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Presentation
We are pleased to present CEIS-Sanità’s fourth Report, for 2006, which is now a regular
yearly event and a venue to discuss health care policies in Italy and worldwide.
The Report summarises the research work that CEIS carries out in the health sector, in
relation to the economics, the cost-effectiveness of the projects and the management of
public and private sector undertakings, also developing large-scale postgraduate training
and technical and scientific assistance activities targeting public and private institutions
and organizations.
The Report has a quantitative outlook, which is useful for providing a concrete basis for
health policy decisions.
This year, the Report focuses on controlling expenditure, enhancing effectiveness, ensuring fairness, developing governance in the public and private sector, and, last but not
least, improving the efficiency of care and of the services provided.
A number of foreign experts belonging to the principal international health economics
institutions, such as the International Health Economics Association and the European
Conference Committee on Health Economics, have again contributed to the Report.
CEIS-Sanità has been designated to organize the 2008 edition of the European
Conference on Health Economics (ECHE), testifying to its close-knit international relationships.

Luigi Paganetto
President CEIS
Tor Vergata Univ. of Rome

Giovanni Tria
Director, CEIS
Tor Vergata Univ. of Rome
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Management of the Italian
National Health System:
Complexity and Perspectives of the New Institutional Set Up

Spandonaro F.1
1 Introduction
Year 2007 is going to begin under the auspices of a new agreement between Government
and Regions, the so-called “Pact for Health”. In the decision of the institutional authorities to set a “new deal”, we seem to see both the need and the will to control the evolutions of the health system, that is to put the SSN (Italian NHS - National Health Service)
at the service of the objectives for which it was created: namely protection from health
related risks.
For the fourth year running, the CEIS Report offers both points for reflection and proposals from the point of view of aware and effective management of the Health System.
The contributions in the volume are the fruit of research in different areas, brought together on the basis of the support they can provide for the decision-making process; they
are linked by a logical thread which this year is the complexity involved in controlling the
system.
This introductory chapter examines, though not exhaustively, the reasons for that complexity and possible responses by the policy makers; it provides a key to reading of the
volume.
2 The context
The introductory reflection is on the importance of the financial argument in the health related policies debate. Year after year, agreement on financial questions becomes the necessary condition for signature of any institutional agreements, like the new “Pact for Health”.
The importance given to the financial aspect is well summarized by the alarm sounded
on health costs, often accused of being out of control. However, analysis of the available
data does not seem to provide complete support for that claim.
According to the latest OECD Health Data, used for reasons of comparability, health
expenditure in Italy in 2004 amounted to 8,4% of GDP, well below the 9,5% average of
the 22 countries examined (see chapter 1.1, Francia, Mennini).
One also finds that the growth of health expenditure, though faster than that of GDP in
all countries, has been relatively modest in Italy, making our country one of the most “virtuous”. The increase by 0,7 percentage points of GDP from 1990 to 2004, though sub1
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stantial, is the third lowest in Europe: this fact becomes still more significant considering
that the initial level of expenditure was low and growth in GDP has been very poor.
3 The financial scenario: control of expenditure and deficit
In the light of what has been argued in the preceding paragraphs, the debate on financial
sustainability of health care in Italy seems at least to be limited to the public health expenditures.
The concern over public health expenditure, in terms of its level, can be actually attributed to the persistence of a large debt that has very few parallels in Europe; in terms of its
growth, the concern refers to the persistent deficit, which provides the justification for the
thesis of those who argue that health expenditures are out of control.
On the first aspect, we can infer that, while there is no doubt that public expenditures
need to be held down, it is not entirely evident ex ante what the priorities should be and
hence what sectors should be “penalized” and which ones “protected”.
Perhaps it is not always fully realized that health policies need to be viewed in the overall
context of welfare policy. Doing so, one realizes that in the presence of overall constraints, the absence of action in some sectors (for example social security) may involve
costs in others (for example health). In practice one may remove with one hand (in terms
of benefit in kind) what the other hand has “left” in terms of benefit in cash.
Looking at the second aspect, that of deficits formation, we can observe that overspending is structural. Giordani and Spandonaro (see chapter 1.7) find that budget has always
been below actual public health expenditure, right from the start of the SSN. In the period
1982-2005 the gap averaged 0,4% of GDP, with relatively small annual variations. In principle, therefore, it would not have been impossible to close that gap.
Furthermore, the allocation of funds to health care does not seem to have been the result
of careful planning; for example, we observe that in some years the increase in funding
was below that of personnel cost, which is not only the largest item of cost but is, by its
nature, easily foreseeable.
The Budget Act, currently under discussion, envisages a significant increase in central
funding to € 96,0 billion, plus € 1,0 billion allocated specifically to the Regions in the
worst financial shape. To these central government resources should be added € 3,7 billion of regional resources, bringing the total allocated to € 100,7 billion or 6,7% of GDP
(in the event that this last grows at the rate envisaged in the economic planning documents).
Using an econometric simulation model (see chapter 1.3, Polistena, Spandonaro), it has
been estimated that economic and demographic growth, combined with the increased
funding, will tend to push public health expenditure to between € 104,8 and € 106,1 billion (depending on the scenario), even in the presence of increases in patient co-payments. (The Budget Act provides for higher co-payments for specialist and emergency
services).
To complete the picture, one must consider, exogenously, the effects of expected rationalizations in the Regions with large deficits (the net effect is estimated in the Budget Act
as € 1 billion) and the effect of measures to reduce prices (of drugs and medical devices)
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and tariffs (of laboratories) for a further € 1,1 billion.
Depending on one’s degree of optimism regarding both the efficacy of the regional rationalization plans and of price cuts, but also on the extent to which the final Budget Act
resembles the present proposal, the public expenditure in 2007 should lie between €
102,7 billion and € 105,0 billion, with a deficit from of € 2,0 to € 4,3 billion.
Summarizing, on the “worst” of the hypotheses, the gap between resources allocated
and expenditure of 0,4 percentage points of GDP is in line with the historical figure, whereas on the “best” hypothesis the gap would fall to 0,15 points.
In the light of the international evidence assembled in the Volume (see chapters 2.1-2.6),
this seems to be neither an Italian anomaly, nor a particularly critical aspect. If we exclude countries that avoid deficit “by definition”, that is by adjusting insurance premiums
(Netherlands) or adopting rationing policies (Australia), in the other cases (Argentina,
France, Spain, USA) the problems seem rather similar to our own. The fundamental difference one finds is rather less conflict or at least less sensitivity to assignment of responsibility for deficits. This results in quicker adjustment, avoiding the costs necessarily
incurred in accumulation of debt and/or delay in payment by the public sector.
International experience therefore indicates that one important aspect of the management of the system relates to the manner of conducting deficit set off, avoiding new
shortcomings to the (hopefully partial) failure of cost containment policies.
Coming back to analysis of the Italian scenario, the final results depend greatly on the
ability of central and local health policies to act coherently and in coordination to achieve the rationalization measures proposed in the Budget Act.
Reading of the measures proposed, however, seems to indicate a sort of “immature federalism”. The positive logic of federalism would leave the local authority the task of pursuing maximum efficiency while leaving the central level of government with the task of
setting general principles and checking on respect for rights. From a Budget Act, one
expects definition of the resources available centrally and, if appropriate to ensure financial balance, an indication on levels of rationing of the services.
In the current Budget Act (a Government one even if, thanks to the current political situation, it is the fruit of an agreement between State and Regions) practically all the actions
proposed fall within the competence of the Regions, with actions relating to general principles being very limited. About 50% of the actions foreseen by the Act, relate to Regional
rationalization plans and the other 50% to measures for investing households with
responsibility for costs; the effects of these last are qualitatively certain, since they provide for transfer of costs, but quantitatively uncertain, because they are linked to specific regional situations (in the first place, the level of exemptions).
It seems legitimate to ask oneself whether such actions should or should not be regulated centrally.
Going back to the question of co-payments, arguing on the point of principle, we could
(or should) conclude that, if they represent only a way for creation of a sense of responsibility towards appropriate use of resources, then regional legislation would be the most
appropriate: that being the level were “fine tuning” is possible. On the other hand, if implicit rationing is the true aim, then the central government level would be the correct one.
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If, therefore, minute regulation of patient payments at the government level is institutionally questionable, it would be more desirable to address the topic of exemptions: for the
weakest categories they may be considered a right of citizenship. Instead, paradoxically,
they are actually subject to autonomous Regional decisions and, at present, these last
show rather large variations.
One explanation for the inversion of roles and the persistence of a certain institutional
confusion, can be attributed to the lack of full fiscal federalism, that would make the
Regions definitively economically responsible.
One has the feeling that the Regions in some way “use” the central government level to
“validate” their own decisions (in the case of the more active and often more virtuous
Regions) or to get advice on (or be compelled to take) the rationalization road (in the case
of the least efficient Regions).
This previous observation provides justification for the idea of an “immature” federalism,
the risk in which is simple displacement of the institutional conflict to the level of regional sharing of resources, leaving the Budget Act with merely the role of setting the conditions for addressing ex post the thorny question of responsibility for the deficit.
In the presence of a more mature federalism, one could expect a Budget Act to refrain
from setting modalities for restoring equilibrium to regional budgets, rather moving the
focus to monitoring and advice. One could object that it is not the role of a Budget Act
to set criteria for the quality and/or equity of health care provision, but international experience demonstrates that complete de-linkage of such functions from financial leverage
makes central action at least partially ineffective. At the very least, one should imagine
definition of a system of incentives to pursue improvements to quality, which is the philosophy of Clinical Governance, in Italy often cited inappropriately or even in a distorted
version.
In short, it would be desirable for the central government to adopt a policy of pay per
performance, thus providing an incentive for Regions to be efficient, effective (ensuring
good quality) and equitable, leaving the task of selecting modalities of implementation to
local responsibility.
This does not exclude that additional attention may be given to support Regions in the
most critical situations, as the present Budget Act have done, with the additional fund of
€ 1 billion.
That the ultimate aim must be to provide incentives for efficient, effective and fair behaviour – if confirmation were needed – is made evident by the close relationship that the
public sector’s policies, including in expenditure, have with total health expenditure and
hence with private health expenditure, that is with household budgets.
The evolution of total health expenditure (see chapter 1.2, Polistena, Ratti, Spandonaro)
depends on economic growth factors and demographic changes, but is not exempt from
impacts attributable to institutional factors.
Specifically, the Polistena, Ratti and Spandonaro model indicates a multiplicative effect
of public expenditure on total expenditure: it could be partly attributed to duplication of
functions and partly to an inertial tendency of public expenditure to come into line with
its funding. This last finding in some way “justifies” the historical tendency (in the process
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of resource allocation) to underestimate expenditure, so avoiding expansion of expenditure that may not be appropriate.
On duplication, it should be added that the composition of public expenditure (in the
sense of the ratio between services supplied directly by public provider and those supplied by private ones) seems to produce a non neutral effect. Specifically, one finds a
positive correlation between total expenditure and the “outsourced” share, though this
phenomenon is limited to the Regions of the Centre-South of Italy. In other words, the
composition of public/private supply is not in itself a discriminating factor, except where
an apparently poor planning configures system inefficiencies.
The econometric analysis provides other information of some interest. For example, it
confirms that the Northern Regions display a basic homogeneity in expenditure behaviour, whereas the Centre-South constitutes an aggregation of “monads”, with internal
differences yet to be fully explained.
Finally, the model also makes it possible to quantify the effects of redistribution produced by the solidarity implied by the universal coverage granted by the SSN. The effects
are significant in both size and characteristics. The Northern Regions “renounce” a share
of expenditure that may reach or exceed 15% in favour of the Regions of the South that
may record expenditure 50% higher than would be the case in the absence of solidarity.
This lets one realize the extent to which full attainment of federalism in health care is an
uphill task.
Quantitatively, the model assumes an increase in total expenditure faster than that in
GDP, though for 2007 this phenomena is limited by a significant real growth of the last.
The expenditures should reach a level equal to 8,2%-8,3% of GDP2, thus remaining
below the present European average.
The impact on households is limited, since the growth in public resources made available is counterbalanced by the new (higher) co-payments.
We expect a decrease the burden on household budget of about 6-12%. Nevertheless,
the action aimed at imposing greater responsibility on patients, involves a complex equitative impact. The adoption of a lump-sum payment on specialist’s prescriptions, lets us
presume an unfair impact on households, especially for those most at risk (see chapter
4.1, Doglia, Spandonaro).
4 The economic scenario: efficiency improvement
The measurement of efficiency (leaving aside merely anecdotal evidence, useful as that may
be) is notoriously difficult, especially in a sector of such complexity as that of health care.
Coherent management of the system also requires keeping apart purely financial actions
and those intended to raise the overall efficiency of the system.
According to Fioravanti and Spandonaro (see chapter 3.1), joining analysis of regional
financial policies (ex-ante) and of their results (ex-post) it emerges that the Regions are
strongly conditioned by the requirement to obtain short term savings.
2

