforms seek
toa achieve could only be achieved through some form of
public or open-access health care system, whatever the
details and mechanisms =might be in a given country.

The impact of reforms on intersectoral activities
was rather difficult to assess. While different elements
in the reform packages will have different effects, as a
general statement there is no reason to presuppose that
the reforms will necessarily lead to a down-turm in
intersectoral activities. There are substantial problems
of intersectoral collaboration and coordination in the
present systems, and indeed the reforms have the
potential to improve onm the current track-record,
provided they do not introduce any perverse incentives
which might harm health care.
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Certain aspects of the reforms such as
decentralization and deregulation might increase
intersectoral cooperation because of the ewphasis on
finding local solutions to common problems, which could
make it easier for peaple to cooperate, especially where
they share common goals. Decentralization of health care
is perhaps most likely to encourage more intersectoral
activities, especially if it results in an improvement in
the nature and quality of community health surveillance
and monitoring, identification vf risk facters, control
of exposure to the risk factors and follow-up programmes.

The effect of the "market" on intersectoral
activities is more difficult to discern. Specification
of needs for and standards of service and their
anforcement in contracts may or may not help
intergectoral coordination. The risk is that, as can
ocouy with existing systems, each sector will seek to
offload its problems on to the other. The outcome of
this will depend on the arrangements adopted and the
incentives in the system. However, it does suggest that
some mechanism to monitor effects and to take, or at
least to prompt, corrective action whem required would be
advantageous.

With respect to the impact on vulnerable
populations, at least three categories of vulnerability
were identified:

~ gocial and intellectual vulnerability;
~ financial vulnerability;
— health status vulnerability.

To increase individual choice is one of the aims of
the reforms, and it is important to ensure that this
choice is available to all, including the vulnerable
categories. Opinions differed on how best to achieve
this aim. Some argued that if providers had to compete
they were bound to be influenced by the "short-termiszm"
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of public opinion, with the result that the vuinerable
would be the losers. Others believed that market
mechanisms in a public-sector—funded health care system
would improve efficiency and guality of care, which in
turn would bemefit the vulnerable, who had little or no
voice in the current system.

Additionally, some countrigs propesed to replace
their tax-based systems with social insurance schemes
precisely in order to help the most vulnerable, who were
put at a disadvantage by the lack of transparency in
present arrangements. Provided the replacement social
insurance scheme was redistributive, the greater
resources could be beneficial to the most vulnerable in
society. Whatever the reforms, the general view was that
the state would be required increasingly to act as
protector to the vulnerable to ensure that their needs
were adequately met in the new health systems.

It would appear that health education and promotion
activities are not conceived of as forming part of the
reforms, and some anxiety was expressed that they would
be overshadowed and might be vulnerable to competitive
pressures, especially from the much more politically
powerful professionals in the acute sector. This problem
might even be exacerbated if the public in its perception
of health care persisted in not attaching priority to
health promotiom, in view of the greater visibiliry of
acute sector outcomes. Moreover, under competition,
health care providers may be more likely to favour
activities which offer short-term benefits rather than
the longer-term benefits associated with health promotion.

However, although the participants were not
confident that market mechanisms would of themselves
promote greater efforts at health promotion, it was
stressed that the form of the reforms and their
objectives in mo way ran counter to the possible use of
market mechanisms outside the health sector Lo encourage
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or promote health promotion. High taxes on tobacco and
alcohol and lower insurance premiums for those with
healthy lifestyles were cited as obvious examples of the
possibilities.

The locus of planning

The locus of planning and the role of the planner
will change but both will remain crucial to the overall
functioning of health systems. It is likely that
planning will increasingly be linked more directly to
decision-making and to the resulting action. The
emphasis will thus be on managed planning in 2 more
market-oriented system.

The changes in planning are likely to include the
following:

2 change in scope: planning will be limited in
focus rather than comprehensive, but more manageable;

- a change in substance: the planning tasks of
purchasers and providers will be different, although
ultimately they will need to come Lo an
understanding with each other;

— a change of level: plans will be "owned"” by all
levels of the system;

— a change of time-scale: time-scales are likely to
be shorter, especially at local levelj

- uncertainty: this will increasingly prevail,
particularly where market mechanisms flourish.

As an important spin-off, where there iz less
government involvement in the actual delivery of health
care, this should provide an opportunity for more
long-term (strategie) planning, and it should alse give
planners the role of protecting the interests of those
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who have no constituency (the vulnerable). A key issue
is how far the planning activities of competing providers
would or should be constrained by national objectives.

If national objectives are to prevail, then the emphasis
must be on managed competition.

Consequences for local relationships

Advocates of all four types of reform claim that
they will be able to improve relationghips between the
public and health workers.