The model uses ISTAT and Ministry of Health data. The level of expenditure cited is approximately consistent with a level
of 8,5%, according to the OECD Health Data standard (see chapter 1.1).
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Cross-checking the information on models used to fund “local health authorities” and
hospitals, with those related to regional health deficit/surplus, we understand how so-called regional neo-centralism is nothing but a response of the Regions to pressure to balance their budgets.
This observation is pregnant with consequences: it seems to indicate that market mechanisms may have an important role in the medium-long term, but that a necessary condition for them to be effective is splitting the roles of provider, purchaser and owner.
Besides, that absence of sharp separation not only prevents transformation of market
signals (for example, loss of clients or structural deficit) into effective sanctions (i.e. less
efficient firms leaving the market), but causes an increase in supply, with obvious risks of
inappropriateness.
Finally, the regional departures from national guidelines on funding care functions (LEA)
can be interpreted equally as a way to pursue greater efficiency, by an allocation of the
resources shaped on local social and demographic features, or as adaptations (at least
partial) to historical expenditures.
In terms of management of the system, we have to point out that in the absence of an
extraordinary plan to rectify situations of pathological deficit, in this way reducing the
financial pressure on the Regions, the possibility to get more efficiency using market
competition seems scarce.
Another evident example of this trade-off between short term financial saving and overall
efficiency of the system is found in regulation in the pharmaceutical field.
Public policy has recently been focused on price cuts (due to rises in quantities not
always justifiable) the financial efficacy of which is confirmed by the model developed by
Barrella, Polistena, Ratti and Spandonaro (see chapter 1.4): in quantitative terms, the elasticity of public expenditures for drugs to prices is about 0,2.
Furthermore, improvements in economic conditions and ageing are “naturally” driving
pharmaceutical expenditures upwards.
These (in some way) trivial remarks indicates the need to review a public policy based on
a single financial target, independent of the demographic structure: the objective to contain public pharmaceutical expenditure below 13% (or 16% comprising hospital drugs) of
the total health expenditure. Moreover, our forecast actually indicates a level of about
18%, referred to total (public plus private expenditure, net of hospitals drugs).
To this first evidence, the model makes it possible to add some interesting results.
Primarily, the effect of ageing is significant in the North but, quite surprisingly, not in the
Centre-South. Secondly, a one percent increase in the population aged over 65, would
increase overall pharmaceutical expenditure per capita by € 18,16 in Italy, that is by
4,93%, and in the North by € 13,64, or 3,57%.
Moreover, if the number of prescriptions per doctor in the Centre-South were the same
as the average in the North, total pharmaceutical expenditure would decrease by 4,41%.
The model thus indicates that the priority is to act against inappropriate prescribing,
especially in the Centre-South.
The substantial regional differences observed in prescription, like the lack of consideration of demographic aspects, correlated to needs, suggest new strategies for pharma-
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ceutical policies. To encourage efficiency, they should be delegated to the local level,
abandoning the claim to manage the system with excessively simple rules such as the
13% cap.
A similar argument can be made for the policies aimed to rationalize hospital admissions,
at present based on cutting bed places.
One first simple, but not obvious, comment is that closing beds does not necessarily
imply a reduction in related costs, primarily, those for employees but also fixed costs for
equipment etc.
It then seems important to check whether the progressive reduction in bed places and
the, at least partial, success in reducing the costs of “Hospital Care”, really portend a
rationalization of the network, or if the savings are fundamentally financial.
The quantitative picture appears rather complex (see chapter 1.5, Rocchetti,
Spandonaro). We find, in fact, that hospitalization rates (standardized for age) vary from
Region to Region by 300% (even more for day hospitals, rehabilitation and long term
hospitalization), with very different case mixes (varying by 1,5 times in terms of their associated tariffs).
It seems there are few doubts about the persistence of situations where recourse to the
hospital is not attributable to demographic or epidemiological factors.
Consequently, it is no surprise that the curve of resource absorption against age may be
very different for the population of one Region compared with another. In some age classes, we find a difference in absorption of resources, between Regions, of about 250%.
Furthermore, to the differences in hospital admission, we should add extremely variable
tariff levels. The maximum differences in mean per age class reach 60%.
Undifferentiated central policies (for example those oriented to fix the maximum number
of regional bed places per inhabitant) seem unable to provide incentives for effective
rationalization and at times may be a source of additional risk of inappropriateness and
inefficiency. In fact, use of the tariffs leverage for financial reasons (compliance with funding ceilings) predominates over their use to regulate the quality or quantity of services
provided.
By exclusion, one has to admit that the differences in performance found, justify a presumption of the existence of widespread inappropriateness.
In short, we found a demand largely conditioned by the supply, following a self-referencing model typical of many environments in the Italian National Health service. To overcome the problem, in terms of management of the system, it therefore seems desirable
to concentrate both on monitoring recourse to the hospital and on staffing, abandoning
regulation of the supply of beds.
This hospital policy option is likewise corroborated by the assessment of significant
levels of (in)efficiency in hospital organizations (see chapter 3.2, Fioravanti, Polistena,
Spandonaro).
The analysis, which has now reached its third annual revision, makes it possible to state,
with ever greater conviction, that there are significant problems in terms of both funding
and efficiency. The cost per homogeneous unit of admission, analysed in 96 public hospital organizations, varies by 300% from a minimum of about € 2.000 per DRG point to
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over € 6.000; the range is not only of the same order from year to year, but shows a progressive tendency to widen.
Though it remains legitimate to wonder whether there are problems regarding the comparability of the data, whose quantitative importance cannot be inferred with the information available, significant indications emerge on the inadequacy of the current tariff
system based on DRGs: specifically we wonder if it correctly represents the complexity of
the care provided. Among other things, it is well known that this system of classification,
by now almost universally adopted though used in different ways, has almost everywhere
progressed to versions that are much more recent and refined than those used in Italy.
Our analysis also seems to demonstrate the existence of technical inefficiency problems:
we find a clear statistical association between higher levels of productivity and lower
levels of cost, as well as a high level of residual variance, both between Regions and
within Regions, that cannot be explained by structural factors or by the nature of the data
used (administrative and DRG data).
The DRG have certainly encouraged greater productivity, and our estimates indicate that
this has been at least partially transformed into greater efficiency. To provide better incentives to more virtuous behaviour by health organizations, however, it would be desirable
for the tariffs to be set for each individual type of organization, taking account of additional factors such as clinical case mix.
One also finds serious problems in the sphere of structural modifications to the production organization (indirectly confirming what is argued in chapter 1.5). Unbalanced staffing seems to be of truly critical importance for the efficiency of the organizations.
At present, regional funding make up for the intrinsic limitations of the present tariff
system, providing additional resources by function, or simply ad hoc. The risk is that the
logic of “historical” funding may thus come to prevail, nullifying the incentives to efficiency implicit in the prospective payment system.
We should add that the results obtained, if read jointly with an analysis of average financing per DRG point granted to private hospital members of the AIOP association (Piasini,
Spandonaro, 2006), also raise significant problems regarding interpretation of the commitment role performed by the ASL (Local Health Authorities). In fact a significant difference (of about 50%) in costs for the Regional Health Services emerges, in favour using
services provided by private hospital, against directly provided services. The size of the
difference does not appear to be justified by the specific care functions performed by
public sector organizations alone, for example emergency services. Rather, it seems
advisable to investigate the cost gap in relation to different capacities to manage and to
buy factors of production, first of all the personnel.
The problem is therefore to find new instruments of management that make it possible to
reward virtuous organizations and/or penalize those with worse performance; but we also
need institutional arrangements that allow also public organizations to provision themselves efficiently. Beyond the need to ameliorate (and, in the case of public hospital, to
restore) the prospective payments system, it seems necessary, as already proposed in
the CEIS Sanità 2005 Report, to supplement it with promotion of monitoring the real performance of the hospitals.
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This measure seems advisable both in order to encourage the organizations to pay greater attention to overall efficiency, and in order to allow patient/consumer empowerment,
finally providing an incentive for continuous improvements in quality.
The integration of policies of management in the hospital sector is a necessary but not
sufficient condition for rationalization of the system. In fact hospitals certainly cannot be
changed if effective primary care does not develop in parallel.
From this point of view, both hospital and primary care suffer from the failure to develop
new, or at least to update their own, organizational models.
As is well known, most of the hospitals in the Italian network adopt an organizational
structure developed in the 1920s, which has come down to us with few modifications: we
think that it is certainly weak in terms of that integration of treatments which is increasingly an imperative.
At the primary care level, emphasis has hitherto been placed on the commitment and
supply (creation of districts, more beds in nursing facilities, development of “Health
Houses”, etc), without much attention to which care models lead to the best clinical outcomes and greatest customer satisfaction (attention that we do find at the international
level).
In the field of primary care, we observe an initial attempt to move from objectives of rationing demand to a real taking in hand of the patient’s problems (see chapter 1.6 Barrella,
Rebba). In the most recent regional agreements, one finds less reference to expenditure
ceilings and/or limits to the services that can be provided, and more attention to the
design of diagnostic therapeutic pathways.
According to Barrella and Rebba, however, we are still far from attaining the objective of
real promotion and evaluation of the health outcome, in part because the variable part of
the remuneration of general practitioner managed at the decentralized level, where it is
easier to measure and check results is still very small.
Management of the system of primary care should be conducted through a multi-dimensional set of interventions: the creation of integrated local information systems, network
connection and computerization of practices, the adoption of evidence based models
and integration of therapies, with testing of pay per performance mechanisms.
The attention to organizational aspects is shared by Tanese (chapter 3.4) who states that
«… the dynamism that has characterized the structure of health care organizations in
these ten years has been the tangible sign of the absolute importance of the organizational dimension, and proof of the margins of manoeuvre created by the condition of organizational autonomy in which they operate. However, the question is, on the one hand, about
the actual effectiveness of the changes induced by these processes and on the other
about the degree of real autonomy in which the organizations operate. The hypothesis is
that there are endogenous elements within the SSN that may condition and greatly limit
both the effectiveness of the change and the degree of autonomy of the organizations».
Tanese identifies some risks: first of all that the processes of change may become more
rigid as a result of an erroneous identification of the organization with the statutory item;
secondly, a mistaken identification of the organization with the organigram, and in consequence with the positions in respect of which management appointments should be
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made; finally, the risk of a return to a more formal-juridical than essential approach to the
organization.
All these observations clearly confirm the existence of a de-linkage between needs and
organizational responses, at all levels of the health care system.
If critical aspects in the system of management are not lacking at the macro level, at the
micro (firm organization) level there are various signs of movement, though these often
lack any coordination logic.
On the procurement side, which we have seen to be a central factor in explanation of some
huge differences in cost between organizations, Bettacchi, Russo (chapter 3.3) describe the
prospects for rationalization of purchasing from the CONSIP (the national agency for public
procurement) point of view. The growing presence of CONSIP, including in support services for
procurement procedures, makes it appropriate to conduct a strategic reflection on the relationship between services centralized at the national level and the development of “neo-centralized” forms at the regional level. Specifically, it seems opportune to include the subject in an
overall framework of support for regional decision making. It should be borne in mind that there
are some Regions where (at times simply for reasons of size) it would seem more difficult to
develop efficient programmes for procurement rationalization.
We also find increasing attention to process analysis (though progress is slow and in
some cases stuck in the embryonic stage). Casati, Marchese, Roberti and Vichi (chapter
3.7) bear witness to the importance of systematic analysis of clinical pathways, which
seem the ideal place for evaluation of the efficiency and appropriateness of care. The
continuous growth in the amount of information collected, and thus of the possibility of
meaningful benchmarking, provides hope for the future, even if as yet the projects have
not been brought together in a way that would provide useful information for system
management, for example for tariff updating.
In the field of planning and control, a hybrid has been born in the health organizations:
one that incorporates both the characteristics of budgetary management and the strategic approach of the Balanced Scorecard (BSC). Analyzing some case studies, Ferrari,
Greco and Merlini (chapter 3.5), draw the idea of a configuration of BSC in health organizations more as a means of communication than as a management tool. Frittoli and
Granzotto (chapter 3.6) return to process analysis, recalling that when «in organizational
strategies the priority is cost control or the understanding of relationships between costs
and a vast range of products and services» then «Activity Based Costing (ABC) offers the
most effective instruments for understanding of events». From a BSC point of view, and
in particular that of internal business, integration between ABC and BSC therefore seems
an opportunity not to be missed for returning BSC to its management function.
Summarizing, it seems to us that one can state that the “efficiency game” can be played
both at the macro level, which is that of the institutional decisions, and at the micro level,
which is that of the development of management tools.
The majority of regulatory actions, on the other hand, fall between these two stools, in a
grey area characterized by attempt at setting levels of supply. Once again one finds a
dangerous self-referencing that risks transforming substantial organizational innovation,
which is the real driving force of rationalization, into a merely formal fact.
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5 Managing equity aspects
A universal health system that sacrifices, partially at least, the principle of patients’ freedom of choice, in favour of universal coverage of the population’s health care needs,
must necessarily focus on the equitative impact of out-of-pocket expenses (OOP) on
household budgets.
Due to the increasing scarcity of public financial resources, at least when compared to
the growth of need, the concept is strengthened because it becomes necessary to manage a rationing process, whether explicit (changes to the LEA) or implicit (as is more frequently the case). Understanding the equitative “sign” of the health policies adopted, is
a fundamental task from a social perspective.
For example, the return of co-payments, which is absolutely to be hoped for, with a view
to managing the issue of appropriateness from the points of view of both supply and
demand, entails financial effects on the families, which must be carefully assessed and
monitored.
The CEIS Health Report has now reached its third edition of monitoring the equity of our
NHS: Doglia and Spandonaro (see chapter 4.1) conclude that there is a “hard core” of
social unfairness, numerically represented by impoverished families and, at least in part,
by those incurring “catastrophic” expenses.
In the 2002-2004 period (to which the latest data made available by ISTAT refer), this hard
core consists of 11% of poor families, to which we must add 1,3% of impoverishment
due to health care. In other words, health costs cause an increase of about 10% in the
number of the poor. Then we must add over 4% of households which, although nominally
entitled to global coverage of their health needs, must nevertheless incur health carerelated expenses that exceed the threshold proposed by the WHO, i.e. 40% of their
capacity to pay.
In absolute terms this is a sizable phenomena, since over 1.200.000 households are
involved. These households represent both a special area of weakness and a group of
citizens that cannot, or do not want, to exercise their right to care; they should obviously
become the focus of policy makers.
Old age is a powerful catalyst of weakness: over 60% of impoverished families include
elderly members: in other words, old age increases by 50% the likelihood of impoverishment caused by out of pocket health expenditure.
The areas of care that most contribute to this phenomena are, for the poorer households,
pharmaceuticals and specialist services, but also dentistry and long term care for the
households that “can afford it”; for the last group, therefore, the phenomenon is greater
than it seems, because not having incurred health expenses does not necessarily mean
having received free treatment. The health problem may simply have been deferred (often
entailing higher direct and indirect costs in the future) or “met within the family”, with
costs that are not recognised.
Furthermore, it must be noted that direct expenditure by households include truly “private” costs and the amount of co-payments for the NHS services, besides the “mixed”
ones, represented by so-called intra-moenia services (services privately provided by SSN
employees).
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Although the financial transfer represented in this specific case by co-payments is one of
the most utilised health policy instruments, we know very little about the phenomena
concerned, since there are no surveys that break down private expenditure according to
type of OOP.
Based on the results obtained, in particular with respect to pharmaceuticals and specialist services, we can also imagine that the present co-payment/exemption system is not
well calibrated; it may, in fact, be presumed that the mechanism of a lump sum per prescription (not subject to exemption) is largely responsible for the impoverishment of the
lower income segments of the population.
To this we must add that the current exemption system is based on a single threshold,
set at about € 36.000 of household income, thus creating an unjustifiable disparity between who is slightly above this threshold and who is slightly below.
It is therefore to be hoped that this area will be studied in greater depth in future, given
its strategic importance and social impact, also adapting statistical surveys to the purpose.
Lastly, account should be taken of the fact that there are significant differences at
Regional level, partly due to endemic differentials of socio-economic level; suffice it to
mention that the distribution of poor households is very uneven, ranging from 3,4% in
Emilia Romagna to 30% in Sicilia.
Likewise, the impoverished are only 0,3% in Friuli Venezia Giulia, where the health system
evidently carries out its duties of pooling the economic risk of disease very efficiently,
while they are 2,6% in Calabria.
It must be pointed out that the rankings of the most and less virtuous regions do not coincide with the poverty ranking, thus proving that impoverishment and poverty phenomena are different and that the first strongly depends on economic and health care policies.
We also believe that it is by no accident that the incidence of households incurring catastrophic expenses is once again lowest in Friuli Venezia Giulia, at 1,9%, and highest in
Calabria, at 10,2%.
The conclusion could be that Regional health care policies are not neutral in terms of the
(local and overall) equity of the system.
A last observation concerns the importance of socio-economic levels in explaining the
various levels of health care requirement; while in capitation account is taken, above all,
of demographical structure, the effects of the different socio-economic levels on utilisation are not taken into account.
However, the latter count in two respects: firstly, because they lead to different levels of
exemption in the various Regions and these significantly contribute to determining the
system’s level of equity.
From this point of view it would be hoped for that co-payments should be closely tied to
the levels of inappropriateness of consumption, while the levels of exemption should
Regionally specified under the constraint, which represents a basic principle of citizenship, of a maximum level of incidence on household’s capacity to pay. For instance, we can
use tools such as the indicator of the equivalent economic situation for that purpose.
Secondly, as demonstrated by Rocchetti (see chapter 4.2), when needs are equal the uti-
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lisation of health care differs according to the socio-economic standing of the household
members, thus determining forms of horizontal inequality.
In particular, in the case of basic services, such as general practitioner the horizontal inequality index is negative, i.e. people in a lower socio-economic position make greater use
of these services, compared to their degree of need. On the contrary, the index is positive for specialist examinations and diagnosis, which means that these are more than proportionately used by the better off.
In terms of health policies, these results highlight both the need of commitment in removing inequality to access, but above all the causes of inappropriate response, and also
the need to rethink the capitation system.
The current capitation formula, implemented in accordance with Law 662/1996, in fact
does not take account of the above mentioned factors. On the contrary, it is based, inappropriately, on the frequency of health care consumption, thus appearing outdated and
a potential source of unfairness.
Government of the health care system cannot be limited to the control of public expenditures. Our analysis has confirmed the presence of a considerable amount of OOP, fueled by opting out decisions, but also by co-payments and intra-moenia services.
A response to these problems - consistent with developments in Europe - must be searched for in the mechanisms of supplementary insurance (second pillar).
The analysis of the current levels of insurance coverage of households provides some useful elements for the purpose of an effective development of supplementary insurance.
In the present conditions of scarce encouragement and regulatory uncertainty, the supplementary health insurance market is not only growing very slowly, but is very much at
risk of finally collapsing with damage both for the companies and the households.
This is the conclusion reached by Borgia and Doglia (see chapter 3.8), who observe how
OOP expenditure of insured households is substantially similar, in level and composition,
to that of non-insured households.
This apparently paradoxical phenomenon is the result of both a sort of adverse selection,
i.e. only the wealthier households, and among those only those with a greater propensity
to health care spending, take out policies today, and of the substantially duplicative nature of these policies.
Private health insurance, however, should not be a prerogative of the wealthier households; consequently public actions should aim at introducing a doubly selective system
of incentive in favour of lower-income households and based on the type of service covered. This would have the twofold positive effect of increasing the amount of health policies taken out and, thanks to the ensuing larger pooling of the risk, of lowering the policy
premiums applied by the insurance companies, finally countering the previously mentioned adverse selection.
6 The benefits of the system: the management of quality (and other dimensions)
Health care schemes have significant costs, but they also produce important direct and
indirect benefits.
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Aside from the obvious direct consequences in terms of health protection and improvement, renewed attention to the sector’s contribution to economic development (in terms
of value-added produced) is relatively recent in Italy.
Beginning from the first aspect, the domestic difficulty in gathering data on morbidity is
a well-known and a persistent fact. Nevertheless, Italy along with Great Britain, is perhaps one of the few countries where it is potentially possible to implement an all but complete monitoring of the health status of population.
We practically have a dearth of information, substantially limited to mortality aspects. In many
ways, among figures traditionally analysed, the Italian health care system reaches excellent
levels of performance: for example, this is evident in the low rates of infant mortality.
Despite this, some issues demonstrate a broad need for further improvement.
Bruzzone, Mennini, Palazzo, Ricciardi (see chapter 5.1) have investigated an area of certain interest for Public Health, observing the existence of a mortality gap unfavourable to
populations of women living in the south and the islands relative to those in the north. It
must be underlined that such a gap is not present for males.
The median age at death due to breast, cervix and colon-rectal cancers, for women living
in the south and in the islands is systematically inferior to that of women living in other
Regions.
This difference is associated to a failure of women in the south and islands to carry out
good prevention through early detection. The public sector cannot be held totally
responsible for the low participation in screening programmes that characterizes the
south, which is dictated by incorrect behaviour on the part of the female population.
Evidently the management of the system requires population-based actions in order to
increase empowerment.
However, the public sector’s ability to be responsive to the needs and characteristics of
the population is of great importance. This is confirmed by the fact that in central Italy
adjacent regions have strongly dissimilar features. Lazio, for instance, behaves like a southern region, whereas the other three central regions (Toscana, Umbria and Marche) show
figures which are similar to the northern ones.
The above considerations are confirmed when using the avoidable mortality figures (see
chapter 5.2, Conti, Mennini, Minelli, Palazzo, Ricciardi): 31,4% of avoidable mortality
refers to women and “only” 2,3% refers to men.
Another method to evaluate the quality of our services may be that of analysing the international mobility of patients.
The Italian habit is to consider the health care system as confined within the national borders, due in part to European politicies that have so far affirmed that member state’s
choices prevail in the health insurance field.
According to Donia Sofio and Gabellini (see chapter 5.4), from a European standpoint, the
mobility of patients may have positive effects since it may encourage competition between providers on efficiency/effectiveness in the delivery of services.
On the other hand, mobility may also give rise to risks both for the patients and for the
health care system, especially if the process is not adequately controlled,
On the demand side, mobility may open up a broader market of medical care services for
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the patient/citizen and therefore a broader range of choices, although equity problems
certainly do exist. People who choose to go abroad for medical treatment bypass internal priority procedures, while those who cannot afford the additional costs of treatment
abroad have relatively reduced access to medical care.
In order to confirm the evolution of the European dimension on the subject, we wish to refer
to the Europe for Patients Project (2004), which concentrates on the development of networks in order to overcome information asymmetry, with the final aim of improving quality.
Returning to the Italian case, Donia Sofio and Gabellini have noticed that intra-European
health care mobility is considered absolutely marginal in Regional evaluations, whereas it
might represent for many of them an instrument to develop positive competitiveness
amongst health care providers.
There is an exception, particularly in the Veneto region: a case study has been developed
in this region, which is perhaps the most significant one both on a national and on a
European level.
Veneto is one of the few Italian Regions (the others are Emilia Romagna, Friuli Venezia
Giulia and the Autonomous Provinces of Trento and Bolzano) that can boast of a credit
balance in the financial compensation of international health care mobility, also thanks to
a special organisation of services for foreign patients.
We might “provokingly” conclude that the data on international mobility could represent
a good conclusive test to demonstrate the true quality of Italian Regional health care services.
We wish to conclude by referring once more to the matter of indirect contributions of
health care system to economic development.
The attention of industries towards Health Services is not a novelty (see for example the
so-called Health Industry Model: Di Tommaso, Schweitzer, L’Industria n.s. 2000); both
Confindustria and the Meridiano Project by Ambrosetti Study have recently proposed the
subject once again. Estimates of value-added (direct and induced) attributable to the
health care sector have been provided; with health expenditure (in a wider sense, costs)
approximately equal to 8,5% of GDP, the value-added produced is between 11% and
12% of GDP; that is, the ranking of the sector is third or fourth among all the sectors of
activity.
Moreover, there is no doubt that in addition to being an important production sector, relatively (both positively and negatively) subject to global competition, the health care
system offers important contributions in the fields of research, social cohesion, development of human capital, etc.
We believe that study of this important area of benefits has yet to be fully developed.
In chapter 5.3, Mennini, Polistena, Ratti and Spandonaro have sketched the profile of the
principal industrial sectors linked to the health care sector (namely pharmaceutical and
medical devices) in their conviction that the subject of industrial development and that of
health care expenditure containment should be studied in close interrelation.
In fact, the correlation between trade exchange balance and average firm dimension is
impressive. This reminds us that firms have to be able to grow in order to become competitive and therefore contribute to the welfare of the country.
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Regulations aimed at cost containment, which are certainly necessary, must therefore
also pay attention to the development perspectives of firms. The country obtains benefits from these last in terms of value added, employment, research, greater state revenue
and welfare created by the availability of technologies that improve and prolong lives.
One must also take into consideration the fact that Italy, and Europe in general, are trying
to bridge the innovation gap with respect to the U.S.A. accumulated during the ‘nineties.
Development of a favourable environment for research and innovation is necessary in
order to reach this objective.
Among the elements which are necessary for this aim, environmental “stability” is certainly an important one. In a system which resemble a public monopsony this implies the
need to pay great attention to the impact of health care policies.
In other words, an environment “disturbed” by overly frequent and invasive regulations
probably will negatively influence business performance and therefore development perspectives. This would finally discourage investments and the creation of value-added,
therefore diminishing the benefit obtained by regulations in terms of lower financial costs
for the system.
The management of the system, therefore, also needs a close bond between health care
policies (strictu sensu) and industrial ones.
7 Conclusions
This first chapter has tried to explain why management of the health care system is such
a complex matter, as well as to outline some new perspectives for health care policies, in
the meanwhile providing a coherent interpretation for reading the contributions that make
up the IV CEIS Health Report (2006).
In conclusion, we will try to summarise the principal results and some proposed “remedies” (in italics):
• Italian health care expenditure is growing more rapidly than GDP (which has been stagnating for a while), but at a slower rate than in the other European countries and thus
still remaining below the average level;
• Italian health care expenditure is faced with a strong constraint, represented by a huge
public debt, which does not allow growth of the health care expenditure to a level such
as that planned and partly accomplished by Blair in the United Kingdom;
■ An important consequence of this is the need to have well-established priorities: proceeding in an undifferentiated manner, equally penalising all the components of the
system, is counterproductive;
• Italian public expenditure on health care tends to conform to centrally granted funding
which, perhaps not by chance, has been structurally inferior to expenditure since the
introduction of the SSN, but perhaps to a lower degree than has been perceived: the gap
equals an average of 0,4 percentage points of GDP, that is an amount which would not
shift Italy’s position in the ranking in terms of health care expenditure;
• The evolution of funding is moreover disconnected from the evolution of system expenditure (for example from personnel costs) demonstrating a deficiency in planning;
• The 2007 Budget Act provides for a substantial increment of resources, which might
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reduce the gap (although not eliminate it) but only if regional rationalisation actions prove
to be effective;
• Actions are foreseen for making citizens more responsible for health care costs; the
concept may be agreed in principle, but there will be questionable equity effects from the
introduction of lump-sum prescription charges;
• The most questionable aspect is the institutional framework indicated by the manoeuvre, which depicts a kind of “immature federalism”: on one side, the Budget Act is required to approve Regional choices that have already been made (by the most virtuous
Regions) and, on the other side, to “impose” from above difficult or unpopular choices
(mainly on the Regions in major trouble);
■ The strictly central functions, such as supervision of quality and rights, are generally
referred to other regulations: but it would be preferable to avoid separating them from the
Budget Act since this would certainly render interventions less compulsory;
• Actions aimed at efficiency recovery substantially remain obscure in their contents and
substantially entrusted to the Regions, but with little effective incentive to responsibility,
because of the incompleteness of fiscal federalism;
• The age-old problem of attributing responsibility for the deficits is predicted to persist
(especially if the revenue coming from co-payments should prove to be below to what
was planned), with the consequent delays in payments to creditors;
■ International experience demonstrates that even the administration of deficits is a
management issue and that it is inefficient to add the implicit costs deriving from delays
in payments to failures in programming;
• Public expenditure has a multiplicative effect on total health care expenditure (public
plus private), attributable to service duplication mechanisms;
• Even the composition of the expenditures (between services supplied by public and private provider) does not seem neutral; although limited to the centre-south we observe
an inefficient programming of the public-private relationship, leading to inappropriate
costs;
• Expenditure (obviously) is also growing due to the effects of economic development
and ageing;
• Total health care expenditure in 2007 should be between 8,2% and 8,3% of GDP, with
an increment of the public share; we foresee only a slight decrease in private expenditure, due to the effect of more co-payment charges;
• The passage from control of expenditure to control of system rationalisation calls for
the unravelling of financial and efficiency elements: pressure to obtain savings in the
short term may explain the “neo-centralism” phenomena, but there is a lack of evidence
that, in the medium-long term, the institutional set up that is created will prove to be efficient;
• Sector policies based on “generic” actions seem to herald limited results, or even distorted ones; this is the case for the pharmaceutical expenditure ceiling and for indications
regarding reduction of hospital capacity - which does not necessarily determine cost
reductions;
• The problem of pharmaceuticals essentially seems that of inappropriate prescription,
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especially in the centre-south; analogically for hospital services there still exist enormously different levels of admission rate, with tariff policies that are more concentrated
on the objective of financial short-term “savings” rather than on the quality of services;
• Moreover, hospitals cannot be rationalised if there lacks the development of suitable
primary assistance: despite the trend to link general practitioner incentives to outcomes,
it seems a care model centred on patients needs has still to be implemented;
■ These sectors need to develop models and benchmarks that take into account the real
needs of citizens, ones that discourage inappropriateness and promote quality, following
the pay-per-performance logic;
• At the firms level, there is a growing attention to clinical pathways, although a coordinated system of administration capable of exploiting such information at a strategic level
is still not in place; a hybrid managerial system is assumed, where budget and balanced
scorecard converge, albeit often with functions that are merely communicative;
• Rationalisation of procurement is also of growing importance; here the role of CONSIP
should be clarified, in the light of the proliferation of centralised Regional procurement
agencies;
• A critical element of rationalisation is also the organisational aspect: this field demonstrates the risk of having innovations of form rather than of substance, namely falling
back upon a juridical-formal logic;
• In the presence of explicit indications regarding the necessity to rationalise at the macro
level (i.e. separation between purchaser and provider) and even at the micro level (i.e.
procurement, staff level, etc.), regulations often tend to concentrate on the area in-between (interventions on “hospitals”, on “specialists care”, etc.), namely that identified by
type of supply, revealing a typically auto-referential logic;
■ New organisational models and rationalisation logics should be shifted towards the
demand, choosing the most efficient and appropriate options (in an evidence-based framework) in order to tackle the different needs of the various groups of citizens: women,
elderly, chronically-ill, etc.;
• From the equity point-of-view, we should address the hard core represented by the
poor, impoverished and also by some of the families subjected to catastrophic payments:
their number is substantially stable over time, which only goes to prove the inefficiency
of interventions to date;
• Lump-sum co-payments have a potentially unfair effect, especially for the poorest
population brackets;
• Old-age is a very strong catalyst for impoverishment risks;
• Dental care and LTC (long-term care) are the uncovered areas which present most risks
to families;
■ We observe also inequality of access, in the sense of a different and potentially inappropriate use of services depending on socio-economic status;
■ The above only goes to prove that there is urgent need for a general renewal of the
exemption mechanism, linking it to the household capacity to pay;
■ There is also proof that the present system of capitation, used to allocate resources to
Regions, which identifies age as its sole substantial need factor, should be reconsidered
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in the light both of the effects of socio-economic conditions on utilisation and of the different Regional co-payment impacts;
■ The persistence of a significant share of out of pocket expenses should encourage the
search for incentives for supplementary insurance solutions: there is a clear necessity to
use targeted incentive systems both on the revenue side (to broaden the number of subscribers), and on the side of provided coverage, in order to avoid a merely duplicative role
of the policies;
• The system still suffers lack of effective interventions in selected areas: this year we cite
the mortality gap that affects women from the south and from the islands, particularly in
the area of tumours for which organising Regional screening is mandatory. Gender disparity is confirmed by the concentration of avoidable mortality on women;
■ Apart from inefficiency problems existing in the southern local health authorities, there
is also a clear necessity for strong commitment in order to modify customs and lifestyles
at risk, in particular amongst southern women;
• Italy has a passive international health mobility (more people go abroad for treatment
than come to Italy for it), except in few selected Regions. The challenge of providing
“health tourism” services, reversing this balance, would be a good conclusive test on our
capacity to supply quality services;
• And finally, indirect benefits must not be forgotten in terms of value-added, research,
social cohesion and human capital created in the health care sector. In this respect we
observe a positive correlation between average size of firms and positive balance of
exchange trade, suggesting urgent industrial policies in the sector;
■ Industrial development policies and those of cost containment should go hand-in-hand,
for example ensuring the sort of regulatory stability which is necessary for industries to
flourish.
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1.1 - The evolution of health expenditure in
Italy and in OECD Countries1

Francia L.2, Mennini F.S.2

1.1.1 Introduction
As already pointed out in previous issues of the CEIS Health Report (2003, 2004, 20053),
OECD countries continue to employ considerable resources to nourish their health care
systems. With the aim of ensuring continuity of information and comparison with the
trend in health expenditure in other OECD countries, in this issue, too, we shall analyse
the results achieved by Italy and other countries in the OECD area considered in terms of
expenditure. In 2004, the last year for which data for an international comparison are
available, health expenditure reached an average of 9,5% of GDP in OECD countries
(Table 1)4. This year, too, Italy remains below the OECD average but in line with the EU
countries examined, with health expenditure of 8,4% of GDP (against 7,9% in 2000). The
USA continues to have the highest health expenditure ratio at 15,3% of GDP (against
13,3% in 2000).
Continuing technological development in the health field, the ageing of the population
and rising expectations in the population are among the principal factors determining the
steady rise in health expenditure, which has continued to grow faster than the overall
economy during the last decade (OECD 2005; Colombo, Mennini 2004). The greater rise
in health expenditure than in the economy as a whole manifested itself even before the
recent slowdown in the overall economy5.
During the ‘nineties, the difference between growth in health expenditure and that in the
economy averaged over one percentage point in OECD countries. As in the comparison
of the 2002 data, so also in 2004 (the last year for which data for comparison are available) health expenditure in Italy continued to rise, though slightly more slowly than in the
leading OECD countries. These continuing accelerations have increased the concern of
policy makers, not only in Italy, over the financial sustainability of health systems. The
greater part of health expenditure is financed from public resources and consequently
exerts great pressure on the already hard pressed budgets of individual countries.
1

The latest data collection, OECD Health Data 2006, was used as the data source for the present contribution. The authors
thank Francesca Colombo (Health Policy Unit, OECD, Paris) for the paper in the CEIS Health Report 2004 which has
alllowed us to complete the present work.

2

CEIS Sanità, Faculty of Economics, University of Rome “Tor Vergata”.

3

See Francia L, Mennini FS (2003); Colombo F, Mennini FS (2004); Francia L, Mennini FS (2005).

4

The mean does not include the Czech Republic, Hungary, Italy, Korea, Mexico, Poland, Slovakia and Turkey.

5

See Colombo F, Mennini FS, 2004.
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The question regarding proper and appropriate levels of health expenditure is a difficult
one to answer. During the past two decades, both Italy and other OECD countries have
implemented a wide range of different and continuously changing models to hold down
costs and improve the financial situation of their health systems. These have included
gradual action in the hospital system, reducing the publicly financed health goods and
services offered to families and increasing the charges to families for dental care (not in
Italy).
This paper reviews the data on health care expenditure in Italy and in thirty6 other countries in the OECD area. The emphasis is put on the principal trends in our country, followed by an analysis of the principal differences between the various countries analysed.
Initially, there is an analysis of health expenditure in relation to GDP, looking at the way in
which the rise in health expenditure and the slowdown in economic growth have contributed to raising the share of the health sector within the economy. The paper then continues with an examination of the ways in which health care expenditure is financed in
the various countries considered, and finally with an attempt to investigate how resources are assigned to the different health goods and services. Conclusions are then drawn.
1.1.2 Health expenditure
Health systems in the 22 OECD countries for which comparison on historical series can
be performed recorded an average expenditure on health amounting to 9,5% of GDP in
2004. In Italy (8,4% in 2004), health expenditure as a proportion of GDP has not altered
much since 1990 (the year from which comparable data are available), also comparing it
with those few countries where changes have been more significant, and has generally
been lower than the OECD mean, confirming a low growth rate (Table 1).
1.1.3 Health expenditure per capita
Concentration only on general data at the macro level may not contribute to better understanding of the real situation in the countries analysed. Per capita expenditure can therefore be used as an additional indicator to focus more detailed attention on the distinguishing trends in the countries analysed and in particular Italy.
Italy, at $ 2.392 Purchasing Power Parity (PPP), is practically in line with the OECD mean
value, though 2004 showed a growth on private per capita expenditure over 2002 and
20037. And it is precisely that trend, regarding private per capita expenditure, that should
start to arouse concern.
The United States also heads the table for health expenditure per capita. In 2004, in fact
it amounted to $ 6.102 (PPP) compared to less than $ 1.000 (PPP) in countries such as
Mexico, Slovakia, Poland and Turkey (Figure 2).
The differences between countries in total per capita health expenditure are in part attri-

6

It should be emphasised that in some calculations it was not possible to include all 30 countries, as there were some for which

7

See Colombo and Mennini (CEIS Health Report 2004); Francia and Mennini (CEIS Health Report 2005).

data for 2004 were not available.
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Figure 1 – Health expenditure as a percentage of GDP (2004)
% GDP, 2004
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butable to their level of economic development. The positive relationship between per
capita income and health expenditure per capita was confirmed and reinforced in 2004
(R2=0,7826 in 2004 vs. R2=0,6723 in 2003) as it is illustrated in Figure 3. Income certainly
constitutes a decisive factor for the growth of health expenditure in the OECD. However,
there is no single or most appropriate level of expenditure that can be used as a single
measure for all countries. While the richer countries tend to spend more resources on
health, there is considerable variation among countries with comparable levels of income. This variation suggests that the expenditure-income relationship is weaker for rich
countries. Other factors, including policy decisions regarding the organization of the
system and regulatory aspects can be important determinants through their impact on
health expenditure8.
Italy, like the other advanced EU countries, shows a positive relationship between per

8

See Mennini and Francia (2003); OECD (2004b).
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Table 1 – Total health expenditure as a percentage of GDP (1970-2004)
Country

1970d

1980

1990e

2000

2004f,g

Australia

5,4

6,8

7,5

8,8

9,2

Austria

5,2

7,5

7,0

9,4

9,6

Belgium

3,9

6,3

7,2

8,6

10,1

Canada

7,0

7,1

9,0

8,9

9,9

Korea

---

---

4,4

4,8

5,6

Denmark

7,9

8,9

8,3

8,3

8,9

Finland

5,6

6,3

7,8

6,7

7,5

France

5,3

7,0

8,4

9,2

10,5

Germanya

6,2

8,7

8,5

10,4

10,9

Japan

4,5

6,5

5,9

7,6

8,0

Greece

6,1

6,6

7,4

9,9

10,0

Ireland

5,1

8,3

6,1

6,3

7,1

Iceland

4,7

6,2

7,9

9,2

10,2

Italy

---

---

7,7

7,9

8,4

Luxembourg

3,1

5,2

5,4

5,8

8,0

Mexico

---

---

4,8

5,6

6,5

Norway

4,4

7,0

7,7

8,5

9,7

New Zealand

5,1

5,9

6,9

7,7

8,4

Netherlands

6,6

7,2

7,7

7,9

9,2

Poland

---

---

4,9

5,7

6,5

Portugal

2,6

5,6

6,2

9,4

10,0

United Kingdom

4,5

5,6

6,0

7,3

8,3

Czech Republic

---

---

4,7

6,7

7,3

Slovakia

---

---

---

5,5

5,9

Spain

3,5

5,3

6,5

7,2

8,1

United States

7,0

8,8

11,9

13,3

15,3

Sweden

6,8

9,0

8,3

8,4

9,1

Switzerland

5,5

7,4

8,3

10,4

11,6

Turkey

---

3,3

3,6

6,6

7,7

Hungary

---

---

7,1

7,1

8,3

OECD meanh

---

---

---

8,0

8,9

OECD (mean 22 countries) b

5,3

7,0

7,5

8,6

9,5

EU (15) mean c

---

---

7,2

8,2

9,0

a For all years prior to 1990 the data for Germany refer to West Germany.
b The mean excludes:The Czech Republic, Hungary, Italy, Korea, Mexico, Poland, Slovakia and Turkey
c The mean includes: Austria, Belgium, Denmark, Finland, France, Germany, Greece, Ireland, Italy, Luxembourg, Netherlands, Portugal, Spain, Sweden, United Kingdom.
d For Australia and Denmark the data refer to 1971, and to 1972 for the Netherlands.
e For Hungary the data refer to 1991.
f For Australia, Belgium, Germany, Japan, and Slovakia the data refer to 2003.
g For Canada, Denmark, France, Greece, Japan, Iceland, Luxembourg, the Netherlands, Portugal, the Czech Republic, Spain, Sweden, Switzerland and Hungary the
data are estimates.
h.The mean excludes Turkey
Source: OECD Health Data 2006, June 2006
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Private Health Expediture
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Figure 2 – Division of health expenditure per capita between public and private
sectors (2004)
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Source: OECD Health Data 2006, June 2006

capita income and per capita health expenditure (Figure 3).
In the same way, there are differences in per capita expenditure on health among countries that have the same proportion of GDP assigned to the health system. For example,
both Greece and France spent about 10,0% of GDP on health in 2004, with a slight
increase from 2000 (Figure 4), but per capita health expenditure in Greece was significantly below that in France (in comparison with previous years, the difference is decreasing). Variation in expenditure is also due to different combinations of price and quality in
the provision of health care. Though expenditure in the United States is substantially
higher than elsewhere, the volume of assistance offered is comparable with that in other
OECD countries9.
1.1.4 The public sector as the principal instrument for the financing of
health expenditure
Even in countries with a system of universal coverage, one finds a significant recourse to
private expenditure, one that depends on the size of the gap in the services the public
9

See Docteur et al. (2003).
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Figure 3 - Per capita Health Expenditure and income per capita (2004)
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Figure 4 – Total health expenditure per capita and as a percentage of GDP (2004)
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Figure 5 – Health expenditure by source of funding (2004)
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system ought to guarantee, on the size of the contribution required to expenditure10 and
on the role played by the different forms of private health insurance (the size of the insurance market)11.
In any case, public financing is the dominant formula in the group of OECD countries
(Figure 5) though there has been a slight fall since 2002. The public proportion is still
above 80,0% in many countries. Italy remains slightly below the OECD average with a
public sector proportion close to 76,5%, which is practically the same as recorded in the
previous ten years.
In Italy private expenditure by families accounts for about one fifth of the total. However,
it is important to note that almost all (about 83,0%) of private financing in our country is
“out-of-pocket”, which is one of the highest figures among the most industrialised countries and those of “old Europe”, exceeded only by Greece, Iceland, the Czech Republic
and Norway. It is therefore interesting to note that “out-of-pocket” expenditure accounted for an average of 19,8% of total health expenditure in 200412, and about 76,0%13 of

10

In Italy, “co-payment” has risen during the years examined in this study.

11

See OECD (2003) and Docteur et al. (2003).

12

The mean does not include Sweden and the United Kingdom, for which the data are not available. For Slovakia, Germany, Japan
and Belgium, the data available refer to 2003 and for Australia to 2002 (OECD, 2006).

13

The mean does not include Australia, Denmark, the Netherlands, the United Kingdom and Sweden because of the incompleteness
of the information.
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Figure 6 – Breakdown of private financing (2004)
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total private expenditure in the OECD (Figures 5 and 6). Variation between countries is
rather wide. With some exceptions, countries with the lowest per capita income have the
largest proportion of out-of-pocket expenditure and vice versa. The proportion of out-ofpocket expenditure in total household consumption has grown significantly over the last
ten years in OECD countries, with a few exceptions (Denmark, France, Korea and the
United States), especially so in Italy.
Private health insurance accounts on average for only 6,0% of total financing14 (exactly
the same as in 2002) and about one fifth of private financing for health care (Figure 6).
The figures recorded range from the 37,0% of total health expenditure in the United
States to zero in some OECD countries where there is no private health insurance market (Figure 5).
The structure of health care financing has been generally stable over the years. There
seems to be a certain convergence in the share of public expenditure in OECD area countries. Those where public health expenditure was above the OECD average have seen a
decline in the public share, while those with a lower share have experienced the opposite trend (Figure 7). The share of out-of-pocket expenditure in the total health care has
slowly increased over the course of the years.
14

For Japan, Belgium and Germany, the data available refer to 2003, while for Australia they refer to 2002. A number of
OECD countries have no private health insurance market or have one that is insignificant; consequently, their contribution
has been estimated as zero (OECD, 2006).
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Figure 7 – Changes in the public share in health expenditure (1970-2004)
1970

1990

2004

100

97 97
93

90

87

71

70

74

76

78

82

79

78

87

84 82
80

72
67

66

85

79

70

67 68

86
84 86

77

76

72

73

70

90
89

83
83

80
77 7677 78

75

74

70

82

81

80

92

92

90

89

69

72

71

66

65

62

63

61

60

59
54

58

53

52

51

50

45

46
43
40

40

40

39
36

30
20

Turkey

Sweden**

Switzerland**

Spain**

United States

Czech Rep.**

United Kingdom

Poland

Portugal

New Zeland

Netherlands**

Mexico

Norway

Italy

Ireland

Iceland**

Japan*,**

Greece**

France*

Germany*

Korea

Luxembourg**

*2003 **2004 Forecast

Finland

Austria

Canada*

0

Australia*

10

Source: OECD Health Data 2006, June 2006

1.1.5 Expenditure by type of assistance
In spite of a certain convergence in the public share of expenditure, the OECD countries
analysed differ substantially in levels of expenditure for different levels of assistance
(Figure 8). Italy stands out specifically in expenditure on prevention (Figure 9).
However, it should be added that perhaps the greatest problem concerns the way in
which this proportion of expenditure is spent. Although prevention and public health are
increasingly seen as keys to the health outcome, even OECD countries do not assign
many resources to activities aimed at preventing their citizens falling ill. In the 19 countries for which data for 2003 and 2004 are available, hospital care, outpatient treatment
and health goods were practically the same in the two years15.
There is therefore a certain heterogeneity among OECD area countries in levels of expenditure on different types of health care. In 2004 Italy allocated 42,0% of total health
expenditure to hospital care, about 30% to out-patient care and 21,0% to health goods
and services, moving away from the OECD average (hospital care 35%).

15

The mean does not include Belgium, Greece, Ireland, New Zealand, Norway, Poland, Portugal, Turkey, Sweden, Denmark
and the United Kingdom. For Austria, Japan, Luxembourg and Hungary, the data were available for 2002, for Australia
only for 2001. “Health goods” include drugs and other non-durable products, medical equipment and other “medical durables” (OECD, 2005a).
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Figure 8 – Health expenditure by type of service (2004)
Countries ranked by decreasing level of health expenditure per capita
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Figure 9 – Expenditure on prevention and public health per capita and
as a share of total health expenditure (2004)
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There are different reasons that explain the variation in distribution of expenditure by type
of care. These include innovation in health technology, government reforms aimed at
improving efficiency and opportunities for optimal allocation of resources, including
reforms to models of payment16.
Drugs continue to constitute an important component of health care costs. At 21,4%,
Italy lies above the OECD mean (it is worth emphasising that more than 45,0% of this is
private expenditure) (Figure 11). In 2004, this item amounted to a little over 17,0% of total
health expenditure in the OECD area17 (18,0% in 2002). Here again, the variation is substantial, ranging from 8,5% in Luxembourg to 27,4% in Korea (looking only at the countries for which a 2004 comparison is possible).
Levels of drug expenditure thus differ greatly between countries, reflecting great differences in prices and in quantities prescribed and consumed.
Using per capita expenditure as indicator for inter-country comparison, one finds that
Italy comes fourth in order of pharmaceutical expenditure per capita in the OECD area16
with $ 512 PPP in 2004 (Figure 10). However it should be emphasised that when per capita expenditure is split into public and private, our country is seen as that with the highest
private share in the per capita total in the EU, confirming concerns over the continuous
manoeuvres on pharmaceuticals that risk having adverse and worrying consequences for
the populace (see catastrophic payment). The United States is the country that spends
most at $ 752 PPP per capita on pharmaceuticals.
The share of drug expenditure can vary greatly among countries with similar levels of
health expenditure per capita. For example Denmark and France have almost the same
per capita health expenditure but Denmark spends about 9,4% of its total on drugs, whereas France spends about 19,0%.
Looking at the period 1992-2002 (the last for which it is possible to make a comparison)
expenditure on pharmaceuticals rose annually 1,3 times faster than total health expenditure (Mennini and Colombo, 2004). There are various reasons for this rapid rise, starting
with the use of new, innovative and more costly drugs and the use of pharmaceuticals to
replace some other forms of treatment.
In 2004 private pharmaceutical expenditure accounted for about 76,0% of total pharmaceutical expenditure in the United States, 89,0% in Mexico and 62,0% in Canada. OECD
countries have followed different routes in their attempts to hold down the rapid growth
in expenditure on pharmaceuticals. Very often, these have been temporary or short term
(as in Italy and France) and have not brought the anticipated benefits.

16

See Docteur and Oxley (2003).

17

The mean does not include New Zealand, Turkey and the United Kingdom, for which data are not available. For Belgium,
Germany, Japan and Slovakia, the last data available are for 2003, while for Australia, the Netherlands, the Czech Republic
and Hungary, the last data available are for 2002.
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Figure 10 – Division of pharmaceutical expenditure per capita into public and
private (2004)
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1.1.6 Conclusions
One again finds, as pointed out in the 2005 CEIS Health Report, that health expenditure is
growing steadily and that the high cost of the health care supplied by the various health
systems has become the first item on the agendas of political leaders.
Like many other industrialised countries, over the last twenty years Italy has tried to keep
the percentage growth of health expenditure at a sustainable rate, taking account of the rate
of growth of the economy. If the objective of health policies is always to achieve a balance
between resources and expenditure, between growth of GDP and that of health expenditure, it has certainly not been reached. The share of health expenditure in GDP was 7,7%
in 1990, 7,9% in 2002 and 8,4% in 2004. In Italy, health expenditure has grown faster than
GDP over the last ten years, as it also has in most of the countries examined (Mennini and
Colombo, 2004; Mennini and Francia, 2005), but the share of health expenditure in GDP has
continued to remain below the OECD mean. Health expenditure has in any case continued
to grow faster than the wealth produced, as it also has in the other OECD countries.
Between 1990 and 2004, the mean annual per capita medical expenditure for 30 OECD
countries rose almost one percentage point faster in real terms18 than did real per capita
income (3,5% against 2,8%). In Italy, health expenditure between 2001 and 2004 grew at a
moderate rate (2,1%), but nevertheless about five times faster than did GDP.
In any case, health expenditure resumed growing significantly and faster towards the end
of the 1990s and continued its growth in 2004. Such faster growth led most countries to
introduce reforms and measures to cut health expenditure or at least limit its growth19.
The relationship between growth of health expenditure and its share of GDP thus does not
seem very clear or certain. Some countries where the ratio of health expenditure to GDP
was relatively low in the 1990s have experienced strong growth in the rates of health expenditure compared to growth of GDP. In other countries, such as Denmark and Canada,
growth in health expenditure has been slightly higher than the growth in GDP. Nevertheless,
the United States, Germany and Switzerland have had both a high ratio of health expenditure to GDP in 1990 and a rapid growth in the ratio of health expenditure to GDP20.
The cost containment policies adopted in OECD countries in the ‘nineties do not necessary
constitute the best way to address the problem of the financial sustainability of health
systems (see chapter 2.1, de Pouvourville; chapter 2.5, Rutten; chapter 2.3, Martins). In
fact, positive and successful actions to ration (and not rationalise) health care capacity and
volume in many countries produced, as their principle result, dissatisfaction with the quality and efficacy of the system in its main users (the general population), as in the case of
long waiting lists, or have introduced distortion (as in the case of the DRGs – Diagnosis
Related Groups – in Italy) towards the services most easily measurable in terms of costs
and output21.
However there are, at the limit, two sets of relationships that can be legitimately asso18

The real values have been calculated applying the GDP deflator to the nominal values.

19

Docteur and Oxley (2003); Mossialos and Le Grand (1999).

20

See Colombo F, Mennini FS, Ceis Sanità Report 2004.

21

See Oliver A, Mossialos E, Maynard A (2005).
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ciated with the growth of health expenditure. First, the greatest part of health expenditure is still publicly financed, especially in EU member countries. In Italy, public resources for financing of health care account for 76,0% of total expenditure, a figure higher
than the OECD mean. The growth of health expenditure naturally increases the anxiety
of policy makers who have to deal with ever tighter public budgets. Second, and still
more important, most of the resources employed in health care are not at an optimum
level of quality or efficiency22. In fact there is ever increasing evidence of deficiencies –
such as those associated with provision of inadequate services or suboptimal utilisation
of services of proven necessity, or again those associated with errors in the provision of
health care – which lead to unexpected deaths, excessively high differences in mortality
within the same country23, disablement and a low standard of health, often with a marked increase in costs.
It therefore seems necessary to focus attention on greater efficiency in health expenditure24 – on which the efforts of those responsible for health policy should be concentrated – rather than a mere sterile containment of the growth of health expenditure which
could led to an undesirable difference between the expectations of the population and
the capacity of health systems to provide care. Again, associated with what has been
said, measuring, analysing and monitoring the real efficacy of the health system one
could certainly reduce the lack of transparency regarding the quality of and outputs supplied by the health systems. Inter-country comparative analysis can help on two fronts,
by providing a benchmark for an improved evaluation of the performance of national
health systems, and at the same time a set of measuring instruments that individual
countries can implement and use in order to raise the efficiency of their own health
systems (see, for example, the DRGs, policies on access to new drugs, equity in distribution etc.).
A need is thus felt to create the preconditions for promoting optimum allocation of
resources, increasing the satisfaction of the public and avoiding the duplication of services and possible inequities. The debate about the way health services in Italy and in
EU countries are organised is therefore still at the centre of attention, but seemingly
without one model prevailing over others.
In fact new modalities for organising and managing health care systems are still being
introduced, often with see-saw results. At times one manages to obtain an increase in
efficiency, while at others times the objective attained is not clear25.
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1.2 - The evolution of health expenditure in Italy
Polistena B1 ., Ratti M1., Spandonaro F.1
1.2.1 Introduction
Total health expenditure (public and private) in Italy grew by 61,20% between 1995 and
2003 rising from 64.730 to € 104.348 million; in real terms expenditure rose by 29,62%,
that is by an average of 3,30% annually, higher than the real growth in GDP which averaged 1,66% annually.
Public health expenditure grew less than private. In nominal terms the first increased at
an average rate of 8,6%, rising from € 41.607,32 million in 1995 to 80.600,00 in 2003,
against the 13,4% rise in private health care expenditure which rose from 8.707,00 to
23.748,24.
The percentage of public health expenditure in the total therefore tended to decrease,
whereas the private percentage tended to rise, especially in the Central and Northern
Regions. For management of the health system, it is of fundamental importance to study
the evolution of total health expenditure and equally to analyse the impact of various factors (demographic, economic and institutional) on the growth trend.
Internationally, Italy constitutes a paradigmatic case, in the first place because it is aging
rapidly. Furthermore, because the major public sector role includes a mechanism for redistribution among Regions that causes that total health expenditure only to be weakly rela-

Figure 1 – Trend in health expenditure in Italy 1990-2003
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Figure 2 – Total health expenditure per capita 1990-2003
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ted to average levels of income. In other words, the redistributive effects due to the solidarity type mechanisms implicit in the universal type social security system adopted in
Italy tend to invert the relationship between income and health expenditure generally
found at the international level2.
The first studies analysing health expenditure date back to the 1960s, examining the
determinants of health care expenditure in relation to per capita income.
However Maxwell (1981) and Leu (1986) already held it essential to add other factors
such as age and location of the population to the income variable.
More recently, methodologies, too, have evolved, with the use of longitudinal type analysis and especially a combination of cross-section and time series data.
For example Hitris e Posnett (1992), analysing the trend in per capita health expenditure
in 20 OECD countries over the period 1960-1987, found a significant impact of demographic structure on per capita health expenditure.
Studies of this type have added to income and demographic variables, others that
explain the structure of the health system in the individual countries.
Considering that from 1990 to 2003, Italy underwent the most rapid aging process in the
first 15 EU member states, the enlargement of model to take account of the various
potential drivers of the evolution of health expenditure becomes still more important.

2

See chapter 1.1 of this Report: Evolution of health expenditure in OECD countries.
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Figure 3 – Health expenditure as a percentage of GDP, 2003
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1.2.2 The model used
In the attempt to explain the trend of total health expenditure and forecast it for the future, economic, demographic and institutional variables have been integrated.
GDP constitutes a proxy for the economic level reached. Theory, and also previous empirical evidence, suggest that, at aggregate level, there is a positive correlation between
economic condition and the quota assigned to health expenditure.
As demographic variables, the percentage of the population aged over 65 and the generic mortality rate were used, the aim being to take account both of the phenomenon of
aging of the Italian population and to verify the applicability to Italy of the theory of the
so-called costs of death.
At the institutional level, the decision on the proportion of the need to cover by public
sector action seems to summarize the changes under way in the Italian system. As
already noted, in the last decade the Italian (1990-2003) private health expenditure, as a
percentage of GDP, has risen faster than that of public health expenditure3.
Furthermore, there are marked differences among the Regions in mechanisms as to provision of the public services, in particular in the extent to which services are operated
directly or contracted out, it seemed interesting to investigate the effect of these differences on total expenditure. Finally, considering the considerable evidence that exists on

3

Quaderno Cerm 2/06 Spesa Sanitaria, Demografia, Governance Istituzionale; F. Pammolli e N. C. Salerno.
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the phenomenon of supply induced demand, which can be summarised in the risk of
inappropriateness, a “supply variable” was introduced, taking as proxy the number of
medical employees (doctors and nurses) per 1000 inhabitants.
1.2.3 Database and model estimated
The model was estimated on a panel of data relating to Italian Regions, obtained from
ISTAT, for the period 1995-2003.
From an econometric point of view, a model with both fixed effects and random effects
was estimated.
The following acronyms were used.
SST = Total health expenditure per capita
SD = % of public expenditure operated directly
% INT_PUB = % public provision out of the total
PIL = GDP per capita
POP_65+ = % of the population aged over 65
M = generic death rate
PD = medical employees per 1000 population
The econometric model estimated is therefore:
SST = f (SD; % INT_PUB; PIL; POP_65+; M; PD)4.
Initially the analysis as been performed at national level and subsequently according to
geographical areas, considering the North5 and the Centre-South separately.
The model chosen for Italy, according to the Hausman test, is the fixed effect one.
This explains 64,32% of the variability in total health expenditure per capita. The time
effect is practically completely explained by the model as demonstrated by the R2 within
of 95,92%; the effect of variability between Regions is also explained more than satisfactorily (R2 between = 81,09%).

Table 1 – Regression coefficients on Italy panel
data 1995-2003
Variables
% direct expenditure
of total expenditure
% public intervention
GDP per capita
Percent pop 65+
Generic death rates
Medical employee rate
Constant

Coefficients

P>ItI

-11,128
6,474
0,078
50,661
29,298
0,636
-1.123,728

0,000
0,000
0,000
0,002
0,125
0,204
0,000

4

For simplicity, the subscripts for year and Region have been omitted.

5

The “North” includes Toscana, as that Region is organized similarly to other northern Regions.
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Thus not only GDP per capita and the percentage of elderly but also the institutional
variables – the percentage of public financing and the proportion of directly operated
expenditure – prove significant.
The results depend greatly on the coexistence of clearly differentiated behaviours at the
Regional level. For that reason the estimate was repeated separately for the North and
again for the Centre-South.
For the North, unlike for Italy as a whole, the Hausman test indicated the existence of a
model with random effects as that best suited to explain the total health expenditure
variability per capita.
The model with random effects explains 89,56% of the variable studied and both the time
and geographical effects are well explained6.

Table 2 – Regression coefficients on North panel
data 1995-2003
Variables
% direct expenditure
of total expenditure
% public intervention
GDP per capita
Percent pop 65+
Generic death rates
Medical employee rate
Constant

Coefficients

P>|t|

1,162
6,688
0,081
39,204
11,124
0,293
-1.840,623

0,677
0,004
0,000
0,001
0,623
0,698
0,000

Total health expenditure is influenced both GDP per capita and the percentage of the
population over 65 (with the expected positive signs) and by the percentage public action
in the total, which would have a positive effect on total expenditure.
For the Centre-South, as for Italy, the model to be used is the fixed effects one, but in this
case it explains only 57,36% of total variability; in this case the time effect is better received by the model than the geographical effect one7.
The significant independent variables are again GDP per capita, the percentage over 65
(with the expected signs) the percentage of public action (also with a positive sign) and
the proportion of expenditure on directly operated services. It would therefore seem that,
for the South only, replacement of outsourced services by directly operated ones would
be more efficient. A higher level of inefficiency in the South is confirmed by the fact that
the medical employee rate coefficient is significant and positive, implicitly indicating
excess personnel locally.

6

R2 within = 95,98% and R2 between = 66,24%.

7

R2 within = 96,52% and R2 between = 64,53%.
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Table 3 – Regression coefficients
on Centre-South panel data 1995-2003
Variables
% direct expenditure
of total expenditure
% public intervention
GDP per capita
Percent pop 65+
Generic death rates
Medical employee rate
Constant

Coefficients

P>|t|

-14,494
5,023
0,067
76,227
24,104
2,242
-987,575

0,000
0,001
0,000
0,001
0,356
0,002
0,017

Confirmation is thus provided that total health expenditure is influenced not only by economic and demographic factors but also by institutional ones. Specifically, government
intervention would tend to expand total expenditure, supporting both the hypothesis of
substantial duplication of functions between public and private sectors and of a tendency
of the Regional system to “profit” from the greater resources made available by central
government. The choice currently made between direct operation and outsourcing8, limited to the South, involves inefficiency. We can interpret the data saying that such a choice does not appear to be a discriminating factor per se, but that in the South, due to a
lack of planning and control, outsourcing and staff numbers tend to increase total expenditure and are therefore probably decreasing efficiency.
It is also clear that the Northern Regions constitute a substantially homogeneous set (at least
in aggregated behaviour) as demonstrated by the choice of the model with random effects
and by the between variation explained. In contrast, for the Centre-South there prevails a
heterogeneity of behaviour as demonstrated by the selection of the fixed effects mode.
Subsequent research will be aimed at studying whether clusters of homogeneous behaviour can be found in the Regions of the Centre-South.
1.2.4 Trends in total health expenditure
The econometric analysis performed makes it possible to formulate some hypotheses on
the evolution of total health expenditure.
For reasons of prudence, and in line with the aims of the Report, the forecast has been
limited to the year 2007, also bearing in mind the fact that the data available for estimation of the parameters stop in 2003.
In terms of the exogenous variables, GDP growth in real terms for 2007 has been hypothesised as alternatively 1,5%, in line with Italian government forecasts9, or as 1% to
have a more pessimistic picture.
The demographic variables have been based on ISTAT population forecasts.
9

Expenditure for private provider.
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Two hypotheses have been adopted for the public percentage of health expenditure: the
first considers an average increase per year of 1,60%, the second consider an average
increase of 1,82% per year.
The direct operation percentage is assumed to have an average increase of 0,55% per year.
In the various combinations of exogenous variables, the model predicts an expenditure
that ranges from 123.798 to € 124.723 billion.
In terms of the percentage of GDP absorbed the range is from 8,2% to 8,3%.
In short, it seems that total health expenditure is in any case destined to increase under
the pressure of rising income and the multiplier effect of the public proportion, as well as
of demographic pressure (this in the medium-long term). The increase is also relatively
modest at between 0,05 and 0,07 percentage points of GDP annually.

Table 4 – Forecast total health expenditure for 2007
Forecasts

Direct expenditure +0,55%, %
public expenditure +1,6% per
year, GDP + 1%; pop. 65 + as
per forecast
Direct expenditure +0,55%, %
public expenditure +1,82%,
GDP + 1,5%; pop. 65 + as per
forecast
Direct expenditure +0,55%, %
public expenditure +1,82%,
GDP + 1,5%; pop. 65 + as per
forecast

Expenditure
per capita €

Total
expenditure
as % of GDP

2.119,49

8,2

2.125,89

8,3

2.135,31

8,3

The question of the sharing of this expenditure between public and private sectors will be
taken up and analysed in subsequent chapters of the Report.
Here it is worth noting that if the government objective of stabilizing public expenditure
at 6,7% of GDP, were to be achieved, that would increase or at least stabilize the public
sector share of total health expenditure. Obviously that result would depend not only on
the uncertainty inherent in our forecasts but also on the real growth of GDP in 2007.
1.2.5 Estimate of aggregate regional redistributive effects
One further analysis made possible by the econometric model is of the redistribution
effect induced, implicitly and ex-post at the regional aggregate level, of the solidarity
mechanisms implicit in our system of financing of the health sector.
The analysis is unable to distinguish intentional redistribution from that resulting from
inefficiencies that have (at least until now) received financial cover.
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The indicators proposed calculate the percentage difference between the health
expenditure per capita awaited on the basis of the relationships estimated by the
model and the actual values (Inicator A) or the differences between expected and
actual percentages of GDP absorbed (Indicator B).
As it was reasonable to expect, it emerges that in general the Regions of the North
transfer part of their wealth to the Regions of the South.
While the national average percentage of GDP absorbed in health care was 7,8% in
2003, the figure for all the Northern Regions is below that, ranging from 6,5% to 7,8%,
whereas for the figures for the Southern Regions range from 7,9% to 11,3%.
In other words, the “natural” percentage for the Northern Regions would be higher
than it is, from 0,06% (Trentino) to over 16% (in Lombardia and Liguria), whereas it
would be lower in the Centre-South, excluding Lazio, Marche and Umbria, up to a
maximum of 50% in Campania and Calabria.
1.2.6 Conclusions
In order to govern the health system it is necessary to understand the trends in total
health expenditure. Decisions on levels of public action should, ex ante, take account of
the final impact of the decisions made on both total and private health expenditure (met
by families).
The econometric model proposed makes it possible to perform simulations of this phenomena. The estimates made provide some food for thought, which we summarize as
follows.
In the first place, in addition to socio-economic and demographic trends, one finds that
an increase in public expenditure tends to increase total expenditure, an effect we think
can be attributed both to a duplication of functions and to an inertial tendency for expenditure to follow financing. This in some sense “justifies” the tendency to underestimate
financing in order to avoid increases in expenditure that are not necessarily justified.
In the second place, it is worth noting that the North presents a basic homogeneity in the
behaviour of expenditure, whereas the Centre-South constitutes an agglomeration of non
homogeneous behaviour, still to be fully explained.
Quantitatively the estimated elasticity of health expenditure to GDP is greater in the North
than in the Centre-South.
On average, a 1% increase in GDP (€ 226,96 per capita) implies an almost proportional
increase in health expenditure of 0,97% (€ 17,77 per capita).
The effect of aging, though obviously not appreciable in the short term, is nevertheless
significant. An increase of one percentage point in the population over 65 years of age
would increase total health expenditure by 2,07% in Italy as a whole, by 2,01% in the
Regions of the North and by 4,38% in the Regions of the South.
It can be noted that the impact of the percentage of the population aged over 65 is decidedly greater in the Centre-South. This could depend on many factors, such as greater
recourse to informal assistance or a population that is in any case aging more rapidly
than that in the North.
Finally, though the topic requires further analysis, we observe that an increase of 1% in
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Table 5 – Measurements of regional redistribution
2003
Region

Piemonte
Valle d'Aosta
Lombardia
Trentino A.A.
Veneto
Friuli V.G.
Liguria
E. Romagna
Toscana
Umbria
Marche
Lazio
Abruzzo
Molise
Campania
Puglia
Basilicata
Calabria
Sicilia
Sardegna