Health workers/local communities

It is impossible at the moment to predict what the
effects of market mechanisms will be. Decentralization
should increase the involvement of local communities In
health care. The effect of this will depend considerably
oun the mechanisms chosen, including the character and
membership of local governing bodies and forums for local
public participation, Different patterns of involvement
will follow if the key persons from the community are,
say, local business people, newly elected politicians or
representatives of community action groups. [t was
noted, however, that some of the proposed reforms aim to
establish a more equal and less patermalistic
relationship between the loecal community and health
workers. At this level it will be very important to
observe and try to understand how financial arrangements
do affect behaviour, especially as many of the reforms
will use financial mechanisms not only to pay for care
but also to influence the behaviour of the provider.

Physicians/patients

The "health contract” between physician and patient
may take various forms: professional, social or
private/legal. These relationships are changing partly
due to negative reactions to the paternalist medical
model of care, the growth of self-help groups, and
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interest in alternative forms of care. Greater choice
and information about medical services should alter the
relationship further. Some concern was expressed that
introduction of a financial element into the relationship
¢ould have adverse consequences for the patient, and
especially for the trust between patient and doctor. All
the reforms would benefit from heing accompanied by
public information and education on the subject of
medical uncertainty, Developments such as these must go
hand in hand with mechanisms for dealing with consumer
complaints or appeals.

In the event, the nature and the extent of the
debate on the three core questions meant that the groups
could not give serious consideration to the three
optional gquestions. One of these concerned the likely
transaction costs of different market-style reforms. It
was accepted that there woiuld be particular costs
associated with negotiating, monitoring, evaluating,
renegotiating and litigating contracts, but also that
there would be subsrtantial additional costs for
installing and maintaioing the information systems
necassary to provide data about volumes and costs as the
basis for systems of charges.

It was felt certain that the reforms would lead to
additional costs, and the gquestion therefore arose
whether these costs could bhe offset by savings achieved
through efficiency. There are three complicating factors:

= current calculations of present management costs are
unreliable and potentially misleading;

=~ natignal guidelines and constraints will restrict
the efficiency gains from market mechanisms;

- the health market will have both natural and
artificial imperfections.
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Research and development issues

The questions considered by the discussion groups
could be calied "metaproblems” because they are not only
complex but also have compound implications. Not
surprisingly, therefore, it was agreed that certain
isgues or elements of the guestions needed further
analysis and clarification. These may be summarized as
follows:

(1) What is the optimum balance nesded between
centralization and decentralization in order to
achieve improvements in health care and improvements
in health status? How and why do the approaches
differ between countries?

(2) What is the role of risk capital in providing
health services and in improving health status?

(3) What is the real contribution made by health
services to improvements in health and what is the
methodology behind the calculation?

(4* What changes in process, under a mixed health
ce a economy, are likely to affect patients who will
ne-d protection because providers need profits and
payers need power?

(5) In many Member States the general practitioner
is considered the gatekeeper to health services.
How will this role change in the mixed economy and
what will be the effects?

(6) Many health care systems seek to control costs
by treating people non-institutiomally. What are
the limits to home care, and how is home care
technology changing?
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{7) What are the ¢riteria for the hospitalization
of patiencs, and how might they vary between disease
conditions?

(8) BSome of the propeosed reforms advocate the
substitution of staff or different mixes of skills.
What will be the training and retraining
requirements of health workers faced with health
care gystems in which the balance is shifting,
wherever possible, towards non-institutional care?

(9) The importance of incentives as the key
determinant requires investigation, with particular
emphagis on the nature and consequences of various
incentives, especially whether they have a sustained
influence on behaviour.

Recommendations

1. It was generally agreed that the scale of the reforms
taking place or about to take place in the health sector
across eastern, central and western Europe are so
fundamental and far-reaching that there would be merit in
re-convening a group such as the participants brought
together for this meeting from time to time, to review
and evaluate the changes as they evolve,

2, Existing clasgifications of health systems are
increasingly inappropriate in view of the changing
gityation with regard to health services. Clarification
of the various elements of the changes and their
consequences will make it easier to identify new system
types. The Regional Office for Europe could play a
leading role in this.

3. It is essential to break down the various elements in
the reform packages being introduced throughout Eurcpe in
order to identify and measure their effects - economic
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and otherwise - on the provision of health services. The
Regional Office could encourage and facilitate this
activity in cooperation with Member States.

L. There is a role for the Regional Qffice to play in
monitoring the rapid changes and reforms taking place

throughout Europe and feeding the analysis back to Member.

States as rapidly as possible.

5, The Regional Office should encourage the
cross-fertilization of ideas between Member States, and
could encourage new bilateral and multilateral
initiatives in their early stages.

f. Member States should be encouraged to explore the
status and role of health for all in the new reforms.

7. The management issues arising from a mixed health
care economy will require careful assessment and
evaluation. This may be a future task for a working
group.
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