Indicator A
(% € per capita)

-12,556
-6,791
-18,402
-0,590
-7,203
-5,047
-16,340
-15,904
-12,878
-6,445
-7,194
-3,506
3,183
19,131
52,624
39,260
20,852
50,647
26,111
36,210

Indicator B
B (% GDP)

-0,011
-0,005
-0,015
0,000
-0,006
-0,004
-0,015
-0,013
-0,011
-0,006
-0,006
-0,003
0,003
0,018
0,038
0,029
0,017
0,038
0,021
0,026

public action produces an increase in total health expenditure of 0,36% (€ 6,47); 0,36%
in the North (€ 6,69) and 0,29% in the Centre-South (€ 5,02).
Some discussion on the choice between direct operation and outsourcing of services is
also legitimate.
According to our estimates the direct operation is more efficient; however this result
depends strictly on what happens in the Centre-South. We could hazard a guess that
where the services are well planned (in our divisions in the North), the choice makes little difference, whereas in the Centre-South outsourcing is inefficient, probably related to
the problem of duplication of services cited earlier.
The econometric model also makes it possible to estimate implicitly the redistributive
effects of the system of public financing. A significant impact is stressed by a redistribution which, as it was reasonable to expect, goes from the North to the Centre-South. The
size and characteristics of this redistribution reveal how hard it would be to achieve full
fiscal and health federalism.
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1.3 - The 2007 public budget for health
and its impact on households
Polistena B.1, Spandonaro F.1

1.3.1 Introduction
The evolution of health expenditure was analyzed in chapter 1.2 (Polistena, Ratti, Spandonaro),
investigating its connection with economic, demographic and institutional factors.
The Public and Private Health expenditure share evolve according to a natural evolution, but
especially relating to Government and subsequently to the Regions policies.
Therefore it was chosen to deal primarily with the health public expenditure trend, taking into
account the interventions scheduled by the Budget Act for the year 2007 and, subsequently,
was obtained as the difference the burden to the household. Private expenditures are in fact
strongly dependent on public policies, especially relating to co-payments level and relative
exemptions, along with the relative quality of SSN (national health service ) versus private services.
We also wish to recall that the model discussed in chapter 1.2 underlines how some health
policies have a significant impact on the overall health expenditure: in particular, a sort of multiplying mechanism of the public health expenditure has been inferred, in addition to a nonneutral impact of the composition of the same, with reference to the choice between providing
services directly or through private providers.
The following paragraphs will analyze the 2007 Budget Act, elaborating some hypothesis
about the possible financial deficit of the public health sector.
1.3.2 Description of the model
The hypothesis adopted was that the public health expenditure trend follows both economic
and demographic development (as demonstrated in chapter 1.2), as much as it follows the
effects of governmental and regional budget choices. Following econometric evidence reported in chapter 1.2, we suppose that public health expenditure follows a “funding reversion”
model, that is expenditures tend to shape to governmental resources made available.
Effects of financial transfers (on the families budgets) stemming from co-payments are added
to this, as well as choices relating to the share of direct production of services versus private
providers purchasing.
The latter variable has also been included following the evidence gathered from chapter 1.2,
which identified, limited to the Centre-South Regions, an inefficient mechanism of programming (particularly relative to the allotment of supply between public and private providers).
The above assumptions have been tested using a panel model, relative to the Italian Regions.
The source of data is ISTAT (the Central Statistics Office) and the Ministry of Health, relative to
the period 1995-2004.
1

CEIS Sanità, Faculty of Economy, University of Rome “Tor Vergata”.
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All the variables taken into consideration proved to be significant and with the expected signs.
Defining as:
SSP = per capita public health expenditure
PIL = per capita GDP
SD = share of public providers supply on public expenditure
FIN = per capita funding
TK = co-payments charge incidence (pharmaceuticals)
POP_65+ = share of population over 65 years of age
The estimated econometrics model is:
SSP= f (PIL; SD; FIN; TK; POP_65).
The model explains 76,9% of the overall variability: in particular the temporal effect is practically entirely explained by the model as demonstrated by R2 within equal to 95,47%; the variability effect between Regions is not explained as well (R2 between = 49,48%).
The quite good results of the econometrics test, seems to guarantee the model’s reliability to
depict at least short-time frameworks for public health expenditure evolution.

Table 1: Regression coefficients on Italian panel
data 1995-2004
Variables

Coefficients

Per capita GDP
Share of public providers supply
on public expenditure
Per capita funding
Co-payments charge
Percentage population > 65 years of age
Constant

P>ItI

0,016

0,016

-85,117
0,482
-7,163
40,777
-233,905

0,000
0,000
0,000
0,003
0,264

1.3.3 The 2007 budget measures
The scenarios subsequently described stems from the adoption of economic and demographic considerations that have already been described in chapter 1.2. These have been integrated by the evaluation of actions provided for by the Budget Act presently being discussed.
It has also been taken into consideration proposed measures relative to co-payments and
regional re-entry plans, as proposed in the technical attachments to Art. 88 of the Budget Act
in discussion.
The Budget Act allots central funds for Health equal to € 96 billion, plus € 1 billion addressed
to the Regions with greater financial difficulties (high deficits).
Regional funds amount to € 3,7 billion, for a total financing of the sector equal to € 100,7 billion, that represents a considerable increase.
A rationalization of the expenditure, stemming from regional re-entry plans is expected, and the
net effect is estimated at approximately € 1 billion.
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It must ultimately be taken into consideration that the Budget Act contains further measures to
reduce the natural trend in public health expenditures, for approximately € 2 billion: co-payments will increase, as tariffs paid to providers will reduce; besides a campaign against non
appropriate services is planned.
About 50% of these measures, namely those relative to co-payments, are “included” in the
model; since, at the present state of the model, it is not possible to consider the effects stemming from tariffs “cuts”, the financial impact of these measures has been added exogenously.
In line with the aim of this study, we have prudently limited the forecast to the year 2007. This
is also due to the data available for the estimate of parameters, which do not go beyond 2004.
Table 2 contains the estimated scenario, as it follows on the basis of the models, integrated
with the effects of action provided for the Budget Act. We have also indicated the range of figures considered most feasible. Chart 1 demonstrates the evolutions in a graphic set up.

Table 2 – 2007 Scenario
Item
Total health expenditure
Public health expenditure
Financing
Deficit
Private health expenditure
Annual variation in private
health expenditure

€ bill.
123,8-124,7
102,7-105,0
97+3,7
2,0-4,3
19,7-21,1

% of GDP
8,2-8,3
6,8-7,0
6,4-6,7
1,3-1,4

-6,2%-12,3%

-

Considering that governmental funding equal at € 96 billion, plus € 1 billion with allotment
aimed at Regions with the greatest historical deficit, for a total of € 97 billion, we foreseen a
level equal to 6,7% of the 2007 GDP, should the its growth be nil.
Assuming that the real GDP growth is a figure between 1% and 1,5%, and with inflation at
2,1% (according to Government planning reports), scheduled governmental funding equal to
6,4% of the GDP; therefore, in order to guarantee funding at 6,7% of the 2007 GDP (as in the
Ministry announcements), it is necessary to consider also regional revenues and reach a level
of € 100,7 billion.
According to our estimates, public health expenditure should range (in the best hypothesis)
between 6,8% and 7% of the GDP, that is between € 102,7 billion and € 105,0 billion.
The expenditure would approach the target of 6,7%, with a modest 0,1 GDP percentage point
deficit, only by a very favourable trend of the co-payments revenues, as well as the overall success of the planned actions; should these measures not provide the expected results and
should rationalizations, especially in the Centre-South Regions, not reach their expectations,
deficits might subsequently reach € 4,3 billion (that is 0,3 GDP percentage points).
Presuming that the total health expenditure is about 8,2% (up to 8,3%) of the GDP (see chapter 1.2), the burden to households might equal to 1,3-1,4 GDP percentage points, that is a
decrease by € 25,00 to € 48,00 per capita.
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Diagram 1 – 1990-2007 Italian health expenditure trend
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In practice, the increase of public funding would partially unburden households from health
expenses, but the effect would be counterbalanced by new co-payments (emergency) and the
exacerbation of the existing ones (specialist examinations).
So, we forecast a slight decrement in the burden for households: but the operation, aimed at
making consumers more responsible, triggers complex equitable mechanisms. From this
point-of-view, the enlargement of fixed-rate co-payments from drugs to specialist prescription,
let us predict unfavourable equity effects on populations most at risk (see chapter 4.1, Doglia,
Spandonaro).
In conclusion, the operation will probably not be successful in establishing the desired budget
balance, although presenting a funding increment equal to over 0,2 GDP percentage points.
The matter, as has occurred every year since the establishment of the SSN, will be that of eventual attribution of the responsibility of the deficit.
In order to obtain a substantial balance, it would be necessary to reach further recovery of efficiency in the order of 5-6%: this is a rather ambitious but not impossible goal, should appropriate instruments and targets be determined.
1.3.4 Closing remarks
Models may have a limited value in a field as regulated as the health care one, especially considering that evolution of phenomena is subjected to shocks deriving from the public policies;
anyway they can contribute to the description of coherent scenarios: as such the forecasting
exercises herein presented should be considered and we hope they are useful for supporting
the decision-making process.
It arises that even 2007 will probably be a year marked by failure (at least a partial one) in obtaining financial equilibrium.
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Contributions relative to various European and non-European countries that are presented in
this volume (see chapters 2.1-2.6) demonstrate how the formation of deficits is a substantially
common problem: perhaps with the exclusion of the Australian case (where regulations tend to
ration services) and the Dutch one (where insurance premiums evolve adapting themselves to
expenditures). At the same time, it seems that the matter is not internationally perceived as central to the control of expenditure: discussions on how to determine an acceptable and congruous level of expenditure are in the forefront.
Domestic sensibility towards budget balance can probably be explained by the peculiar Italian
debt; but consider that its trail of controversies over deficit attribution entails delays in payments and the creation of implicit costs.
Moreover, the statistical evidence stemming from models, in some way, seems to justify underestimation of the heath care burden as a public policy, considering both that expenditure tend
to adapt to resources made available, and the multiplying effect on overall expenditure.
In addition to financial aspects, a bipartisan will to refinance the sector emerges. This confirms
and accelerates a trend, which has been ongoing for at least the past five years.
The health system has paid an important contribution to the recovery of the Italian debt and to
Italy’s “entrance” into Europe: up to the 1995/1996 biennium, when funding and expenditures
of the sector had their historical minimum (respectively 5,1% and 5,2% of the GDP). The following decade brought the level of expenditure back to that of 1991 (6,4%), although funding
was more precautionary. After a decade and in the presence of a secular increasing trend in
total health expenditures, the scenario described by the model seems to be substantially
acceptable, as it brings public health expenditure to between 6,8%-7% of the GDP: a figure
which is an average of the international ones.
Should the budget constraint not allow further growth in public health funding, an equity problem would in any case arise: and precisely how to transform the relevant share of out of pocket expenses into insured ones, through forms of integrated coverage, containing some elements of solidarity.
The process may undoubtedly be facilitated in presence of more efficiency and appropriateness of services provided (see other contributions in the volume): that is releasing funds which
are particularly useful for re-qualification and adjustment procedures needed to face with a
large geographical inequality.
Referring back to other contributions in the volume for an in-depth analysis of the levels and
causes of (in)efficiency and (in)appropriateness, it would be worthwhile to recall that the funds
that would eventually be released are already “reserved”; in the sense that they have a natural
destination towards necessary improvements in the quality of services. Although the Italian
SSN lacks a systematic supervision over the quality of its services, it is a common opinion that
there are broad and mandatory margins for improvements: for example, by IT, building investments, etc. The Budget Act also takes note of this, since it contains a re-financing of the Law
88/1988 programme for health facilities.
In conclusion, the gap between funding and expenditures seems to be slightly reduced and, in
any case, the question seems more a problem of deficit administration than absolute level of
the same; at the same time, the subject of contributions that public health sector should pay
towards the reduction of the Italian debt, seems to be still unsolved (in the sense that it remains
implicit). It is evidently a problem of priorities that must be faced, while recognizing that there
is a strong link between the various welfare components: first and foremost between Pensions
(financial benefit) and Health (benefit in kind).
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1.4 - Pharmaceutical policies in Italy
Barrella A.1, Polistena B.2 , Ratti M.2 , Spandonaro F.

2

1.4.1 The growth of the pharmaceutical expenditure
The total national pharmaceutical expenditure – both public and private – amounting to
€19.459 million in 20053, was obtained through a 1,4% increase compared to the previous
year, determined by a 6,3%4 increase of private expenditure and by a 0,6% reduction of
public expenditure5.

Diagram 1 – Total Italian Pharmaceutical Expenditure
over the 1985-2005 period
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Pfizer Italia Srl.

2

CEIS Sanità, Faculty of Economics, University of Rome “Tor Vergata” .

3

See OsMED (2006). L’uso dei farmaci in Italia. Rapporto nazionale anno 2005, Rome, June 2006.

4

Deriving from the consistent increase of 35,2% of the private expenditure for reimbursable drugs (class A drugs), but also for
the increase of pharmaceutical expenditure of class C drugs (+2,2%) and of OTC drugs (+3,5%).

5

This can be almost totally explained by price cutting (-3,4%), but it also depends on the mix-effect trend (-1,1%), while an
increase (+4,0%) has continued to be recorded on the quantity of prescribed drugs.
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There is also a growth of the generic drug market, which has reached 13,1% of the pharmaceutical expenditure of the Italian Health Service (SSN) and 24,1% of the consumed
amounts; although the use of unbranded drugs is still scarce and represent only 2,9% of
the whole generic pharmaceuticals market.

Diagram 2 – Expenditure by Italian NHS for generic drugs (value %)
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The net territorial pharmaceutical expenditure of SSN has also accounted for 13,4% of
the 2005 National Health Fund with great variability from one Region to another: northern
Regions (with the exception of Liguria) maintain the pharmaceutical expenditures
beneath the 13% roof, while the central-southern Regions still exceed this limit. Only four
Regions (Lazio, Sicilia, Campania and Puglia) determine an 85% excess of pharmaceutical expenditure funds assigned to pharmaceutical care.
As we pointed out in last year’s report6, deciding to establish an equal expenditure roof
for all Regions does not take into consideration all the different healthcare needs of regional citizens. Therefore applying the same corrective model as last year (with a population
as of 1 January 2005) would take into account the real needs7 and quantify the funds

6

See Barrella A, Polacsek A (2005), Le politiche farmaceutiche in Italia, Rapporto CEIS Sanità 2005.

7

I.e. the weighed population, where the variables used to work out the model were obtained by taking into account the gross
pharmaceutical expenditure (so consumption variances due to different exemption regional policies have been excluded)
analyzed by age groups in 2001 for five Regions which had the relevant data available.
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Diagram 3 – Pharmaceutical Expenditures over Regional Health Fund (2005)
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Source: our study based on AIFA and Federfarma data

intended to cover the pharmaceutical expenditure. The data shows that:
• funds thus calculated appear to be higher than the actual ones in the Regions with older
population (in line with the evidence that drugs consumption is strongly linked to the age
of the population);
• even if the funds allocation to cover the pharmaceutical expenditure were to be based
on population needs, as calculated with the weight approach, the northern Regions seem
to be would appear to be even more exemplary than they actually are (in fact, the surplus
between the public pharmaceutical expenditure and the amount of the funds, both allocated and theoretical, in fact appears to be yet higher); while for the central-southern
Regions the deficit turns out to be higher than the actual one;
• the impact of the Regional fund on pharmaceutical care, calculated on the weighed
basis, on the total Regional Healthcare Fund (FSR) confirms that the Regions having an
older population should get more than 13% in order to be in position to offer better pharmaceutical care.
Finally, observing the data regarding pharmaceutical expenditure for the first six months
of 2006, an 10,8% increase of net territorial pharmaceutical expenditure stands out compared to the same period in 2005, deriving from an increase in the number of prescriptions (+5,9%) and by the average expense for each prescription (+4,6%): therefore more
prescriptions have been prescribed, which were more expensive on an average8.

8

See Federfarma (2006), La spesa farmaceutica SSN. Dati di spesa farmaceutica gennaio-giugno 2006.
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Table 1 – Net Public Pharmaceutical Expenditure and Allocated Funds – 2005
Regions

Val d'Aosta

FSR
(A)

Pharmaceutical Pharmaceutical
Net
Variances % Net Variances % Net
Impact %
Expenditure Expenditure Fund Pharmaceutical
Expenditure
Expenditure
Weight
Fund (13% roof) (roof calculated
Expenditure
vs Fund at
vs weight Fund at Pharmaceutical
(B)
on the needs)
(D)
13 % roof
13 % roof (D/C)
Fund vs FSR
(C)
(D/B)
(D/C)
(C/A)

188.190.000

24.464.700

24.528.724

21.697.596

-11,31%

-11,54%

13,03%

Piemonte

6.789.920.000

882.689.600

902.985.925

756.357.248

-14,31%

-16,24%

13,30%

Liguria

2.680.460.000

348.459.800

358.967.058

371.316.285

6,56%

3,44%

13,39%

Lombardia

13.980.020.000

1.817.402.600

1.836.797.572

1.623.340.255

-10,68%

-11,62%

13,14%

Veneto

6.979.580.000

907.345.400

915.555.135

772.319.310

-14,88%

-15,64%

13,12%

T. Alto Adige

1.411.250.000

183.462.500

182.977.622

144.250.341

-21,37%

-21,17%

12,97%

F.V. Giulia

1.897.660.000

246.695.800

252.656.063

225.332.972

-8,66%

-10,81%

13,31%

E. Romagna

6.516.380.000

847.129.400

869.973.861

778.667.786

-8,08%

-10,50%

13,35%

Marche

2.361.920.000

307.049.600

314.826.996

298.668.510

-2,73%

-5,13%

13,33%

Toscana

5.735.800.000

745.654.000

761.541.074

664.542.258

-10,88%

-12,74%

13,28%

Lazio

7.960.660.000

1.034.885.800

1.020.537.722

1.397.320.695

35,02%

36,92%

12,82%

Umbria

1.361.810.000

177.035.300

181.704.255

165.787.163

-6,35%

-8,76%

13,34%

Abruzzo

1.997.890.000

259.725.700

261.961.290

272.987.824

5,11%

4,21%

13,11%

507.580.000

65.985.400

65.532.806

63.975.167

-3,05%

-2,38%

12,91%

Campania

8.163.450.000

1.061.248.500

1.016.751.077

1.212.421.875

14,24%

19,24%

12,45%

Puglia

5.898.930.000

766.860.900

750.432.423

891.701.610

16,28%

18,83%

12,72%

905.790.000

117.752.700

115.705.709

113.650.298

-3,48%

-1,78%

12,77%

Calabria

2.991.460.000

388.889.800

377.461.967

469.616.650

20,76%

24,41%

12,62%

Sicilia

7.399.710.000

961.962.300

936.797.591

1.239.075.724

28,81%

32,27%

12,66%

Sardegna

2.416.560.000

314.152.800

311.157.731

364.574.716

16,05%

17,17%

12,88%

Italia

88.145.020.000 11.458.852.600 11.458.852.600 11.847.604.283

3,39%

3,39%

13,00%

Molise

Basilicata

Source: our study based on AIFA and Federfarma data.

1.4.2 National policies
Two national provisions were adopted by the AIFA9 during the year 2005. The first one
continued the intervention that commenced in 2004, directed at absorbing pharmaceutical expenditure above the 13% roof through the application of a 6,8% discount on pharmaceutical company turnover10, to all drugs reimbursed by SSN, even if purchased
directly by citizens11.
9

Among its responsibilities, the Italian Agency of Drugs (AIFA) guarantees a 13% roof of pharmaceutical expenditure through
pay-off measures, revision of the Pharmaceutical National Formulary and price negotiations.

10

Pharmaceutical companies reimburse 40% of the amount spent in excess of the 13% roof of pharmaceutical expenditure.

11

Through a reduction of 4,12% on the market price.
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The second provision regards the updating of the PFN (National Pharmaceutical
Handbook) as of 1 of January 2005, through a price cut of the active principles which had
recorded an excessive consumption expansion12 (expenditure increase above the total
pharmaceutical average of 8,6%) and with the admission of new specialties and generic
drugs refunded by the Italian NHS.
The pharmaceutical expenditure of 2005 has been moreover influenced by two provisions
accomplished by the AIFA at the end of 2004: the Notes Review and the PHT adoption
(Handbook of Direct Distribution).
And finally the agreement of 9 December 2005 between the Ministry of Health and
Federfarma (Pharmaceutical Associations)13 must be recalled, whose effects on the
expenditure will be observed in 2006. This provision provides for: freezing the price of
drugs belonging to class C for two years (thereby the producer must fix its prices as of
January every other year); a price reduction of up to 20% applied by pharmacies on OTC
drugs and on drugs without obligatory prescription14.
1.4.3 Regional measures
The roof for pharmaceutical expenditures enforced since 2002 has transferred to a regional level the possibility of effecting various interventions in order to contain pharmaceutical expenditures under the 13% roof.
Regarding the measures realized by the Regions in 2005, we can underline that:
• the ticket has been confirmed in the Regions that already applied it in 2004, while the
co-payment has been cancelled in Calabria (1 September 2005) and in Piemonte only for
generic drugs (1 July 2005)15; further modifications have regarded: changing in the
exemptions policy in Liguria and Sicilia (January 2005), in Veneto (April 2005) and in
Puglia (October 2005) where we also observed a ticket reduction of pluri-prescrible drugs
(January 2005), so the new ticket for these drugs is equal to € 0,50;
• the Basilicata Region has commenced the limitation of one package per prescription;
• many Regions16 have maintained or implemented the procedure of direct distribution “by
name or by account of” through agreements undersigned by pharmacists and wholesalers17;
12

Expenditure increase above the total pharmaceutical average increase of 8,6%.

13

Realized to put into effect the Law n. 149/2005.

14

See ASI (2005), Il Ministero della Salute e Federfarma raggiungono l’accordo. Farmaci di fascia C, sconti in farmacia e
niente vendita nei supermercati, “ASI”, n. 50, 15 December, pg. 31-32.

15

In Lazio since 1 January 2006.

16

In particular: Abruzzo, Basilicata, Friuli Venezia Giulia, Liguria, Marche, Molise, PA of Bolzano, PA of Trento, Piemonte,
Sicilia, Toscana, Umbria, Emilia Romagna, Lombardia and Veneto have instead chosen to adopt this initiative only in some
Public Health Structures.

17

Taking advantage of the opportunity offered by Law No. 405/2001 to contain pharmaceutical expenditure (through the discount granted on the price of the drugs purchased by State organisms), through direct distribution procedures: for the first
therapeutic cycle for patients dismissed from the hospital or from specialist examinations, for the direct distribution of drugs
requiring a recurrent control (drugs indicated in the Handbook of Direct Distribution – PHT), also through agreements
with pharmaceutical associations (distribution “by name and by account”).
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Figure 4 – Ticket application in the Regions

No ticket
€ 1 each for drugs with price > € 5
€ 1 each max € 3 per prescription
for drugs with price > € 5
from € 0,50 each to € 2 each
€ 2 each, max € 4 per prescription
€ 2 each, max € 5,5 per prescription

Source: our study based on regional BUR

• Sardegna (November 2005) and Veneto (August 2005) have been disciplined according
to medical-scientific information realized by pharmaceutical company representatives;
• Toscana has demonstrated the largest use of generic drugs, in fact it records the
highest pharmaceutical expenditure for generic drugs than any other Region.
1.4.4 Pharmaceutical expenditure trends
Despite a lot of Regions have succeeded in maintaining pharmaceutical expenditure
under the 13% roof, thanks to a plurality of interventions, the evolution of the sector to
an aggregated level is out of and requires repeated interventions by the AIFA.
The government of the system implicates therefore the understanding of pharmaceutical
expenditure trends.
For this reason the econometric model is implemented on a regional panel of economic
variables, demographic variables and efficiency indicators.
The economic variables taken into consideration for the model are the GDP and the ticket share. The GDP represents a proxy of the regional income, that is expected to have
positive correlation with pharmaceutical expenditures. Moreover, the incidence of the ticket furnishes indications on the real responsibility of the citizens, i.e. their capacity to
contain consumptions deriving from the price.
The percentage of population over 65 should register the consequential different absorp-
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tion of resources according to age, and in projection the impact of aging. According to
ISTAT (Central Statistics Office) surveys, the next twenty years will demonstrate a significant increase of people over 65 years of age, most of which whom will be over eighty
years of age (44%).
To understand the effects of price reduction policies, average prices of each prescription
have been taken into consideration; whereas to evaluate the effect of inefficient prescriptions, the number of prescriptions per physician have been observed.
1.4.5 Databank and the estimate model
The estimate of the model on panel data is based on regional data, Federfarma sources
(public pharmaceutical expenditure) and ISTAT (private pharmaceutical expenditure) for
the years going from 1997 to 2003.
From an econometric point-of-view, both a model with fixed effects and one with random
effects have been estimated.
Indicated as:
SFT =
total pharmaceutical expenditure per capita
GDP =
Gross Domestic Product per capita
POP_65+ = % population over 65
CMP =
cost average prescription
PFP =
prescription per physician
TK/GE =
incidence of the ticket on gross expenditure
The estimated econometric model is therefore:
SFT = F (GDP; POP_65+; CMP; PFP; TK/GE).
The analysis has been carried out initially on a national level and subsequently by geographical division, considering the north and the centre-south separately.
The selected model on a national level, according to Hausman’s test, is the one with fixed
effects.
The model explains 50,97% of the variability of the total pharmaceutical expenditure pro
capita. Particularly the temporal effect is excellently explained as demonstrated by R2
within equal to 87,75%; but the variability among Regions is also explained in a quite satisfactory manner (R2 between = 57,09%).
All the variables, except for the ticket, are meaningful (the GDP is to the limit) and with
the expected signs.
For the north, the Hausman’s test has indicated the random effect model as the preferable one.
Returning to the ticket, we observe that its presumed ineffectiveness in containing the
consumption can stem from ignoring the exemptions; in any case statistical non-significance does not exclude transfer of burdens from the public sector to families.
The random effects model explains 74,83% of the variables studied, both the temporal
and the territorial effects are very well explained by the model: the R2 within is in fact
equal to 87,29% while the R2 between is equal to 63,17%.
Total pharmaceutical expenditures are still explained by the GDP, by the percentage of
elderly over 65 years of age and by the average cost of prescriptions.
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Table 2 – Coefficients of regression on panel data
Italy 1997-2003
Variables
GDP per capita
% population over 65
Cost average prescription
Prescription per physician
Ticket
Constant

Coefficient

P>|t|

0,004
18,157
3,531
0,011
0,885
-293,758

0,068
0,013
0,001
0,008
0,165
0,002

Table 3 – Regression coefficients on panel data
for the north 1997-2003
Variable
GDP per capita
% population over 65
Cost average prescription
Prescription per physician
Ticket0,849
Constant

Coefficient

P>|t|

0,008
13,638
4,125
0,005
0,257
-295,758

0,009
0,000
0,004
0,428
0,000

The model to use for the centre-south is also random effects one, that explains 82,59%
of the overall variability; also in this case both the temporal effect and the territorial ones
are very well explained by the model: the R2 within amounts to 88,15%, while the R2 between is equal to 66,2%.
The variables which have proven to be significant for the centre-south are: the GDP, the
average cost of the prescriptions, but also the number of prescriptions by physician and
the ticket, the latter surprisingly having a positive sign.
As was expected, total pharmaceutical expenditures seem to be influenced by economic
and demographic factors, but also by factors referable to ineffectiveness.
Regions of the north and Regions of the centre-south substantially represent a homogeneous whole, as demonstrated by the choice of the random effect model and by the between variability explained; moreover, a meaningful non-homogeneity is underlined
among the divisions.
The old age effect does not seem to be relevant in the centre-south, whereas the number of prescriptions per physician is so meaningful that a prescriptive proxy of inefficiency
can be considered.
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Table 4 – Regression coefficients on panel data
for the centre-south 1997-2003
Variable
GDP per capita
% population over 65
Cost average prescription
Prescription per physician
Ticket1,728
Constant

Coefficient

P>|t|

0,004
2,576
3,959
0,021
0,054
-92,793

0,004
0,167
0,001
0,000
0,032

On the contrary, price sensitivity seems to be common and therefore so is the effectiveness of the implemented cuts, although the variable used does not allow to discriminate
between level of prices and case mix effects.
1.4.6 Trends of total pharmaceutical expenditures
The model allows us to infer the trend evolution of total pharmaceutical expenditures:
chosen on the handbook and on the profit-sharings which will determine the impact on
public pharmaceutical expenditures.
Forecasts for the year 2007 have been limited in order to be prudent, also considering
that the available data of parameters is limited to 2003.
Regarding the GDP variable, it has been considered a conservative hypothesis with a 1%
GDP increase and the hypothesis outlined by the government with a 1,5% GDP increase. Regarding exogenous variables, the percentage of population over 65 years of age
has been deduced by the ISTAT population forecasts for the year 2007.
Regarding the average cost per prescription, two alternative theories have been calculated: a 2% growth and a 4% growth.
The simulation exercise provides for total pharmaceutical expenditures that vary between
€22.748 million and €22.869 million. For the year 2007 the pharmaceutical expenditure
should, therefore, absorb a quota of GDP equal to 1,5%; on the forecast total pharmaceutical expenditure (public + private) the incidence should be included between 18,59%
and 18,83%.
On the basis of the 2007 anticipated financing for the National Health Service, determined in €96.000 million by the government, the roof of pharmaceutical expenditures
should amount to €12.480 million. Therefore, according to our forecasts for pharmaceutical expenditures in 2007, the deprived expenditure should be included between
€10.268 million and €10.388 million in order to stand below the roof, which seems to
represent approx. 45% of the total, in line with the current levels. In conclusion it seems
that, in absence of further manoeuvres, total pharmaceutical expenditures are destined
to naturally grow due to the older population bracket, income, etc. During the short
period, the expected increase will be between 2,51% and 2,8% in comparison to the
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Table 5 – Forecast total pharmaceutical
expenditures for 2007
Varying of forecasts
expenditure
GDP + 1%,
Pop 65+ second forecast,
Prescription + 2% constant,
Constant MMG
GDP + 1,5%,
Pop 65+ second forecast,
Prescription + 2% constant,
Constant MMG
GDP + 1%,
Pop 65+ second forecast,
Prescription + 4% constant,
Constant MMG
GDP + 1,5%,
Pop 65+ second forecast,
Prescription + 4% constant,
Constant MMG

Expenditure
2007 per
capita

Total
expenditure
2007 (mil. €)

389,47

22.748

390,00

22.780

390,99

22.837

391,52

22.869

anticipated value in 2006.
It should be stressed that while consequential growth prevails in the north because of
older age brackets, prescription inefficiency proves to have an important role in the centre-south.
1.4.7 Conclusions
While we witness the interventions of public policies mainly focusing on price regulations, the
estimated model stresses the urgency to intervene on prescription inefficiency especially in the
centre-south Regions.
As it was expected, the improvement of economic conditions and older age brackets have a
subsequent influence on pharmaceutical expenditure, which naturally tends to rise. This
strengthens the demand to reconsider the 13% roof again since it is independent from the
demographic structure.
In terms of quantity, a 1% GDP increase implicates a 0,26% pharmaceutical expenditure
increase (equal to €0,97 per capita) in Italy, with greater elasticity in the north (0,60%, equal to
€2,26 per capita) rather than centre-south Regions (0,21%, equal to €0.60 per capita).
The effect of the population aging is meaningful in the north and, surprisingly, not as much in
the centre-south. In particular, a 1% increase of the population over 65 years of age would
increase the total per capita pharmaceutical expense by €18,16 in Italy, equal to 4,92% and
by €13,64 equal to 3,71% in the north.
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The variation of the average prices have an elasticity of about 0,2.
In addition, if the number of prescriptions per physician in the centre-south were equal to those
in the north, the decrease of total pharmaceutical expenditures would be equal to 5,32%: only
going to prove the urgency for such interventions in this direction.
Finally, the differences found on regional levels suggest that pharmaceutical policies should be
adapted to the local contexts, abandoning expectations of a central government with equal
benchmarking for all.
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1.5 - The rationalization of hospital
health care
Rocchetti I.1, Spandonaro F.1

1.5.1 Introduction
Hospital care has been at the centre of health politics for over a decade, in part because of ever more widespread concern over its very great absorption of resources, but also
because of the often stated intention of displacing the focus towards primary care.
The consequent displacement of resources at the level of Essential Levels of Care from
hospital to “territory” has become a reality, although there are still differences from
Region to Region.
Most of the policies on rationalization of the hospital network have concentrated on
reduction of bed places (especially for acute cases), on the closure of the smallest hospitals, and on incentives for day hospital treatment. The difficulties encountered in this
approach are well known, especially those arising from hospital closure, which in fact is
proceeding ever more slowly in many Regions.
On close examination, the strategies cited have intrinsic limits in terms of economic rationalization, because staff, which constitute by far the largest component of costs, are not
reduced proportionately to the number of bed places.
This paper aims to analyse some fundamental dimensions of hospital care in order to
assess the state of the current rationalization process. The emphasis will be on regional
variation in care behaviour, especially in recourse to hospitals to care for old age and the
resulting consumption of resources. Evaluation of Regional health policies is not excluded from the discussion.
1.5.2 Data base and methodology
In the calculations that follows, use has been made of the Ministry of Health’s data base
of hospital discharges for the year 2003 (SDO Schede di Dimissione Ospedaliera) with the
place of legal residence of the patient.
For assigning a cost to the hospitalization, so as to estimate resources absorbed according to patient age class, the specific Regional DRG (Diagnosis Related Group) tariffs
have been used.
Specific hospitalization rates have been calculated for age and place of residence of the
patients and resource absorption for age class and Region.
The mean tariff current in the individual Regions has been calculated and also standardised for case mix, in this last case using the national data.
Finally, we have calculated the joint effect of greater/lesser recourse to hospitals and of
tariff policies, calculating the average cost per age class referred to the resident population.
1

CEIS Sanità, Faculty of Economics, University of Rome “Tor Vergata”.
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1.5.3 Structure of hospital “costs” by age
We start our analysis of hospital “costs”2 by age for acute cases in ordinary hospitalization and in day hospital.
For acute cases hospitalised in the ordinary regime, the percentage of “costs” at various
ages follows a qualitatively homogeneous trend in the various Regions: following the
peak at birth (with pathologies), they rise little to the 15-24 age class and then increase
exponentially for subsequent age classes.
Quantitative analysis shows significant differences between Regions. At age zero, as in
the intermediate age classes, the weight of hospital “costs” in greater in the Southern
Regions and specifically in Campania (3,5%) in Puglia (3,3%) and in Sicilia (3,1%). The
fact can be explained, but only partially, by Regional demographic structure and the
higher birth rate in the South (Figure 1): it should be remembered that the costs of childbirth for babies born healthy are excluded.
As age increases the relationship is obviously inverted and variation between Regions
also increases. The 75+ age group is that in which the proportion of “costs” varies most
from Region to Region. The highest values are recorded for Friuli Venezia Giulia (34,6%),
Toscana (34,3%) and Marche (34,1%), while Campania has the lowest (20,1%) (Figure 2)

Figure 1 - Share of hospital “costs”
Ordinary hospitalization in acute cases - age zero – Year 2003
4,0%

Hospitalization “costs”
(acute cases RO, age=0)

3,5%
3,0%
2,5%
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1,5%
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F.V.G.

Trento

Bolzano

Lombardia

Piemonte

Veneto

Val d’Aosta

Sardegna

Lazio

Calabria

0,0%

Abruzzo

0,5%

Regions

2

As pointed out in the preceding paragraph “costs” should properly be understood as the amount of financing theoretically provided under the current Regional DRG tariffs. They therefore do not constitute expenditure in the strict sense but are an
indicator of resource absorption by age class, in the text, the term “costs” appears in brackets.
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Figure 2 - Share of hospital “costs”
Hospitalization of acute cases – age 75 + – Year 2003
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For day hospital cases, “costs” are concentrated on the 45-64 age class, decreasing thereafter. In general, variation between Regions is greatest for ordinary hospitalization
(Figure 3).
The 45-64 age group is that with the greatest variation between Regions, its share in the
Val d’Aosta is 36,0%, in Campania and Molise 33,7%, but only 27,3 % in the Marche
(Figure 3).

Figure 3 - Share of hospital “costs”
Day hospitalization in acute cases – age 45-64 – Year 2003
40,0%

30,0%
25,0%
20,0%
15,0%
10,0%
5,0%
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Hospital “costs” for ordinary hospitalization are therefore concentrated on the first and
last age classes; that for day hospitalization in the 45-64 age class. The considerable
variation between Regions will be broken down into its demographic, case-mix and tariff
components in the sections that follow.
1.5.4 Hospitalization rates
For acute cases, the overall, hospitalization rate in Italy is 145,9 per thousand, below the
figure of 160 per thousand indicated in art. 1 of Law 662/1996.
If we then look at the rates for specific age classes we find 548,15 per thousand (excluding children born healthy) in the first year of life, falling to 58,38 per thousand in the 5-14 age class
and then rising to 370,26 for the 75+ class (Figure 4).
In this case, too, the qualitative trend is homogeneous in all the Regions, but with significant quantitative differences.
Specifically, one finds geographical irregularities in the distribution of hospitalizations and

Figure 4 - Hospitalization rates – Acute cases in ordinary hospitalization
(figures per thousand population) – age zero and 75+
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great variation, particularly in the first year of life; the Regions with the highest rates are
Liguria (704,04 per thousand) and Puglia (669,24 per thousand), followed by Sardegna
and Abruzzo. At the opposite extreme we find Val d’Aosta and Friuli Venezia Giulia with
hospitalization rates of 254,13 and 370,34 per thousand.
As already indicated and as one would expect, hospitalization rates are lower and less
variable in the intermediate age classes.
For the elderly, Bolzano province and central Regions like Abruzzo and Molise have the
highest rates (respectively 555,04, 485,14 and 453,92 per thousand), followed by some
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southern Regions including Puglia and Calabria; in contrast, the Northern Regions (in
particular Piemonte and Val d’Aosta) show rates that are close to half those, respectively
267,00 and 309,54 per thousand (Figure 4).
Considering that the data used refer to the legal residence of those hospitalized, it is difficult to imagine that the differences encountered could be due to epidemiological factors. Hospitalization of the elderly in particular seems explicable largely by organisational reasons, linked to the presence or absence of specific residential alternatives.
On hospitalization for rehabilitation, one notes still greater variation; starting from the 25-44
age class, one finds a hospitalization rate ranging from 4,57 per thousand inhabitants in
Abruzzo to 0,10 per thousand in Basilicata.
Hospitalization rates obviously reach their maximum (in both rate and variation) in the 65-74
and 75+ age groups. There is some geographical consistency, in the sense that the greatest proportions of the elderly hospitalized for rehabilitation are encountered in the
Regions of the Centre North, notably in the province of Trento (41,71 per thousand), followed by Lombardia and Abruzzo, whereas southern Regions tend to have lower rates
with Basilicata and Sicilia at 4,15 and 5,64 per thousand respectively (Figure 5).

Figure 5 - Hospitalization rates –Rehabilitation ordinary regime
(figures per thousand population) – age 65-74 and 75+
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For long term hospitalization, the Italian average is 1,52 hospitalizations per thousand of
the population. Here too there is great inter-Regional variation.
Trento province also has the highest long term hospitalization rate (53,85 per thousand
inhabitants over 75), followed immediately by Emilia Romagna (44,04 per thousand);
Calabria and Sicilia are the Regions with the lowest rates at 2,01 and 3,66 per thousand
population respectively.
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Support is thus given to the hypothesis that the explanation of the variation in rates of
hospitalization is to be sought in the structure of the supply rather than in the needs of
the population.
Passing to day hospitals, the rate of day-hospitalization in Italy overall is 61,74 per thousand population, starting at 71,40 per thousand at birth and ending at 98,53 per thousand at age 75 and over.
For the first year of life one finds a markedly irregular geographical distribution (as for the
ordinary regime) with a great variation in the hospitalisation rate from one Region to another. The highest rates are in Liguria (188,02 per thousand) and Sicilia (140,62), followed
by Lazio (102,17). These Regions also have the highest rates for other age classes.
Puglia and Val d’Aosta are the Regions with the lowest proportion of day-hospitalization
(in the first year of life 9,36 and 13,05 per thousand population respectively). Puglia also
has the lowest rates of day hospitalization for other age bands.
Day-hospitalization rates rise with the 65-74 age class, then decreasing or remaining
constant at age 75+ (Figure 6).

Figure 6 - Hospitalization rates – Acute cases in day hospital
(figures per thousand population) – age zero and 75+
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The very great variation encountered again confirms that availability of services is the
determining factor and that in the case of hospitalization in the day-hospital regime this
requires planning for restructuring of the care network.
In conclusion, analysis of hospitalization rates reveals a still incomplete and widely variable rationalization of supply, which determines differences in access to hospital services,
raising questions regarding both efficiency and equity.
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1.5.5 Absorption of resources standardized by age: the case mix
To free the analysis of effects deriving from hospitalization rates, the distribution of mean
“costs” by age group in the individual Regions has been calculated, standardising against
the mean “costs” for the 25-44 age class; this class was chosen as being generally close
to the total Regional mean.
For acute cases hospitalized in the ordinary regime, hospitalizations at age 0 cost on average 100,1% of those of the reference class, whereas for age 75+ “costs” amount to
152,5%.
As might have been expected, therefore, the elderly generally have “more complex”
cases.
However, in looking at the aggregate data, one must note that the relative “cost” at birth
ranges from 185,3% in Emilia Romagna to 86,5% in Molise.
In the last age class (over 75) Trento province has an average relative “cost” of 173,5%,
followed by Val D’Aosta (172,0%) and Toscana (169,7%); at the other extreme Sardegna
has a relative “cost” of only 136,8%, followed by Molise (138,8%) and Calabria (146,2%)
(Figure 7).
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Figure 7 - Average “cost” per person hospitalized (ordinary regime)
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For day hospitalization, relative costs range from 57,3% at age zero to 123,1% for the
over 75 class.
At age 0 the range runs from a relative “cost” of about 85,0%in Molise to 31,8% in
Piemonte.
In the 75+ class, Toscana is at 137,9%, whereas Emilia Romagna and Lombardia stand
at 90,8% and 91,4% respectively (Figure 8).
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The deduction one can make from these statistics are that in some Regions (such as
Umbria and some southern Regions including Calabria and Sardegna) there is a “flatter”
structure, which may indicate lower intensity of hospitalization, potentially inappropriate
for the age classes most at risk (infants and the elderly).
Still looking at the case mixes examined, one notes that the Northern Regions systematically record a higher average “cost” per hospitalization than do those of the South.
For the ordinary regime, Friuli Venezia Giulia (149,9%) and Umbria (138,1%) are above
average, whereas Sardegna (80,2%), Basilicata (80,4%) and Puglia (81,3%) are below the
national average (Figure 9).
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For day hospitalizations the average “cost” Friuli Venezia Giulia (225,7%) is twice the
national average, then come Toscana (161,7%) and Piemonte (159,7%); at the other end
of the range, Campania (73,8%) and Sardegna (76,5%) are well below the national average (Figure 10).
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These figures confirm that northerners go to hospital for more complex cases than do
southerners, even if the data are complicated by the different tariff levels applied in different Regions, which will be analyzed in the next section.
1.5.6 Tariff levels
The mean overall tariff level (acute cases, rehabilitation, long term) has been calculated
for each Region, weighting it for the national case mix.
Friuli Venezia Giulia, Umbria and Trento province provide the highest tariffs, respectively €
3.999,50, € 4.063,81 and € 3.828,52. Basilicata is the Region with the lowest average tariff
(€ 2.594,95), followed by Veneto (€ 2.668,07), and Sardegna (€ 2.776,86) (Figure 11).
For day hospitalizations, Umbria and Friuli Venezia Giulia have the highest tariffs, respectively € 1.067,82 and € 1.019,61, while Puglia and Abruzzo have the lowest at € 533,36
e € 537,41 respectively (Figure 12).

[92]

CEIS Health Report 2006

Figure 11 - Average tariffs – Ordinary regime
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Figure 12 - Average tariffs - Day hospital
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1.5.7 Weights for age (average “cost” per inhabitant)
When the average cost per inhabitant (ordinary hospitalization for acute cases) is set at
1 for the 25-44 age class, infants (excluding those born healthy) have a weight (in terms
of absorption of resources) of 5,2, while the weight of over seventy fives is 5,4.
Qualitatively, the curve is a classical “U” shape.
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There is confirmation, however, that as a result of the effect of strong regional differences
in both recourse to hospitalization, in the case mix treated and in tariff levels, the weightings differ quite markedly from Region to Region.
In the initial age class, for example, the weight determined for Emilia Romagna is 8,4,
against 3,7 in Val d’Aosta and 4,2 in Molise.
For the over 75, Trento province has a weight of 7,8 whereas Campania and Sicilia are at
4,8 and 5,1 respectively. (Figure 13).

Figure 13 - Average “costs” per inhabitant - ordinary regime
– acute cases - age zero and 75+

8,0
7,0
6,0
5,0
4,0
3,0
2,0

Regions

0

Italia

Sicilia

Basilicata

Puglia

Molise

Campania

Marche

Umbria

Toscana

Emilia

F.V.G.

Liguria

Trento

Bolzano

Lombardia

Veneto

Piemonte

Val d’Aosta

Lazio

Sardegna

0,0

Calabria

1,0
Abruzzo

Average “costs” per inhabitant (RO)

9,0

75+

The curve for day hospitalization is similar, but with a downward bend for the oldest age.
For the first class the weight is 0,8, rising to 2,6 at the oldest age.
At age zero, one has a weight of 1,9 in Molise and of 0,2 for Val d’Aosta.
For the over 75 Val d’Aosta has a weight of 4,4, followed by Marche at 3,7; on the other
hand the figures for Sardegna and Sicilia halt at 1,8 and 1,9 (Figure 14).
To summarize, one finds great differences in the “models” of Regional hospital care,
which make a division of resources based on national average weights (in the senses of
Law 662/1996) at least questionable. The real reasons for the differences set out above
should at least be investigated in order to distinguish epidemiological and demographic
factors from those deriving from inappropriateness and defects or distortions of the
supply network.
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Figure 14 – Average “cost” per inhabitant – day regime
– acute cases – age zero and 75+
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1.5.8 Conclusions
Although the policies aimed at shifting the financial and care burden from hospital to “territory” have proved at least partially effective, it has been shown that that marked
Regional differences remain, differences not easily attributable to parameters indicative
of the needs of the population, whether demographic or epidemiological.
By exclusion, one must admit that there must be substantial pockets of inappropriateness and a demand largely conditioned by the supply.
Bed reduction alone is thus incapable of governing a process of rationalization of hospital health care from either economic or clinical points of view.
For the economic aspect, it seems much more logical to concentrate on the dimensions
of staffing and of recourse to the hospital. For the clinical aspect, it is likewise necessary
to go more deeply into the reasons for the other differences between Regions that have
been encountered.
• Hospitalization rates that vary by about 300% (even more for the day hospital regime,
rehabilitation and long stay)
• Variable tariff rates with average maximum differences of 60%;
• Differences in average case-mix, by up to 1,5 times;
• Different curves of absorption of resources by age, with a Regional variation factor of 2,5.
In conclusion, one must separate the differences that are desirable (because they reflect
the differences in the specific needs of the populations of different Regions), from those
that are undesirable because they result from self referencing of the supply.
Undifferentiated national policies (as in the case of the maximum targets for bed places
per inhabitant) seem unable to provide an incentive for effective rationalisation, and may
even be a cause of further risks of inappropriateness and inefficiency.
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1.6 - The regional primary care agreements:
tools for real demand control?
Barrella A.1, Rebba V.2

1.6.1 The reference context
The rising costs in the health system, linked partly to a growth in the demand for health
deriving from the increasingly felt need to maintain a high quality of life, but also to the
presence of a large proportion of elderly people in the population characterized by the
presence of chronic and degenerative pathologies, has drawn the attention of both national and regional health programming to the problem of controlling expenditure in a financial context of poor resources, intervening on both the supply and demand side.
Demand control in a public health system can be achieved via different types of tools,
both traditional and innovative, which permit management of rising expenditure in a costeffective way vis-à-vis a low level of public resources. The tools adopted so far have been
mainly of a direct nature and aimed at controlling independently-expressed demand (i.e.
without the referral of a health professional) via cost-sharing measures, with rationing
mechanisms (waiting lists and times) or health education of the population, but increasing attention is being paid to indirect tools, used to regulate the demand induced by the
health professionals by means of appropriate forms of supply organization via which the
demand can be directed and selected, such as the definition and implementation of guidelines and diagnostic-therapeutic paths, the strengthening of primary care and definition of priority criteria to manage waiting lists (Muraro e Rebba, 2004).
1.6.2 The tools for strengthening primary care
Focusing attention on the strengthening of primary care (which also includes the implementation of guidelines and diagnostic-therapeutic paths), with a view to future overall
sustainability of the system, the general practitioner undoubtedly plays an important part
and is increasingly required to act as a driving force for the change taking place in the primary care services, in his/her role of intercepting the demand for health and controlling
the care paths via appropriate patient management and direct participation in formulation
of the services delivered3. The key role assigned to the GP means that an analysis of the
primary care agreements reached at both national and regional level is essential in order
to assess the tools available for contributing to real control of demand, understood in the
broadest sense of identification and appropriate satisfaction of needs, given the structure of the supply.

1

Pfizer Italia S.r.l.

2

Department of Economics, University of Padua.

3

In addition to being involved in the health education of the population (direct demand control tool).
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In this context, over the last decade three types of tools have been established for primary care:
• of an organizational type, such as cooperative frameworks between GPs;
• economic-financial type, such as budgets and incentives;
• tools for professional promotion.
The following analysis will concentrate on the first two types of tools.
1.6.3 The organizational tools provided for by the regional agreements
To date, only a few Regions have stipulated primary care agreements, despite the deadlines imposed by the National Collective Agreement (NCA) of 23rd March 20054: Friuli
Venezia Giulia, Veneto, Toscana, Lazio, Liguria, Piemonte, Valle d’Aosta and Emilia
Romagna stipulated agreements between the end of 2005 and the first half of 2006, while
Abruzzo and Sardegnia reached a preliminary understanding.
Analysis of the recent regional primary care agreements, but also of those prior to the last
understanding, highlights that, of the tools available to GPs to guarantee demand control, both those of an organizational and economic-financial nature play a fundamental
role, often being closely connected with each other.
The previous agreements had already identified cooperation as the most appropriate
form of reorganization of the primary care service: by strengthening the role of the GP and
making him/her an integral part of the structure and responsible for the process of identification, direction and rationalisation of demand, the intention was both to improve the
quality of care offered to patients via greater flexibility in practice opening times and greater availability of medical equipment, and to make systems for programming and control
of medical activity by the health authorities easier to manage, with doctors assuming
financial responsibility for the decisions taken5.
While the previous agreements identified – among the possible forms of cooperation –
GPs in association, general practice networks and GPs’ groups, the new agreements
focus attention on the strengthening of primary care guided by the most advanced forms
(for example the Primary Care Teams – Nuclei di Cure Primarie – NCP) in Emilia Romagna,

4

Six months for stipulation of the agreements plus a further three months if negotiations are already under way; once these periods
have elapsed, convocation is implemented at national level to conclude a substitute regional agreement which becomes binding
for the parties involved.

5

These forms of aggregation, documented by the Ministry of Health (2004), have never attained a level of integration (between
general and specialist physicians) comparable with the experience of other European countries (in particular, United Kingdom,
Holland and the Northern European countries) and have so far proved to be of little effect with respect to the objectives of
demand control and ongoing care, hence provision has been made at ministerial level for the development of new organizational forms with budget responsibility such as the Community Authorities for Primary Care (Unità Territoriali di Assistenza
Primaria – UTAP) and, more recently, new multifunctional structures such as the “health centres” (Case della salute) referring
to the district and with a minimum catchment area of 20,000 inhabitants (in these structures the district technical-administrative staff, the nursing staff, rehabilitation staff, social services staff, family doctors and out-patient specialists should work together). Re. the most significant European experiences of cooperation between GPs, see Saltman et al. (2006).
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the Primary Care Units (Unità di Cure Primarie – UCP) in Toscana, the Community
Authorities for Primary Care (Unità Territoriali di Assistenza Primaria – UTAP) in Veneto,
which provide for greater professional integration not only among GPs, but also with the
other district and hospital operators, with a view to guarantee a unitary care path, via
upgrading of primary care guaranteeing quality and easily accessible services, appropriate care via correct patient management and the creation of care paths able to meet
user needs (ASSR, 2005).
There are, however, profound differences at regional level: Emilia Romagna and Toscana6,
followed by Veneto and Lazio, are among the Regions that are investing most in innovative organization of primary care, while the other Regions are still relying on strengthening
of GPs’ groups and general practice networks and on the primary care teams (Friuli
Venezia Giulia, Liguria, Piemonte and Valle d’Aosta).
Many of the new primary care organizations also feature a high level of integration between health and social activities, just as they aim to strengthen alternatives to hospital
admission (such as integrated and/or programmed home care, residential and semi-residential care).
The innovative organizational models implemented by the Regions are designed mainly
to carry out activities aimed at clinical governance of the entire care path which, via the
definition and sharing of guidelines and diagnostic-therapeutic paths, guarantee the
patient an appropriate care process, with consequent reduction in pharmaceutical and
specialist services and inappropriate hospital admissions. These tools are well-developed in Emilia Romagna (where the implementation of diagnostic-therapeutic paths is
scheduled for chronic pathologies and for the most common acute pathologies with
highest incidence), in Toscana and in Veneto (where implementation of the tools for
demand control occurs mainly under cooperative frameworks), in Lazio (where the aim is
to promote organizational-managerial models geared to disease management of specific
pathologies) and in Piemonte and Valle d’Aosta (where all physicians are involved in the
formulation of guidelines).
1.6.4 The economic-financial tools provided for by the regional agreements
With regard to the economic-financial tools, two main forms can be identified: the primary
care budget and the forms of incentivation of GPs. The former consists of the possibility
offered to groups of physicians to manage a budget, at district or inter-district level7.
The forms of incentivation provided for in the GP payment systems can be split into two
types: direct and indirect. The direct incentives take the form of bonuses awarded for par6

As early as 2000 Emilia Romagna activated the Primary Care Teams (Nuclei di Cure Primarie – NCP) which are fully operational today and in 2003 Toscana set up the Primary Care Units (Unità di Cure Primarie – UCP) which are currently about
to embark on the operational experimentation phase.

7

The reference for this tool is provided by the experiences of the British GP fundholders (who subsequently evolved into the Primary
Care Groups and, recently, into the Primary Care Trusts) and of the doctors affiliated to or employed by the American HMOs.
In this regard, see Longo and Vendramini (2001), Conrad et al. (2002), Gaynor et al. (2004), Marcon et al. (2004), Cavalieri
(2005), Rosito et al. (2006).
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ticipation in specific projects, when certain objectives are achieved, or correlated with
measurable results of both the clinical and qualitative type; indirect incentives can consist in access to advanced technologies and in participation in training courses, or can
provide for greater participation of physicians in health authority decisions (Levaggi, 2001
and 2002).
In the previous primary care agreements (resulting from the NCA of 2000), the economic
incentives implemented at both regional and health authority level focused mainly on limitation of expenditure (via the definition of programmed expenditure levels for pharmaceutical, specialist and hospital care), with the risk of determining a reduction in the quantity and quality of the services offered or patient selection; rather than tools useful for controlling demand, therefore, they were more like tools for rationing demand.
The conditions established by the last NCA, on the other hand, provide not only for payment on a per head basis, but also a variable component, known as “fund to be allocated”, for care quality, aimed at achieving delivery, organizational and qualitative objectives and standards established at regional level and/or by the health authority8. The main
difference with respect to the conditions established by the previous agreement consists
in the presence of incentives correlated with objectives9.
The regional agreements substantially reflect the care quality incentives provided for by
the national agreement, maintaining them unchanged or modifying only their extent.
Many of the incentives provided for are closely correlated with the organizational tools
outlined above, with the emphasis on strengthening of the cooperative frameworks,
which are therefore considered one of the main tools for demand control (see table 1).
Furthermore, each Region has established further incentives/payments correlated with
specific objectives. Among the main forms that can be observed in the regional agreements (which can be correlated to the greatest extent with health objectives) incentives
for the following can be identified:
• multidimensional assessment of the elderly in Lazio;
• a programme of performance assessment, for flu vaccination of patients over the age
of 65 and for prevention of cancer of the breast and womb via screening in Friuli Venezia
Giulia, also according to the degree of patient coverage achieved;
• cancer prevention via screening and for clinical governance in Piemonte;
• management of cancer patients in Veneto;
• participation in the diabetes project, for education-information-prevention projects concerning addiction, alteration of lifestyle or disorders connected with old age, for commit-

8

The national level provides for the following GP incentives, recognised upon signing of the regional agreement: incentives for
cooperative frameworks (forme associative), for the professional practice assistant and professional nurse, and for the compulsory
IT facilities.

9

In addition the following are scheduled: a services component calculated on the basis of the service type and volume, comprising
additional services and incentives connected with transfer of resources from the hospital to the community deriving from innovative actions and programmes of primary care. The variable component and the services component can constitute up to 30%
of the total current payments.
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Table 1 – The main care quality incentives (€ per year per GP per patient)
Regions

Emilia Romagna
Friuli Venezia Giulia
Lazio
Liguria
Piemonte
Toscana
Valle d’Aosta
Veneto

GPs’
groups

GP
networks

GPs’ in
association

Other
experimental
forms

Practice /
assistant Nurse

7,00+1,00
(2)
12,00
7,00
7,00
7,00

4,70+1,00
(2)
7,00
4,70
4,70
4,70

2,58

0,30-2,30
(3)
5,50 (5)

3,50/4,00

5,00 (4)

12,00
3,50/4,00
3,50/4,00
3,50/4,00

7,00
3,00/10,00
+ 1,00 (8)
7,00

4,70
4,00+1,00
(9)
4,70

2,58
4,00+1,00
(9)
2,58

7,00 (7)
-

3,50/4,00
3,50/4,00
(10)
3,50/4,00

77,47
100,00
77,47
74,00+0,50
(6)
77,47
77,47
(11)
77,47

2,58
2,58
2,58

-

IT equipment
(1)

(1) Monthly lump-sum payment.
(2) € 1,00 extra for doctors already working in networks or groups which gradually adapt to the organization of the Primary Care
Teams (Nuclei di Cure Primarie – NCP).
(3) € 1,00 for willingness to integrate in Primary Care Teams (Nuclei di Cure Primarie – NCP), € 0,30 for willingness to connect up
to the IT network both between doctors in the group and between them and the health authority network, € 1 for each additional hour of access to the practice beyond the 7 hours established for 5 days per week also on the part of existing cooperative frameworks.
(4) Annual per patient for IT connection and basic IT services such as: general database, exemptions, on-line anticipation of medical reports, CUP (booking centre for tests and examinations).
(5) In addition, € 3,08 scheduled for participation in clinical governance projects and € 2,10 to € 2,50 per participant in cancer
screening according to the % of eligible participants.
(6) € 74,00 per month for participation in e-mail procedures at regional health level, € 0,50 per patient for incorporation of medical reports into the computer-managed case sheets.
(7) For cooperative frameworks (medicina in cooperativa).
(8) € 3,00 if in public practices, € 10,00 if in private practices, plus € 1,00 for telephone availability. This payment also comprises
payment of the obligatory practice assistant.
(9) € 1,00 for telephone availability.
(10) Practice assistant payment is recognised also for GP networks (MMG in rete), GPs in association (in associazione) and nonaggregated GPs.
(11) In addition to the economic incentive, they are provided with the software licence and a package of maintenance and updating operations and relevant training.
Source: Additional Regional Primary Care Agreements 2001-2005. Our data processing.

ment to correct application of the paths and procedures for access to services aimed
also at clinical governance in Emilia Romagna;
• the achievement of health objectives within specific activity programmes aimed at clinical control in relation to vaccinations, COPD, cancer prevention, methabolic syndrome,
diabetes mellitus, hypertension, cardiovascular risk and osteoporosis in Toscana.
The presence of a payment also linked to the pursuit of objectives augurs well in terms
of health objectives, taking the form of remuneration for a result, which in the context of
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real demand control aimed no longer only at curbing costs but at appropriate satisfaction
of needs, given the available supply structure, could result in measurement of the outcome produced in terms of health.
Despite the presence of numerous programmes aimed at safeguarding health which
directly involve the GP, the indication of real health outcomes is still poor; the latter should
form the basis for the monitoring system to verify the real effectiveness of the actions
taken, also in relation to the costs sustained for implementing the new organizational
methods and any savings deriving from the avoidance of more serious pathologies. From
this point of view, we still seem to be a long way from forms of payment incentivating
quality, such as the one provided for by the British GP contract in April 2004 (Roland,
2004).
Rather than a correlation between incentives and health outcomes, from analysis of the
agreements a correlation can be found between incentives and predicted output of the
activity performed, quantified for example in the achievement of a certain coverage of the
population subject to screening, or using the number of meetings arranged to define shared guidelines as indicators for verifying the contribution of GPs to the programmes
implemented, while the indicators concerning verification of their real impact on patient
health are still poor.
1.6.5 Conclusions
The analysis performed offers some useful indications for comparing the different regional policies for demand control geared to strengthening of the role of primary care and
can, furthermore, contribute to ascertaining whether and to what extent the new organization of primary care can be an effective and appropriate tool for supporting direction
and selection of people’s needs.
From the assessments, what undoubtedly emerges is a first positive attempt to switch
from objectives designed to ration demand to a real desire to tackle patient problems,
thus creating a new role for primary care as the guarantor of appropriate use of the
Regional Health System resources. In relation to the tools adopted, in the transition from
the regional agreements following the NCA of 2000 to those currently stipulated, there is
less emphasis on expenditure ceilings and/or limits to deliverable equipment and services and greater attention to the planning of diagnostic-therapeutic paths. However, we
are still a long way from achieving the objective of real promotion and assessment of
health outcomes, i.e. of the real effectiveness of the policies adopted.
With regard to the methods of incentivation for GPs who contribute to achievement of the
objectives, extension of the variable service quality component is positive, but organization in three control levels (national, regional and health authority) can be very complex
(and therefore weaken the effectiveness of the incentives), due both to the presence of
numerous objectives to be pursued simultaneously and because the part of the variable
component allocated to pursuing objectives at decentralized level (where it is easier to
measure and control the results) is still relatively low (approximately 30%).
Furthermore, the variable component does not yet represent a real result-based payment
and this is due to:
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• “physiological” causes, hence GP performance is generally not easy to assess, given
the difficulty of identifying and measuring the health outcomes and given the family doctor’s many different tasks;
• deficiencies in the information systems and monitoring of results.
There is, therefore, the risk of distortion effects linked to the fact that the physician
“acting on behalf of two Principals” (the patient and the Health Authority) may pay greater attention to the incentives correlated with performance that can be more easily observed and measured and, on the other hand, neglect the pursuit of objectives which are
more complex to assess (such as measurement of the outcome).
The essential conditions for operation of the incentives in the regional (and also health
authority) agreements to guarantee real control of demand are, therefore, in our opinion:
• the creation of integrated local information systems and computerisation of GPs’ practices;
• the creation of epidemiological observatories which, on the basis of the information collected by the GPs, perform dynamic monitoring of the state of health of the population,
permitting an analysis of needs, but also provide a base for measurement of the health
outcomes and correct implementation of the physician incentivation systems;
• further development of cooperation (associazionismo medico), and also of the most
advanced forms of integration between the various district and hospital operators in
order to offer the patient an appropriate care process.
The possible future scenario therefore points towards a switch from the most advanced
forms of cooperation (UTAP or “health centres” – Case della salute) to the community
care centres with budget responsibility (according to the rationale of the Primary Care
Trusts) which, via correct community sizing, promote real operation of the incentives
designed to promote quality and appropriateness. In this perspective, in our opinion, primary care can play a decisive role in demand control.
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1.7 - Evolution of the National Health Service
and Regional Health Services funding
Giordani C.1, Spandonaro F.2

1.7.1 Introduction
Since its introduction, the National Health Service (SSN) in Italy has undergone important
reform processes that have generated important modifications in the funding of healthcare
services.
Financial support is also a critical element in the evaluation of deficits that have characterized, and still do, the evolution of the Italian SSN. In fact, it is evident that deficit can depend
on expenditure inefficiency, as well as an underestimation of funds and, at the regional level,
even on errors in fund allocation.
The present study wishes to analyze some aspects of the evolution of resources stemming
the central government for healthcare expenditure funding, and the allotment of these funds
between the Regions.
1.7.2 Evolution of the funding system
The most significant stages in the evolution of the SSN funding system are summarized as
follows.
The instruments adopted to sustain the SSN from its introduction are general revenue,
healthcare tax deductions (applied to private and independent workers, government and
independent companies employees), direct USL (Local Health Units) revenue and then that
mainly represented by expenditure sharing of the ASL (Local Health Companies). In fact,
from 1978 (in effect as of 1980) to 1992, the FSN (National Health Fund), which was funded
by the above-mentioned bodies, represented the main source of financial support to the
Regions. Following the regionalization of healthcare contributions as of 1992, the incidence
of FSN (namely the transfers) was reorganized since the Regions were able to count on independent revenue.
The IRAP tax (Regional Tax on Productive Activities) came into effect in 1998 and subsequently healthcare contributions were abolished.
Provisions on the subject of tax federalism (Law no. 133/1999 and Legislative Decree no.
56/2000) later provided for the definite abolition of revenue transfers destined for funding the
current healthcare expenditure in favour of ordinary statute Regions, among other things.
Therefore the FSN was abolished. The reduction of funding was compensated by regional
revenue such as IVA (value-added tax) participation and the tax rate increase of the regional
IRPEF (personal income tax) and regional participation in the petrol accise duties. Regional
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independence acquired on the revenue front was largely reduced by the 2003-2004 financial
laws that stopped additional regional IRPEF taxation until the end of 2004. The modifications
that characterized the SSN funding system have therefore led, in the first place, to the substantial abolition of the targeted revenue; in the second place, to the connection of funds with
the GDP (Gross Domestic Product). It is clearly evident that the IVA tax revenue on excise,
which represents a predominant part of funds, is certainly connected to the trend of the economic cycle.
The said connection, which has substantially never been applied since the Legislative
Decree no. 56/2000 has never been enforced, has been effectively established by order of
Health Minister Livia Turco to connect healthcare resources with a predefined share of the
GDP (6,7%). Obviously, these modifications have caused a change of equity at the financial
funding level (Rafaniello, Spandonaro, 2003, Maruotti, Mennini, Piasini, Spandonaro, 2004;
Doglia, Spandonaro 2005).
1.7.3 National data: the evolution of funding and deficits
Diagram 1 illustrates the funding trend, calculated in percentage of the GDP from 1982 to
20053.

Diagram 1 – Funding in % of the GDP, 1982 to 2005
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Source of data on health expenditure and funding is the Ministry of Health. The funding analyzed by this study is the “current”
one, therefore costs relative to “intramoenia”(private medical treatment within public hospitals) partnerships have been taken
into consideration, but not extraordinary expenditures.
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As can be observed, 1986 reached the lowest level of this figure: funding was equal to
4,55% of the GDP. On the other hand, 2005 registered the highest level since 1982:
6,48% of the GDP. The average for the years going from 1982 to 2005 was 5,28% of the
GDP.
Along with a trend which proved to be sufficiently homogeneous, there was a strong
financial increment between 1990 and 1991. This occurred before the reform mechanisms and, following a dip which began in 1992, there was a new acceleration that started in 1998 and continued to 2002, with the highest peak registered in 2005.
Diagram 2 compares funding with the current public health expenditure4: since the latter
is systematically greater than the first, structural deficits have arisen during all the years
of the SSN existence5.

Diagram 2 – Comparison between expenditure, funding and deficit in %
of the GDP, 1982 to 2005
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It must be noted that the historical series of funding and expenditures are calculated net of extraordinary administration costs.
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There has always been a deficit since the establishment of the SSN, which was equal to
0,3% of the GDP in 1982 and, following a decrease between 1983 and 1984, it rose
during the following years up to its maximum peak in 1990 (approx. 1% of the GDP).
Subsequently the percentage of GDP deficit decreased until 1992, only to rise once again
in the following years after the financial trend caused by the entry of our country into the
European Union. The minimum rate was registered in 1995 (0,1% of the GDP), therefore
there was an upswing until 1997 followed by a rather stable trend.
Considering the average figures registered by the three historical series during the period
of time taken into consideration, it is obvious that average funding has been equal to
5,28% of the GDP, public healthcare expenditure registered 5,69% of the GDP. The average deficit from 1982 to 2005 has been equal to 0,41% of the GDP, with a minimum figure of 0,3% and a maximum of 1% of the GDP, as mentioned beforehand.
In other words, so as to avoid deficits it would be necessary to keep the funding level
established at figures that are not much higher than less than half a point of the GDP.
During the year 2005, funding was fixed at 6,48% of the GDP; in order to bring this figure to 6,7%, as planned by the Health Minister Turco, it must grow by 0,2% in order to drastically reduce the above-mentioned structural gap.
Observing the deficit percentages of the funding from a different standpoint, it is obvious
that 1990 and 1995 remain respectively the years with the highest peak (19,33%) and the
lowest level (2,19%) of the funding. From a deficit equal to 6,43% of funding in 1982 and
that of 3,84% in 2005, the trend proved to be rather irregular (as shown in Diagram 3).

Diagram 3 – Domestic deficit expressed in percentage of funding,
1982 to 2005
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Another interesting aspect is offered by the comparison between the funding and expenditure trends for SSN staff that, as everyone knows, alone represent approx. 33% of total
public health expenditure6.
The following Table analyzes percentage variations (with respect to the previous year) of
absolute deficit values, funding and expenditures for SSN staff registered during the last
decade.

Table 1 – Deficit, funding and expenditures for SSN staff % variations compared
to the previous year
1995
SSN staff

1996

+1,37

+7,99

1997

1998

1999

2000

2001

2002

2003

2004

2005

+10,63

-4,37

+0,39

+9,24

+4,96

+2,71

+1,14

+5,51

+5,54

+5,95 +7,88
-9,21 -18,48

+12,69
-13,46

+8,38
+44,85

+6,77
-31,23

+4,39
-25,76

+5,40
+109,66

+7,79
-29,50

expenditure
Funding
Deficit

+4,98
+6,35
+3,04
-73,13 +106,88 +134,73

Source: our elaboration Ministry of Health data

As can be observed in Table 1, the data show how the deficit has grown in a relevant
manner when funding was not in alignment with SSN staff expenditures. This fact may be
due to the absence of expense estimates for contract renewals.
Table 2 illustrates expenditure trends by five-year periods, in addition to funding and consequently deficits. The latter is calculated on a percentage of the expenditure.
In detail, the highest amount of accumulated deficit (calculated as percentage of expen-

Table 2 – Funding, expenditure and deficit by five-year periods

Funding
(€ mil.)
Expenditure
(€ mil.)
Deficit
(% of expend.)

1982-1985

1986-1990

1991-1995

1996-2000

2001-2005

73.203,12

161.708,34

244.571,65

302.546,03

426.787,14

67.697,17

140.510,88

231.578,90

283.826,98

407.973,79

7,52%

13,11%

5,31%

6,19%

4,41%

Source: our elaboration Ministry of Health data

diture) was registered during the 1986-1990 period, when it was 13,11% of the accumulated public health expenditure in the same period. The minor deficit (4,41% of total
expenditures) was recorded during the last five-year period (2001-2005), therefore a realignment of trends looks very promising.
6

Source: Ministry of Health, 2005.
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In conclusion, although it cannot be demonstrated that resources aimed at SSN funding
were effectively underestimated or not, it can be observed that structural deficits have
been established since the onset of the SSN. The analysis also demonstrates how the
funding trend did not always take into consideration the principal production factors (i.e.
the cost of SSN dependent staff); and finally it must be observed that, on the whole, the
difference between funding and expenditure has substantially maintained a rather stable
and sustainable level over the years.
1.7.3 Regional data: sharing of resources and deficit
One of the principal characteristics of the National Health Service in Italy is the adoption
of a solidarity standard which has led to a level of different per capita funding for each
Region.
Table 3 demonstrates the per capita shares allocated to each Region, expressed in terms
of index numbers.

Table 3 – Per capita funding index numbers
diff.

Regions
Italy

1992
100

1995
100

2000
100

2001
100

2002
100

2003
100

2004
100

2005
100

1992/2005

Piemonte
Valle d'Aosta
Lombardia
Trentino A.A.
Veneto
Friuli V.G.
Liguria
Emilia Romagna
Toscana
Umbria
Marche
Lazio
Abruzzo
Molise
Campania
Puglia
Basilicata
Calabria
Sicilia
Sardegna

97,7
99,5
100,2
98,7
101,7
105,4
111,8
110,8
103,0
103,7
106,9
102,9
95,7
95,8
96,1
95,1
87,6
91,4
95,6
94,9

101,3
107,1
103,0
115,4
104,9
106,5
108,6
109,5
103,0
108,2
102,7
98,2
98,4
95,2
92,2
94,9
91,0
90,8
91,6
95,1

104,5
123,3
101,5
125,5
102,9
106,2
115,4
110,5
105,7
108,8
115,4
100,4
99,6
98,5
88,6
91,2
88,0
88,9
89,8
91,3

105,0
105,1
99,1
102,4
100,0
104,5
114,2
106,9
106,3
105,2
100,8
98,5
100,4
102,6
93,6
94,2
96,9
96,4
95,5
98,3

104,1
122,7
99,3
122,6
99,1
106,1
112,6
105,5
104,9
103,6
100,3
99,9
99,0
100,7
93,6
95,3
97,4
95,6
94,7
95,1

104,0
120,0
98,2
127,3
99,3
104,8
111,8
104,7
104,5
103,1
99,6
102,4
98,2
100,3
93,7
95,7
96,8
96,8
94,8
95,3

105,1
120,0
98,0
127,2
102,4
108,4
112,3
103,1
103,8
102,7
99,3
102,9
96,7
99,9
91,9
95,6
97,7
95,5
94,3
94,0

107,8
121,4
99,3
123,7
100,6
107,2
109,2
106,4
104,9
102,8
101,1
99,6
98,8
103,1
89,9
93,5
97,1
94,9
95,9
94,4

10,1
21,9
-0,9
25,0
-1,1
1,8
-2,6
-4,4
1,9
-0,9
-5,8
-3,3
3,1
7,3
-6,2
-1,6
9,5
3,5
0,3
-0,5

Diff. between
max. and min. values

24,1

24,6

37,5

20,6

29,1

33,6

35,3

33,8

9,7

Source: our elaboration Ministry of Health and ISTAT data
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Some significant differences emerge at the territorial level: northern Regions in fact have
obtained, on an average, higher funding compared to the national average and especially
compared to southern Regions. This phenomenon can be easily explained considering
that the age bracket for northern Regions is an older one compared to the rest of the
country and that this is one of the criteria used for defining allotment ex Law. 662 of 1996.
Reading the table one column at a time, the gap is evident between regional per capita
funding, the national average and its variability. The latter has an irregular trend which has
difficulty in being justified on the basis of need parameters which tend to be on the rise.
On the other hand, when reading the table one line at a time, the regional trend can be
observed. This stresses the great increase for Trentino Alto Adige, as for Valle d’Aosta

Table 4 – Regional profits/deficits in absolute value (€ mil.) and per capita (€)
2001

2002

2004

2005

a.v.
(mil €)

€ per
capita

a.v.
(mil €)

€ per
capita

a.v.
(mil €)

-82,09 -3.215,68

-56,42

-2.387,38

-41,65

-5.005,50

-269,06

-63,77

-84,66

-20,09

-124,46

-29,41

-548,50

-128,45

6,95

1,60

-21,93

-183,88

5,06

42,36

4,45

36,79

3,22

26,37

2,70

21,98

Lombardia

-817,43

-90,78

-750,10

-83,03

-393,93

-43,25

-209,43

-22,65

-261,95

-27,89

Trentino A.A.

-282,25

-301,74

-69,51

-73,90

-20,65

-21,73

10,35

10,76

29,85

30,63

Veneto

-452,09

-100,27

-329,29

-72,69

-294,72

-64,39

-70,28

-15,14

-187,90

-39,98

Friuli V.G.

-35,03

-29,65

6,02

5,08

-1,79

-1,50

-11,38

-9,50

-2,55

-2,12

Liguria

-88,35

-55,95

-44,74

-28,50

-51,08

-32,49

-293,48

-186,05

-212,27

-133,31

Emilia Rom.

-267,46

-67,43

-367,96

-92,35

-354,87

-88,05

-622,39

-152,53

-206,50

-49,74

Toscana

-186,52

-53,37

-164,31

-46,98

-110,54

-31,44

-260,76

-73,12

-146,41

-40,69

Umbria

-25,53

-30,97

-43,05

-52,11

-87,49 -104,88

-60,91

-71,83

-6,67

-7,77

Marche

-89,93

-61,42

-71,06

-48,31

-17,65

-11,89

-105,78

-70,29

25,91

17,06

-1.096,99

-214,41

-750,85

-146,73

-741,28 -144,05

-1.288,82

-247,60 -1.386,41

-263,08

-115,02

-91,19

-147,23

-116,63

-149,28 -117,24

-151,34

-117,69

-160,08

-123,21

-22,17

-68,97

-14,68

-45,82

-42,22 -131,51

-45,56

-141,61

-31,42

-97,58

-556,22

-97,44

-340,15

-59,66

-290,80

-50,79

-867,79

-150,65

-927,84

-160,28

-66,97

-16,63

129,16

32,13

227,87

56,63

156,89

38,82

125,95

30,96

33,98

56,70

57,71

96,58

44,47

74,51

28,82

48,28

49,79

83,46

Total
Regions
Italy
Piemonte
Valle d'Aosta

Lazio
Abruzzo
Molise
Campania
Puglia
Basilicata
Calabria
Sicilia
Sardegna

a.v.
(mil €)
-4.675,68

€ per
capita

2003

€ per
capita

a.v.
(mil €)

-86,47 -3.529,11

€ per
capita
-60,37

-51,98

-25,75

38,62

19,22

200,76

100,01

47,88

23,80

172,13

85,67

-217,42

-43,68

-154,68

-31,15

-97,46

-19,60

-555,02

-110,93

-280,14

-55,88

-47,31

-28,94

-119,96

-73,56

-86,71

-52,95

-161,23

-98,13

-132,24

-80,14

Source: our elaboration Ministry of Health and ISTAT data
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and Piemonte; the decrease for Lazio and other Regions such as Campania, Marche and
Emilia Romagna.
Table 4 compares the differences in absolute and per capita values registered in the
various Italian Regions during the last five-year period (2001-2005).

Diagram 4 – Variability of regional deficits (expressed in % of the funding).
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It is immediately evident how the deficit is concentrated in certain Regions, leading back
to the norms of the recent Health Treaty which contemplate a transitory fund that the
Regions in distress may draw from, for the 2007-2009 triennium. It would be worthwhile
to observe that, broadly speaking, the greatest per capita deficits correspond to the greatest deficits in absolute terms.
As demonstrated by Diagram 4, the year of the period taken into consideration that registered the least variability was 1995, when the Basilicata Region had a deficit equal to 6,9% of
the funding, compared to Lazio with 10,24%. The greatest variability on the territory took
place in 2001: Basilicata registered a profit of 4,63% of the funding, while Trentino had a deficit of 23,25% of the funding, followed by Lazio with a deficit of 17,18%.
In conclusion, the rather dissimilar evolution of funding between the various Italian Regions
is demonstrated. Variability might represent a positive factor, should it be linked to different
local needs; but the irregular trends raise doubts regarding the logic of allocations.
Moreover, since deficits progressively concentrate in just a few Regions, governing the
system through ordinary instruments seems to be a difficult task.
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1.7.5 Conclusions
Below are the principal conclusions made by this study and some policy indications.
1. Targeted revenue has disappeared over the years thanks to the evolution of the funding system, thus eliminating a transparency element regarding the use of funding itself.
2. Although the study cannot affirm that the allotted resources for healthcare were underestimated, it can be observed that SSN funding has always been structurally inferior to
current public healthcare expenditures: an average of 0,41% of the GDP during the 19822005 period. By raising the funds to 6,7%, the structural gap would probably be decreased by half.
3. The rate of funding increase seems irregular and more connected to the cycle of public
finance (therefore to the resources available) rather than to real healthcare needs.
4. The allocation of funds for healthcare seems to be disconnected compared to the principal item of cost, that of SSN dependent staff, thus demonstrating the necessity for a
better administration of contracts and the estimate of consequent burdens.
5. Funding trends seem to be dissimilar on a territorial level, with a level of variability
among Regions that has grown over the years and has not always been referable to specific needs.
6. Deficits accumulated over the years are concentrated in just a few Regions, thus implying greater difficulties to govern the system using ordinary instruments: this leads to
scheduling an Accompanying fund for the financial law year 2007 (€1 billion for the year
2007) aimed at supporting the reorganization of Regions that are presently not in line with
the agreed expenditure levels.
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Introduction
Public deficit in the health sector: some international experiences
Given the positive experience referred to the past CEIS Health Reports, we decided this
year to continue our international collaborations.
We are strongly convinced that it is possible to learn quite a lot from other experiences
analysing the main policy issues and discussions affecting the health care system of
selected countries and how policy makers and other stakeholders are approaching them.
Our idea, in particular this year, is to concentrate most of the contributions on one specific topic, just to have a comparable overview of what is happening around the world in
the health care field. In particular the international contributions are focused in analyzing
if the creation of public deficit in the health sector in these countries (Argentina, Australia,
France, Netherland, Spain and USA) is normal or an unusual event. We’re also interested
in knowing if this deficit is a matter of concern, and how the government deals with it.
As a matter, comparing OECD countries (see chapter 1.1, Francia, Mennini) health expenditure is growing faster than the GDP. The present aspects constrains policy makers to
face that situation which brings, for example in Italy (i.e.: in Italy the NHS quite regularly
produces deficit, for an amount that is around 5% of the revenue), to spend each year
more than should be sustainable. The same situation we can notice in France (see de
Pouvourville) and at worst in USA (see Buchmuller and Feldstein), while in Spain (see
Puig), likewise Italy, they do not observe budget. Looking to Netherland (see Rutten) and
Australia (see Martins) the problem is solved to the bottom introducing private premiums
in Netherlands and using co-payment in Australia.
In Italy we also have the problem of promptly covering this deficit, so that firms supplying
the Italian NHS are being paid after one or two years. Obviously we can presume that this
will provoke an increase in the prices of the commodities they provide to the NHS.
Therefore we think it would be interesting to know how in different Countries the government faces this fact.
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2.1 - Deficit containment or costcontainment? The politics of health care
expenditures in France
de Pouvourville G.1
Like many other comparable developed countries, French governments have been struggling for the past 30 years to contain health expenditures growth rate to a sustainable
level, considering the growth rate of the economy. If the goal of public policies has always
been to achieve a balance between resources and expenditures, GDP growth and health
care expenditures, then they have permanently failed. The share of overall National
Health Expenditures in the GDP was of 8,1% in 1980, 9,3% in 1990, 9,91% in 2000 and
11,14% in 2005. Thus, expenditures have always been growing faster than the national
wealth. Since 1997, the Parliament sets every year an official rate of increase for Sickness
Fund Expenditures. In 1997, expenditures increased 1,5% whereas the objective was
1,7%. Since then, expenditures have been increasing on average 1,7 times as fast as the
objective, with a high of 2,6 times in 1999. As a consequence, the deficits of the General
Sickness Fund, which covers 90% of the population, are quasi-permanent (see Figure 1).

Figure 1 - National Sickness Fund-Annual Balance - Millions of €
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The cumulative debt of Social Security, including other pension and invalidity risks, was
€ 110 billion in 2006. This can be compared to the National Health Expenditure of 2005,
which was € 195 billion. Deficits obviously need to be covered. All French tax payers
must pay an annual contribution of 0,5% of their income to reimburse the social debt, but
most of the coverage of the debt comes from loans on the international financial market.
The annual cost of the debt of Social Security was € 2,6 billions in 2006, but this is only
one part of the story. The public hospital sector has also a running cumulative deficit,
which is also financed through the financial market, but the cost of which is difficult to
estimate, since it is part of the debt of the public service.
Thus, as in other country, deficits are a current feature of the French health care system,
and always on the political agendas. A number of reforms have been launched through
time, sometimes with short term success, but the cumulative deficit is still here. What are
the structural determinants of this perennial imbalance between resources and expenses? We shall let aside the usual broad explanation in terms of a growing demand for
health services, the ageing of the population and innovation. What we need to understand is what more is operating, that undermines cost-containment policies and turns
them to deficit containment policies.
2.1.1 A pejorative economic context
In France, a large share of health care expenditures is covered by the Sécurité Sociale
social insurance scheme with its sickness insurance branch. The coverage is universal,
and funded by premiums based on income. Salaried workers and their employers pay a
monthly premium, which is progressive. Self-employed also pay a premium on their incomes. The system is mixed, and the State also collects a contribution called CSG, the
generalized social contribution, which is based on all incomes. Thus, the resources dedi-

Figure 2 - France - Growth rate of GDP: 1978-2005
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cated to health care are indexed on the state of the economy, and in particular on the
level of salaried employment. On the long term, economic growth in France has been
moderate to low, and unemployment quite high. Thus, resources available to the
Sickness Fund have grown at a much slower rate than expenditures. Successive governments have remedied to this by repeated increases in the level of premiums and of the
CSG, thus increasing the burden on insures. But in the same time, because of unemployment, governments have also implemented selective policies to reduce the burden
of premiums on employers, without compensating fully the Sickness Fund for the loss of
resource. Those reductions in premiums were meant to decrease the cost of labour, in
particular for small business, and have also contributed to an increase in the national
deficit. When such policies are effective in reducing unemployment, and when the growth
rate of the economy increases, there is a delayed positive effect on the resources of the
Sickness Fund, but if expenditures continue to grow at a faster rate, the result is a
decrease in the deficit, not a return to balanced accounts. Because growth rates have
been erratic (see Figure 2), its positive effect on unemployment and on the funding of
health care has not had a strong contributive effect.

2.1.2 A consensus to maintain a high level of coverage and access to care
A second important determinant of social and health care policies in France has been a
consensus around three values, which has been relatively independent of the colour of
governments: the universality of coverage, equality of chances and a high level of access
to health care and in particular to innovations. Although all governments have strived to
contain deficits, this goal was to be attained without jeopardizing the Social Security
system. Two countries were often used as counter – examples in the rethorics of reforms
or to counter cost – containment policies: the USA, because a high percentage of the
population is left without coverage, and the United Kingdom, because of the rationing of
health care. Behind this unanimity, lie also the interests of strong stakeholders. In France,
the Social Security system has been built in 1945 on the principles of social democracy:
social insurance was to be governed by the insures themselves and their representatives,
the Trade Unions, and stay out of the control of government. Social Security organizations have thus been generous providers of employment for workers Trade Unions.
Although the national State has progressively gained a tight control on the Social
Security, nevertheless its autonomy is a political taboo, which induces permanent conflicts on the control of health care expenditures between both bodies. In the same line,
first line medical practice is private, paid fee-for-service, and physician unions resist
strongly any attempt from State and Social Security to control their professional autonomy and incomes, although their revenues are highly socialized. They also resist any
attempt to reduce freedom of access of patients. In the recent years, though, a growing
opposition has risen between general practitioners and office -based private specialists,
in particular on the benefits of gatekeeping but also on their relative levels of remuneration by the National Fee Schedule.
Actually, this consensus over values, even if not innocent and independent from the stra-
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tegies of interest groups, led to a large extension of coverage in the last years. The first
extension was related to the financing of co-payments. Co-payments may be substantial
for primary care: doctors’ visits are reimbursed only 70% in France (it once was 80%),
lab tests 65%, and the coverage of drugs may vary from 100% to 0. Co-payments on
hospital care exist but are lower in percentage of total charges. Insures can then subscribe to complementary insurance schemes, to cover part or all of the co-payment, on
a voluntary basis. A large number of low-income insures could not afford such coverage, and in 1999 the Jospin government passed a law, the Couverture Maladie Universelle
Law (CMU), to offer low-cost, subsidized complementary insurance to all. The number of
beneficiaries of the CMU rose from 880.000 in 2000 to 1,32 million in 2004, and continues to rise. Although there is some debate as to whether this has induced some unjustified increase in health care expenditures, most studies agree that at the least, this
induced beneficiaries to get even with the rest of the insures in terms of utilization.
A second extension of coverage is related to what is called in France the “Affections de
Longue Durée” (ALD): this scheme offers a 100% coverage rate (no co-payment) for
patients who suffer from severe chronic diseases. The list of eligible diseases is limited
to 30 (like cancer, terminal renal failure, severe hypertension, depression), but the admission to the ALD status has been made easier in the past five years, and the number of
ALD patients has risen from 5 million insures in 2000 to almost 7 million in 2005. ALD
patients represent 12% of the insured population and 56% of all reimbursed expenditures! They explain a large share of the increase of drug expenditures, since most new
drugs put on the market address chronic diseases and their management.
The third value is access to innovation. Although drugs companies complain that the
French reimbursement and pricing regulations are slow and prices low, there is quasi no
rationing of new innovative drugs, and this is an explicit public policy. In 2004, when a
prospective per DRG payment scheme was implemented for hospitals in France, a
restrictive list of around 80 expansive drugs were pulled out of the scheme and reimbursed retrospectively, to avoid any rationing of innovative drugs for patients. As a result, the
level of expenditures for these drugs in public hospitals rose on average by 25% each
year.
Thus, public policy in France regarding health care is moving continuously between decisions that will extend coverage and increase demand, on the basis of fundamental
values, and cost-containment measures, like the increase of premiums and taxes, and
the reduction of benefits through the increase of co-payments. As a result, the coverage
of health care expenditures through the Social Security system has remained relatively
stable through time, and has even slightly increased in the late years, as a result of more
protection for the sickest and the poorest patients.
2.1.3 Improving the efficiency of health care services
If deficit containment is the name of the game, under the preceding constraints and
values, what actions have governments taken to limit the gap between expenditures and
available resources? A basic permanent line of action has been to cut down the benefits
served by the sickness fund (while simultaneously organizing the extension of coverage)
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and/or increase the contributions. Through time, the rate of reimbursement of services
has decreased, a daily lump sum per day of hospitalization has been imposed. In the
close past, such decisions were taken merely on the basis of financial emergency.
Symmetrically, contributions of insures have increased, either through higher wage taxes
or through the increase of the rate of the CSG tax. French citizens also pay a yearly 0,5%
contribution on their incomes to reimburse the social debt.
Other contributors have been the private office-based physicians. Fees for service of private physicians are regulated in France, and through the negotiation of the fee schedule, public authorities have tried to maintain the prices through time. The facial fees have
actually increased slowly, but there have been many ways for physicians to avoid the
effects of price control. First, there is no volume control on practice. Second, since 1980,
French private practitioners may charge more than the official fee-schedule. Thus,
patients face higher co-payments, which they partially compensate through complementary insurance. As a counterpart, the Sickness Fund does not contribute to their pension plans anymore. The medical profession is also able to organize strong collective
actions to obtain higher fees. In 2001-2002, general practitioners deliberately and massively overcharged their visits (from € 17 to € 20), and the government finally gave in and
accepted this price increase. Since the end of the eighties, successive governments and
the sickness fund have tried to obtain counterpart of price increases, like moderation of
prescriptions (French people have the world record in terms of drug expenditure per
capita, € 500 in 2005), and compliance to good practice guidelines, with a variable success through time. Recent successes are the moderation of the prescription of antibiotics, through an intensive information campaign on the risk of developing bacterial resistance, and the prescription of generics, although the battle is not yet completely won.
Finally, the drug industry is also a regular target of public authorities. Drug expenditures
are submitted to an annual cap, voted by the parliament. To reach this objective, public
authorities have invented a complex set of regulations which mixes macro-economic
constraints and micro-economic agreements with companies, based on price-volume
adjustments and discounts, plus conjunctural taxes when expenditures grow too fast.
In the more recent period, co-payment has been presented as a virtuous incentive, to
make insures more cost sensitive (to control moral hazard), or as an improvement in the
efficiency of the sickness fund. For example, in the past 5 years, the government has
decided to stop reimbursing (or to decrease the level of reimbursement of) drugs that are
considered as bringing a marginal health benefit. In August 2004, an important reform
has been voted, which was presented as a major reorganization of primary care services.
Indeed, the law implemented a form of gatekeeping. Every insure is supposed to sign in
with one general practitioner, the “médecin traitant”, who has the responsibility to refer
him/her to specialist care. Insures who do not comply and visit directly a specialist will
have a lower rate of reimbursement. GPs also get an annual lump sum to take care of
chronic so-called ALD patients, who are covered 100%. As a counterpart, they agree to
follow specific evidence-based guidelines for such patients. Moreover, for each visit to a
private physician, a € 1 contribution is paid by the patient. Specialists have been allowed
to increase their basic fee for patients who are referred by a GP, and most observers sug-
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gest that the reform has been mainly a way to increase specialists’ incomes and maintain a fee differentiation with the GPs. The agreement signed with physician trade union
is complex, and also includes targets on drug prescriptions (statines, for example). For
the first year of the agreement, there already has been a conflict between the physicians’
unions, who claim that they have met their targets and ask for an increase of the fees,
and the national sickness fund, which tried to delay payment until the end of the year.
On the long run, governments have tried to improve the efficiency of health care services
by encouraging the development of networks, and by the diffusion of evidence based
medicine. For the past twenty years, a series of regulations have been passed, using
either mandatory requirements or incentives, to facilitate the implementation of coordination between different segments of health care services: hospitals and primary care,
GPs and specialists, around specific health problems (maternity services, HIV, diabetes)
or populations (elderly people). Networks are either problem-or disease management
oriented, can be compulsory of voluntary. The Sickness Fund and the private physician
unions have agreed to earmark a percentage of the annual expenditures for primary care
to fund experiments, that have to demonstrate their cost-effectiveness.
During the past twenty years, evidence based medicine has made a slow but steady progress in the minds of all stakeholders, as the reasonable way to avoid “blind rationing”:
the keyword of health care expenditures containment has been “la maîtrise médicalisée
des dépenses”, which can be translated as “clinically based resource allocation”. For
professionals, this concept means that if all doctors and health care providers follow evidence based practices, then all expenditures are legitimate and there is no need to contain them. The evolution of volume of care is only the manifestation of growing needs and
of technical progress. But the payer faces the opportunity cost of the marginal resources,
and has a different view: the main issue to-day is to determine what will be included in
the basket of goods and services that will be reimbursed by the Social Security system,
which should be evidence-based, and what will be turned over the complementary insurance system. The Supreme Health Authority (Haute Autorité de Santé) has been created
in 2004, and has the responsibility of advising the government on the basket of goods
and services, on one hand, and of establishing recommendations of good practice, on
the other.
Finally, the hospital sector has also undergone major reforms in the past decades, to
improve its efficiency. It is important to recall that in France there is a public/private mix
of hospitals, with two different funding mechanisms. From 1983 to 1995, public hospitals
have been funded through a prospective budget. In theory, public hospitals are not
allowed to make a deficit, but the reality has been one of regular deficits of a large number of public structures. Officially, accounts are balanced, but excess expenditures are
just passed on to the next year. There is no example that a public hospital has been closed because it went bankrupt! To finance the deficits, hospitals contract loans or use their
cash flow, to the detriment of investment. For this reason, every five to six years, the
governments announce an exceptional rescue plan for the public sector (the last one was
launched in 2002 and called Plan Hôpital 2007). Actually, in the global budget system, a
good manager was one that tolerated some deficit, since it was the only way to make
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sure to have extra-resources. The private for profit sector has always been based on prospective per diem tariffs, doctors being paid fee-for-service. To limit the growth of expenditures of the private sector, a price-volume mechanism adjusted every year tariffs to
observed activity, according to a national goal fixed by the Parliament (the Objectif
Quantifié National, OQN). Because the private sector is not sheltered from bankruptcy,
this mechanism has increased competition amongst hospital and contributed to a severe restructuration, with closures and mergers, and to the emergence of large private
hospital chains.
In 1995, the allocation of resources to the hospital sector was delegated to 26 Hospital
Regional Agencies (Agences Régionales de l’Hospitalisation), with (at least in the texts) a
discretionary power in terms of planning and budget allocations. This reform aimed at
two objectives: the decentralization of resources allocation was to allow a better adaptation to local needs, but more importantly, the appointment of Regional Directors reporting directly to the Minister of Health was supposed to help depoliticize decision making;
thus, regional directors were assumed to be able to take “courageous” decisions of
hospital closures or mergers, and to resists to local elected personalities. In the same
time, a casemix adjusted prospective budget was implemented in the public sector, to
palliate the rigidities of the previous system, based on historical costs. This system contributed mainly to reallocate resources between “rich” Regions, like Ile-de-France, to
“poorer” Regions, and to an increase in hospital deficits in Regions facing budget compression. Nevertheless, it is fair to say that the public hospital sector has slowly been
reshaped, with an overall reduction of bed capacity in the acute care sector, and a reallocation to rehabilitation/nursing homes. Regional Agencies have been instrumental in
this restructuration, through planning and also permanent negotiation with local actors
(35.000 acute care beds have been closed between 1990 and 2004).
The major change in the hospital sector was implemented in 2004, with a prospective
per-case payment scheme based on the French DRG classification, the GHM (Groupes
Homogènes de Malades). This is a very ambitious reform, since it covers both the public
and private sector and aims at setting uniform rates for both sector (the so-called “convergence”). The main characteristics of this funding scheme are the following: hospital
revenues are now directly linked to their number of cases. A national rate is set for each
sector, with the goal of a unique rate schedule. Every year, a national expenditure cap is
fixed for each sector. If expenditures exceed the cap, rates are discounted to reach the
balance. Public hospital have a special regime: a share of their expenditures, corresponding to so-called “missions of general interest” (including research and teaching) is still
paid on a prospective budget based on historical costs, identified through a declarative
survey. Moreover, a list of around 80 expansive drugs (like cancer drugs) are paid retrospectively for both public and private hospitals on the basis of a reference price set by
the Ministry of Health. The overall budget for these drugs is also capped at the national
level, and prices adjusted if the cap is not met. Actually, this specific funding of innovation has introduced a strong tension in the system: before the reform, in public hospitals,
expenditures for such drugs were included in the prospective budget, and physicians had
to ration their use to a certain extent. The retrospective payment induced an immediate
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increase of 25% of expenditures, and the government had to cut down the DRG rates to
contain global expenditures, thus putting more pressure on hospital costs. In the same
time, public hospital representatives have been fighting to limit the convergence process
with the private sector and to obtain a large part of stable financing as a complement to
prospective per-case payment, arguing of the specificities of the public service (emergencies, public health role, social role, etc.). During the same period, hospital deficits
have continued to be covered partly by special supplementary budget allocations and by
injection of funds to modernize the equipment and facilities (Plan Hôpital 2000).
It is too early to assess whether the prospective payment scheme has improved hospital
productivity. Undoubtedly, hospital managers and physicians have now strong incentives
to increase activity, and DRG-creep has already started too. But because of the pricevolume adjustment, if activity continues to grow as well as expenditures for expansive
drugs, public hospitals are going to fade a progressive decrease in rates which may be
faster than their capacity to make productivity gains. Thus, some hospitals may face
growing deficits. The main question is whether or not such deficits will continue to be funded by either more debts, or if hospitals will be shut down. Public hospitals do not have
the flexibility of the private sector to downsize staff, and the prospective payment scheme may well lead to an increasing market share of the private for-profit sector.
This reform raises the issue of public management. Improved efficiency is possible only
and only if public hospitals managers gain more autonomy, and have more responsibilities in terms of the balance of their accounts. For the moment, it is still for them more
effective to continue the political game of negotiation with the Ministry of Health to obtain
excess resource allocation to finance the deficits.
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2.2 - Health policy issues in the United
States
Buchmueller T.1 e Feldstein P.1

The US health care system is quite different from those of other industrialized countries
in many respects, the most notable of which is the reliance on private markets. Despite
this orientation, the government plays a large and increasing role in financing medical services in the US. Currently, the federal and State governments pay 45% of the almost $ 2
trillion spent each year on medical services. As a result, the critical challenges that the
US faces are quite similar to those faced by countries with largely public health care
systems. A particularly vexing issue for policy makers is the impact of health spending on
public budgets and the prospect of growing deficits in the near future. These deficits
threaten the viability of current programs and inhibit efforts to expand insurance to the
roughly 45 million Americans who currently lack coverage.
The two most important public health insurance programs are Medicare, a federal program that finances acute medical care for all aged regardless of income (and also for nonelderly disabled individuals) and Medicaid, a joint federal/State program that covers a
mainly low income population, particularly children. Two different financing mechanisms
fund Medicare. Inpatient hospital care (Medicare Part A) is financed by a 2,9% payroll tax
on all earned income, one-half of which is imposed on the employer and employee (this
payroll tax and the percent of income to which it is applied have increased over time). The
payroll taxes are deposited in a Medicare Trust Fund to pay for hospital services. The
Trust Fund is different from most trust funds in that current payroll taxes are used to pay
for hospital services used by current beneficiaries. Thus the aged are subsidized in that
their hospital expenditures greatly exceed the payroll taxes they contributed when they
were working. Medicare also provides additional medical benefits, such as physician services, outpatient care, home care, and outpatient prescription drugs. In contrast to hospital expenses, these benefits are financed mainly by general income taxes; premium payments by the aged pay about 25% of the cost of these benefits.
The Medicare program, as currently designed, is fiscally unsustainable. Because of changing demographics (an increasing portion of aged in the population and fewer employees
per aged) and increasing per capita health spending, the cost of Medicare is growing
more rapidly than the revenues used to finance the program. It is estimated that without
legislative changes, by the year 2018 the Medicare Trust Fund will have insufficient assets
to pay the elderly’s hospital expenses. According to some estimates, to finance the
unfunded liability of hospital care to all the aged over the next 75 years would require an
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increase in the payroll tax from the current 2,9% to 13,4%, threatening economic growth.
Medicare spending on other services is also increasing at an alarming pace. The most
significant health care legislation in recent years was the Medicare Modernization Act
(MMA), which was enacted in 2003 and went into effect in 2006. The main feature of the
law was to establish a Medicare prescription drug benefit. The bill is estimated to cost $
500 billion over its first 10 years2. Since most seniors already had some form of drug
coverage, a large fraction of this amount represents a direct transfer of spending from the
private to the public sector. While beneficiaries are required to pay premiums for drug
coverage, these premiums cover only a fraction of the cost. The legislation did not increase revenues (a new tax) to finance the drug benefit.
Medicare expenditures (including hospital and non-hospital services) are projected to
grow from $ 420 billion in 2006 to $ 792 billion in 2015. According to longer term estimates – which, it should be noted are quite speculative – the cost to the federal government of these promised benefits is estimated to be $ 30 trillion over the next 75 years.
Measuring this spending relative to the entire federal budget and to the US Gross
Domestic Product (GDP) illustrates why the Medicare program in its current form is unsustainable. By 2020, Medicare is predicted to account for 23% of the federal budget,
which is nearly twice the current share. If trends in program spending and tax revenue are
extrapolated to 2040, Medicare will account for half of the budget. While there are large
confidence intervals around these estimates, it is clear that if the program remains on its
current path, an increasing share of the country’s resources will be devoted to health care
of the aged3.
Previously, when the Medicare Trust Fund was projected to become insolvent, Congress
increased the Medicare payroll tax and reduced hospital payments. However, such changes are not likely in the near term. The Republican Party, which controls the White House
and both houses of the legislature, is fundamentally opposed to increasing taxes and
appears to have suffered no political damage from creating a huge budget deficit.
Because the elderly are a potent political force, neither political party has any interest in
reducing their benefits. The fact that insolvency is not directly imminent makes it likely
that the politically difficult decisions required to put Medicare on a more sustainable path
will be postponed.
In addition to Medicare, the federal government pays roughly half of all Medicaid expenditures4. In 2005, the federal government’s share of Medicaid expenditures was $ 200 billion, or 7,5% of the federal budget. These expenditures are expected to increase to $ 260
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billion by 2010. Medicaid finances health care for low income families and for some
elderly and disabled populations. Low income children account for the majority of enrollees, but a relatively small fraction of total spending. Conversely, elderly patients in nursing homes and disabled adults account for a small fraction of enrollment, but a disproportionate share of spending.
While the federal government sets guidelines and basic standards, key decisions about
program design, such as those concerning eligibility rules, program benefits and provider payments are made at the State level under a very different set of political and economic constraints than those influencing Medicare policy. Unlike the federal government,
US States are constitutionally prohibited from running budget deficits. As a result, State
Medicaid programs are strongly affected by macroeconomic fluctuations. Economic
downturns reduce state tax revenues, while at the same time increasing the number of
indigent people seeking Medicaid coverage. Thus, in recessionary times many States
are forced to restrict eligibility or cut payments to providers. Provider participation in the
program is voluntary and is sensitive to reimbursement rates. Lower rates, therefore,
reduce access to care for Medicaid enrollees.
While States typically reverse cuts when economic conditions improve (and State tax
revenues increase), long term projections suggest that State budget constraints will
become more and more binding. As Medicaid expenditures continue to increase faster
than tax revenues, States will be faced with the politically difficult choices of reducing
expenditures in other important areas, such as education, raising State income taxes, or
limiting medical access by those with low incomes.
In summary, the major challenges facing the US health care system are not terribly different from those facing systems where the public sector plays a more prominent role.
Today, Medicare and Medicaid represent a major share of total health spending and contribute to a large federal budget deficit. Because the growth in spending for these programs exceeds the growth rate for the economy as a whole, Medicare and Medicaid
expenditures are on a course to capture a major portion of the federal budget. Absent
major reforms that reduce the growth in medical spending, this trend will ultimately require drastic cutbacks in all other federal programs or impose a huge tax burden on future
generations. The slower policy makers are in making changes in the financing and benefit structure of Medicare and Medicaid, the more drastic and more painful these consequences will be.
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2.3 - Health care:
growth and the fiscal burden
Martins Jo. M.1
2.3.1 Rising Demand and Public Funding
Economic growth since World War II has led to about a three-fold rise in Gross Domestic
Product per capita in the world (Maddison 2003). This has offered the opportunity for
additional discretionary spending on a range of commodities, especially in industrialized
countries. Among other progressive commodities, the consumption of health care has
increased more than proportionately to the rises in income per capita. Much of this
growth in demand for health care, in the more industrialized countries, has been funded
by the public purse (Martins 2004). In more recent years, the continuing growth of the
health care industry has posed some dilemmas for governments, especially in times of
economic downturns and fiscal constrains. In addition, economic growth funded by
governments – as in the case of the rising output of health care mostly funded by public
funds – is at variance with current fiscal correctness in OECD countries, which requires
lowering of taxes, avoidance of deficit-financing, private investment and a greater
emphasis on user-pay for services.
2.3.2 Growth in Expenditure and Transfer of the Burden
Data for 24 OECD countries indicate that on average, the proportion of total health
expenditure funded by the public sector fell from 75,9% in 1990 to 74,6 in 2003.
Nevertheless, this overall drop in public funding masks substantial differences among
these 24 countries. In 13 of the 24 countries the proportion of public expenditure fell from
an average of 81,4% to 76,7, while in 8 countries the average percentage actually rose
from 70,1 to 73,6 during the same period. In 3 countries the average percentage of public
funding changed only slightly from 67,8 to 68 (Table 1).

Table 1 - Public Funding as Percentage of Total Health Expenditure
Twenty Four OECD Countries 1990-2003
Change
in Proportion of
Public Funding
Rising
Stable
Declining
24 Countries Average

Note:The averages are unweighted.

No.
Countries
8
3
13
24

Public Funding
as % of Total Expenditure
1990

1995

2003

70,1
67,8
81,4
75,9

72,3
67,1
77,6
74,5

73,6
68,0
76,7
74,6

Source: OECD 2006. Computations by the author
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It is also noteworthy that the level of expenditure on health per capita was associated
with different rates of growth in health expenditure and the upward or downward change in the proportion of public funding.
Three groups can be identified:
• Countries with a rising proportion of public spending had the highest average per capita expenditure on health services in 1990 (and 2003) and also experienced the largest
increase in per capita expenditure in the period 1990-2003.
• Countries with a declining proportion of public spending had the lowest average per
capita spending in 1990 (and 2003) and the lowest rate of growth in per capita spending.
• Countries with a stable proportion of public funding had the second lowest expenditure per capita in 1990 (and 2003) and the second rate of growth in per capita expenditure (Table 2).
A number of hypotheses could be considered. One hypothesis is that the high rate of
growth on an already high level of health expenditure per capita forced a rescue by the
public sector due to political or some other pressures, to minimise the impact on the private purse. Another would be that the initial lower proportion of public expenditure in this
high expenditure group (70,1% in 1990 against an average of 75,9% for the 24 countries)
left some room for the absorption of additional expenditure by the public sector.
Conversely, a smaller but still considerable increase in per capita expenditure in the
countries with an initially high proportion of public funding (81,4% in 1990 against an
average of 75,9 for the 24 countries) stimulated a transfer of at least some of the increase to the private purse. The countries with stable proportions of public funding during the
period also had the initial lowest proportion of public funding (67,8% in 1990 compared
with the average of 75,9). Thus, although these countries experienced a rise in per capita expenditure that was substantially greater than the countries that reduced their public
funding, they were capable of restraining public funding and able to transfer most of the
growth in outlays to the private sector.

Table 2 – Growth in Per Capita Expenditure on Health (PPPs)
and Increase in the Proportion of Public Funding
Twenty Four OECD Countries 1990-2003
Type of Change
in Proportion of Public
Funding
Rising
Stable
Declining
24 Countries Average

Total Expenditure
Per capita PPP $
1990
1.543
1.224
1.209
1.322

Note: Expenditures are expressed in Purchasing Power Parities (PPPs).
Source: OECD 2006. Computations by the author
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2003
3.304
2.587
2.452
2.753

1990/2003
1990/2003
% Per Capita
% Public
Increase Funding Increase
114,2
102,8
102,8
102,8

+3,5
+0,2
-4,6
-1,3
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2.3.3 Command-Control and Market-Oriented Policies
Governments have used a number of mechanisms to control or minimise the level of
public funding of health expenditure. Some of these tools have command-control features while others use market-oriented processes. They may be exercised to influence
either the demand for health care or the supply of services.
Some examples of devices used to control public expenditure using the supply side are:
• Exclusion of some services such as cosmetic plastic surgery, ambulatory mental
health care, some pharmaceuticals or even dental care.
• Price controls that use regulation to fix the price of given services provided by the private sector.
• Global budgets for services provided by the public sector, and price discounting of
services provided by the private sector after certain expenditure thresholds.
• Negotiation of prices for drugs and other services partly or fully funded by the public
sector.
• Salary and wage maintenance of providers in the public sector.
Other mechanisms use the demand side:
• Placing limits on individuals’ expenditures that the government will fund in a given
period of time, usually one year, for a given type of health service.
• Requiring individuals to pay for particular health services until a threshold is reached
when the government will provide financial support (deductibles).
• Introducing or raising copayments that individuals must pay to diminish the public
contribution.
• Maintenance of the money value of given benefits thus forcing individuals to pay for
price inflation.
To place some limits on the financial burden imposed on individual households by some
of these devices a number of avenues have been developed:
• Exemption of people with given characteristics, such as children or aged people, people with low incomes or chronic illness or disabilities, from limits, deductibles or
copayments.
• Setting of thresholds for expenditures on given services above which full or higher
public funding will be provided.
• Provision of income tax deductions for expenditures above specified thresholds.
2.3.4 Australia’s Public Funding
Australia is one of the countries that have maintained a comparatively low level of public
funding of health care, about 67,5% of the total in 2003 compared with an average of
74,6% for the 24 OECD countries reviewed (OECD 2006). Public funding is shared by
the Federal and State governments with varying commitments. The Federal government
provides funding for most of the services supplied by the private sector, while the State
and federal governments share the funding of services provided by the public sector
(hospitals being the most important in terms of expenditure) (AIHW 2005). As there are
substitute services supplied by public and private providers, such as ambulatory medical services and hospital care, there are some tensions arising from attempts at funding-
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shifting between the State and Federal governments.
In the Australian context, public funding has changed considerably in the last three decades due to the coverage of the resident population by Medicare by the Federal government – ambulatory medical services – and sharing of public hospital expenditures with
the States. Nevertheless, both types of government while providing considerable coverage of the population have used a number of devices to keep the proportion of public
funding comparatively low by OECD standards (Tables 1 and 3).

2.3.5 Exclusion and Control of Supply
One of the main devices used is the exclusion of given services from public funding,
these include dental care by private practitioners (the bulk of dental care), and services
provided by other private health professionals such as physiotherapy. The same applies
to most cosmetic surgery, a considerable range of over-the-counter medications and a
variety of aids and appliances.

Table 3 – Australian Public Funding of Health Services Percentage of
Three-Year Aggregates. 1990/91-1992/93 and 2000/01-2002/03
Service Expenditure
As % of Total
Type of Service
Hospitals
Public
Public Psychiatric
Private
Nursing Homes
Ambulance & Other
Medical Services
Dental Services
Other Professional
Pharmaceuticals
Benefit-paid Pharm.
All other Pharm.
Aids & Appliances
Public Health &
Com-based Services
Administration
Research
Total Recurrent Expenditures
Total Capital Expenditures
Total Health Expenditure

1990/911992/93
36,8
28,9
1,8
6,0
7,9
1,5
18,0
4,9
3,9
9,4
5,1
4,3
2,1
4,8
3,3
1,4
93,9
6,1
100,0

Percentage of Public Funding

2000/01- 1990/912002/03 1992/93
33,4
77,4
25,2
91,3
0,7
7,6
7,6
5,3
77,7
6.3
63,5
1,5
16,6
80,8
6,0
9,1
3,7
11,5
13,6
44,6
8,3
82,4
5,3
3,5
12,3

1990/911992/93
79,8
92,1
95,5
37,5
80,9
50,7
79,9
17,7
23,2
52,6
84,6
1,9
9,3

Increase
10 years
+2,4
+0,8
+0,7
+32,2
+3,2
-12,8
-0,9
+8,6
+11,7
+8,0
+2,2
+1,9
-3,0

100,0
60,0
88,2
67,5
71,9
67,7

100,0
70,7
77,3
67,8
82,5
68,8

+10,7
-10,7
+0,3
+10,6
+1,1

6,1
2,9
1,9
95,4
4,6
100,0

Note: figures may not add due to rounding. / Sources: AIHW 2002 and 2005. Computations of the author.
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The Pharmaceutical Benefits Scheme (PBS) is one of the oldest of the many components
that form the Australian public funding mechanism. The Federal government has been
able to keep the prices of drugs at a comparatively low level by negotiating the prices of
the drugs that are eligible for funding by PBS. Accordingly, Australia has one of the lowest prices for pharmaceuticals among OECD countries (Martins 2002). However, recent
trends have been eroding this relative advantage. Thus, although the negotiation of prices and inclusion or exclusion of drugs from the benefit-paid list, the Federal government
has also used various levels of copayments for drugs depending on individual socioeconomic status and levels of individual expenditures over one-year periods.
Public funding of public hospital services has been restrained by a number of commandtype controls. The number of hospital beds in the public sector is the subject of regulation by State health authorities. This is re-enforced by the use of global budgets that
restrain public hospital expenditures. Investments in both real estate and medical technology are also the subject of central control. In addition, the States restrain public
expenditures by reigning in rises in salaries and wages of public hospital employees and
those of workers in community-based public health services.

2.3.6 Saddling the Consumer on the Demand Side
Copayments in a whole range of medical services and prescribed pharmaceuticals are
often used to reduce public funding. A more subtle device used by the Federal government is the setting of scheduled benefits for services provided by private medical practitioners – the Federal government has no power to set prices for health services – at a
level below the price usually charged. The Federal government will pay only a given percentage of the set benefit schedule forcing the consumer to meet the difference, thus
increasing the size of the copayment (the gap between the government reimbursement
and the price charged by the private practitioner). The Federal government has also been
known to delay the review of the scheduled fees thus transferring the full impact of any
price inflation to the consumer.
2.3.7 Fiscal Trade-Offs
A controversial feature of Federal government policy has been the adoption of subsidies
for private health insurance aimed at transferring hospital care from the public to the private sector. This has led to a 30% subsidy of private health insurance premiums, increasing to 35 and 40% for people older than 65 and 70 years of age respectively, either as
a cash rebate or an income tax concession. The Federal government has also imposed
a penalty income tax levy of 1% on taxpayers over a given income threshold who have
no private hospital insurance (AIHW 2006). The outcome has been an increase in private
hospital use and a large public subsidy for these services (Table 3). As there is no evidence of gains in efficiency and the bias in private insurance coverage of higher income
groups (ABS 2000), this practice raises both efficiency and equity issues. Another feature of this approach is the increase in copayments for medical services and pharmaceuticals with income tax rebates for expenditures over set expenditure thresholds, in a given
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year (AIHW 2006). In this case, the trade off is between Federal government outlays in
health care expenditure and lower income tax revenue. In view of the flat nature of the
copayments and the progressive nature of income taxation, this approach also raises
equity questions.
2.3.8 Conclusion
In the post-war period, public concerns with health care has been translated into larger
public subsidies of health services allowed by substantial rises in per capita income and
government revenue. However, growth in health expenditures above the GDP average,
fiscal constraints imposed by economic cyclical shocks and new fiscal orthodoxy have
led governments to adopt policies to reign in growing public subsidies. However, trends
have varied among OECD countries. In the case of Australia, public funding of health
care has grown but its share of the total growing expenditure has remained stable in the
last decade. Government in Australia has used both command-control and market-oriented policies to contain total public expenditure on health services. However, there have
been substantial increases in public subsidies for private hospitals and pharmaceuticals.
The first was the result of a deliberate policy to increase the use of private hospitals, while
the second has been the result of growing use of drugs and increase in their prices. In
spite of the use of expenditure thresholds that attract increasing rebates and or income
tax concessions, some features of policies aimed at containing public outlays on health
services raise both efficiency and equity issues.
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2.4 - Soft budget constraints in Spanish
health care decentralization
Puig-Junoy J.1, Prats A. T.1
Spain is divided into seventeen Regions, called Autonomous Communities (henceforth
ACs or Regions) with regional governments that were created following the guidelines
established in the democratic constitution ratified in 1978. There are two completely different systems of decentralization, the “foral” regime, instituted only for the Basque
Country and Navarre, and the common regime, for the other fifteen Regions. The primary
difference between the two systems is that Regions under the “foral” regime have authority to raise taxes locally, whereas Regions under the common regime do not have significant tax-raising authority (a recent reform, approved in July 2001 and effective as of
2002, devolves some tax-raising autonomy to the Regions under the common regime).
The two types of Regions have similar spending responsibilities.
The common regime has been characterized by having a fair amount of expenditure
responsibility, but little revenue autonomy, although revisions of the system tend to give
more revenue autonomy. Until recently, mainly government transfers have financed the
Regions under this regime. They can impose some taxes and duties, which represent a
small percentage of revenues. They also receive ceded taxes. Ceded taxes initially included wealth tax, inheritance tax, a tax on wealth transfers, and taxes on gambling. The
reforms of 1997, and especially the reform of 2001, expanded the ceded taxes to 33% of
income tax, some special taxes and 40% of value added tax, but the latter without normative power. This last reform integrates the financing of health into the general system.
The major change in recent years with respect to financial responsibilities across different
levels of government has come from the devolution of health services management to the
regional governments. This devolution process started in 1981 and was completed in
2002. Until 2002, the National Institute of Health (INSALUD) managed social security
health services for the 10 autonomous communities with low responsibilities within the
common regime.
In the last two decades, the Spanish health care system has undergone a radical change in its sources of funding, from a typical social security model of financing, based on
salary contributions, to an NHS model, based on general taxation. The 1989 Public
Budget Law established that general taxation revenues should progressively provide
funds for health services. The share of health service funds provided by general taxation
increased from 69% in 1993 to 83% in 1996 and 100% in 1999.
The funds are distributed to the decentralized ACs according to a capitative criterion.
Initially, the amount of funding specifically transferred was supposed to cover the actual
1
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cost of the health services transferred. The operation of that model was a constant source of conflict between the central government and the ACs, which almost permanently
claimed they were under-funded. This claim was partially legitimated by the regular deficits observed in those services still managed directly by the central government. Until
2001, those ACs that were responsible for health claimed that this was proof of the underfunding of the system and asked to have their own deficits covered through an increase
in their funds proportional to the budget increase of INSALUD. However, this behaviour
introduced a highly perverse effect into the system: any attempt to balance revenue and
expenditure was penalized, as ex-post budget increases were only granted if the AC had
run into deficit.
A considerable amount of central funding related to the accumulated deficits was added
to the financing of the health system as a result of a regional agreement set up for 19972001. Under this regional agreement, the distribution of funds was still based (to the
extent of 95% of the budget) on the crude population criterion, but two non-transparent
adjustments were introduced: one to account for patient flows between ACs, and a
second one for medical training. Until 2001, the uncertainty about the amount of resources available to each AC and the permanent political negotiation about the criteria for
distributing the global budget allowed the responsibility for the deficits to be attributed to
the insufficiency of funds allocated to the AC. Inadequate and inefficient management
has never been recognized as the cause of the financial imbalances. However, the regional allocation formula was until 2001 one of the roughest examples of the use of capitation in developed countries.
Law 21/2001 approved a new regional financing system which has been applied since
2002. Since 2002, the health services transfer has no longer been conditioned but rather
integrated into the general financing scheme. The most important features introduced by
this new system until now are the following: health services integration into the general
financing scheme, an increase in ceded taxes, and the creation of a Cohesion Fund.
First, health services are integrated unconditionally into the general regional financing
system. Thus, the regional governments can decide the share of their budget to be allocated to the health systems out of an imposed minimum level of public expenditure to be
devoted to health services in each Region. This integration ends with the political and
subjective discussion about the appropriate variables and weights to be used in the
regional allocation formula. It also increases the Region’s right to take its own allocation
decisions between services.
Second, apparently, the fiscal responsibility of the ACs has increased due to the extension of the ceded taxes and the slight increase in the normative power for direct taxes.
As a result, direct transfers from the central government to the ACs have decreased significantly and regional collection of ceded taxes has increased. The new regional financing
system implemented in 2002 increased the possibility of obtaining additional regional
revenues of some taxes that have been partially ceded, such as income tax, VAT, and
special taxes.
Third, the law established a so-called Cohesion Fund with the aim of compensating
patient flows among Regions. Finally, the law also provides some compensation for
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demographic shocks and solidarity. The former consists of a compensating formula that
increases the share of the transfer to ACs experiencing population growth significantly
larger than the national average (fondo de nivelación). The solidarity factor is intended to
guarantee a minimum supply of fundamental public services (education and health care).
Although this new system was created with a view to becoming definitive, the dynamics
of the financial system itself and the exogenous factors associated with the increase in
health care expenditure have immediately shown some unresolved problems of the regional financing system. Under this scheme, ACs have continued to claim more central
funds: officially, the outstanding debt in 2003 amounted to € 6.036 million. This figure
accounts for 14,2% of the total public health expenditure for the year 2003. Out of the
total debt, 72,2% is due to accumulated deficits from previous years. In 2003 alone, the
deficit amounted to € 1.680 million, which represents almost 4% of public health expenditure for the same year.
What are the reasons for this continuing health deficit, and why did ACs not use their
fiscal normative power to raise more revenues? Three main features of the present health
financing system in Spain can be identified in order to explain why ACs may be considered to operate under a soft budget constraint.
First, fiscal responsibility in ACs is still very weak. Under the new financing system, ceded
taxes have increased more than fiscal normative power. Regional authorities are unwilling
to use their power to increase regional taxation. No AC has used its fiscal normative
power to increase the marginal rates for personal income tax; by contrast, all ACs have
used their power to extend deductions to the personal income tax base to specific groups. In fact, it appears that all ACs are permanently waiting for the revision of the financing system, given that total funds are considered insufficient, regional ceded taxes are
not sufficiently flexible, and the financing model was the result of political pressures.
Therefore, ACs prefer to increase the health deficit rather than use their fiscal normative
power, in the expectation that the central government will have to provide more funds.
Second, financial risk transfer to ACs appears to be insufficient to eliminate moral hazard.
The lack of credibility of the ACs’ budget restriction, together with the scarce fiscal normative power transferred to ACs, partly legitimates the claims from the ACs for more central funds. Among the many reasons that may explain the weak enforcement mechanisms,
we could mention the inability of the central government to establish a sufficient and
objectively based initial allocation, the general but asymmetric increase of the covered
population, the limited legal power, the unilateral central government decisions to include
new high-cost health benefits in the coverage of the National Health System, and so on.
Third, the new financing system has not provided enough flexibility to account for the
large and asymmetric population increase occurring in recent years. Covered population
increased by 1,6% yearly between 1999 and 2003 but, for example, the Balearic Islands
experienced an annual increase of 3,8%, and Asturias an annual decrease of 0,2%.
Revenues transferred to ACs appear to be less elastic in respect of demographic changes (increase in covered population and ageing) than health expenditure. At the same
time, these increases in regional covered population were not enough to entitle ACs to
obtain compensating funds from the fondo de nivelación.
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The Second Presidents Conference (formed by central and regional government representatives) was held in September 2005, with the purpose of introducing measures to
improve the regional health financing system. The insufficiency of the regional healthfinancing model was acknowledged, and a commitment was made to revise the model
during 2007. Accordingly, all emergency measures approved were exclusively short-term
financial allocations, maintaining the same incentives. Necessary additional revenues
were provided to ACs by increasing central fiscal powers, contributing to the general perception of a regional soft budget constraint and maintaining incentives for managerial
laxity until the next revision of the model. Royal Decree 12/2005, which develops conditions agreed in the Second Presidents Conference, does not analyse what (or who) is
responsible for producing the health deficit. No AC has implemented any measure to
decrease the health deficit, as they expect that central government will again finally assume the health debt. We must therefore look forward to the complete revision of the regional financing model in 2008.
Some conditions appear necessary for the revision of the regional financing model in
order to reduce managerial laxity, increase regional fiscal responsibility and impose a less
soft budget constraint on ACs. First, it is necessary to increase the fiscal normative power
attributed to ACs in relation to indirect taxes (VAT and excise duties), in order to provide
enough capacity to autonomously raise revenues according to regional spending and
fiscal preferences. Second, moral hazard from ACs should be mitigated by reducing
regional expectations of receiving more central funds, increasing the initial central allocation until it covers the current average level of benefits, introducing a more flexible allocation compensating formula for those ACs that undergo major asymmetric population
increases in a short period of time, and allowing ACs to participate in coverage decisions
concerning new health benefits.
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2.5 - Implementation of regulated
competition on a national scale; the case
of the Netherlands
Rutten F.1
2.5.1 The final stage of the Dekker reform
The proposal to implement regulated competition of the Dekker committee in 1987 has
been guiding successive governments during the last 15 years. The proposal was
inspired by Enthoven’s ‘consumer health plan’ which made a plea for improving the
efficiency in health care through regulated competition on the markets for health insurance and health care. According to the Dekker plan equity in the finance of health care
was to be guaranteed through payment of income-related premiums into a central fund
besides paying nominal premiums directly to the insurer. Further characteristics were:
• compulsory basic insurance;
• deposition of income related premiums into a central fund;
• allocation of risk adjusted capitation payments to insurers;
• comprehensive uniform benefit package described in functional terms;
• limited provider plans allowed;
• open enrolment.
Successive steps were made since then. Regarding the insurance market a sophisticated formula for risk adjusted capitation payments to Sick Funds was developed (to
prevent cream skimming), a flat rate premium has been introduced in 1989, there is
yearly open enrolment since 1992 and risk sharing among Sickness Funds regarding
their expenditure has decreased substantially. Furthermore, Sickness Funds were
allowed to selectively contract with providers and set prices and fees, but have only
done so in a limited way. Since 1998 there is a new anti-trust law as well as an antitrust agency, which gradually became more active in the health care sector. But until
2006 there still was no uniform health insurance system with a uniform basic health
care package. We still had the old two-tiered public/private system with its lack of
incentives for efficiency and its unfavourable equity characteristics.
In January 2006 a new Health Insurance Act came into force. The Health Insurance Act
can be seen as the final phase of the Dekker plan and sets out the conditions for the
introduction of regulated competition in health care, which should make the system
more responsive to the preferences of consumers and less burdensome to manage.
Public and private (voluntary) health insurance are integrated into a single scheme that
provides coverage to the whole population. Responsiveness is to be achieved by both
1
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directly and indirectly: allowing consumers more choice (full freedom to choose their
own health insurer and, in most cases, their health provider) and giving a more active role to insurers (representing patients’ interests). The new health insurance scheme has a private structure. Citizens will no longer be insured automatically but will be
obliged to purchase a health plan themselves. The integration of the social and private insurance schemes implies that the coverage of the old public scheme will be
extended to the whole population (standard package of essential health care). The
level of the nominal insurance premium differs between insurers (range in 2006: €
990-€ 1.172 per year), as an incentive for competition among the health insurers and
for cost consciousness among the insured. Indeed an unexpected 25% of insured
changed over to a new health insurer at the introduction of the new system in
January. This was also triggered by discounts on the premiums offered to employees
in the context of collective contracts between employers and insurers. Furthermore,
health care insurers do not have to sign individual contracts with all providers. By
abolishing this, the provision and the price of health care can be negotiated at the
level of insurer and supplier. Health care providers compete with each other on the
basis of price and quality. Some health insurers offer 2 insurance policies: one with
limited freedom to choose one’s provider but with no charge to the insured and one
with complete freedom with reimbursement to the insured, the latter policy being
more expensive than the former.
2.5.2 A new hospital financing system
As the old system of fixed budgets for hospitals was not compatible with the model
of regulated competition and consequent negotiation about prices of health care services a new system for hospital finance was introduced as well. The hospital production can be seen as built up from a large number of Diagnosis Treatment Combinations
(in Dutch: Diagnose Behandeling Combinaties, DBCs), a kind of DRG-system. A DBC
is defined as the whole set of activities and interventions of the hospital and medical
specialist resulting from the first consultation and diagnosis of the medical specialist
in the hospital. Expert opinion was used to define DBCs an estimate duration of each
procedure, on which basis an initial price was determined. The total number of DBCs
is huge (about 29.000). Clearly it is impossible for the hospitals to compute costs for
all DBCs and then negotiate about the level of reimbursement with health insurers.
Two strategies are implemented to reduce the impact of the transition to the DBCsystem. First, negotiation on prices for DBCs is introduced step by step. At the
moment the price is fixed for most DBCs, but prices for a specific set of DBCs (about
10% of hospital production, mostly non acute care) are subject to negotiation
between hospitals and health insurers. The set of DBCs subject to free pricing is to be
extended over successive years. Second, it has been recognized that a small part
(about 20%) of the DBCs determines a large part of the volume of resource use and
the costs (about 80%). For that reason health insurers and hospitals can limit their
negotiations to a subset of all DBCs. For that purpose the DBCs were categorized into
3 to 61 homogeneous product groups per professional area.
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2.5.3 Shifting responsibility away from the government
The reform can be seen as a shift of power away from the government to the health insurers, health care providers and patients. The most important tasks of the government
remain the definition of the basic package and the control of the quality of care and the
functioning of the markets. Regarding finance total expenditure is about € 50 billion or
about 10% of GDP divided in equal shares between curative care and long term care. In
the first sector the contribution of the government is limited to paying for the insurance
for children for which the insured pay no premium (6% of total expenditure or € 1,9 billion). Regarding long term care the government’s contribution is 19% of total expenditure or € 4,7 billion. The patients themselves pay an additional € 1,8 billion, which is 7%
of total expenditure for long term care. The bulk of the money for both sectors comes
from insurance premiums either paid into a central fund or paid directly to the health insurers. The responsibility for cost control therefore lies with the private sector and the role
of the government in public spending has become more limited. Unlike in Italy the health
sector can not produce a large deficit as premiums are set in such a way as to cover most
of the costs of the system.
2.5.4 Conclusion
The implementation of regulated competition on this scale presents great challenges to
all parties involved. For example, how should the conditions for effective competition in
health care be defined and what regulatory policies are necessary to promote them?
Concepts and instruments used for this purpose in traditionally commercial sectors will
have to be adapted for use in the health care sector. Furthermore, the stewardship of a
well informed, capable and dedicated government will be required. Therefore, some time
will pass before the fruits of competition in health care can be harvested.
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2.6 - Deficit in the Argentina national health
scheme and analysis of coverage tools
Levcovich M., San Martin M., Schweiger A.

2.6.1 Introduction
The objective of the present study is to point out the health insurance coverage inequalities and the funding of distinct subsections of the Argentinean health scheme.
To this effect, the principal characteristics of each subsection are described (social insurance, private and public sector) using per capita expenditure, insured citizens and the
body of guaranteed services as reference points.
Once the per capita expenditure of each subsection was determined, we carried out a
comparison between the expenses necessary for covering the entire basket of services
and the financial coverage possibilities for each subsection. Once a deficit arose, we
went on to analyze the instruments used to solve the problem.
2.6.2 Characteristics of the Argentinean health system
The Argentinean healthcare system is generally considered as a very fragmented, heterogeneous and scarcely equitable one in its organizational and financial aspects and its accessibility to healthcare services1. The consequences of these characteristics may be observed in
the differences presented by population health status indexes2.
Some studies3 state that it is not fair to speak of a “healthcare scheme” considering the lack
of coordination between the parties that constitute its organization. But beyond semantics,
it is clear that the lack of coordination and organization hinders the efficient use of resources
and acceptable degrees of fairness. The lack of integration between the distinct subsections
(public, social welfare, private) is evident, but a high degree of fragmentation is also evident
within the same. The public sector contributes to this overall situation by a division according to jurisdictions (national, provincial and municipal) that are not coordinated with each
other.
The present organization of the Health System is the result of a question that goes beyond
the dynamics of its own sector. Public subsections, Social Welfare and the private sector are
in charge of healthcare goods and services. The national point (Ministry of Health) are
responsible for administering the system on the whole, through regulations and programmes. However, due to the federal structure of the country, provincial governments possess
a certain degree of independence on the matter of healthcare policies, which require definition of agreements between the State and Regions. The outcome is that provincial govern1

Post-lauream in Salute Sociale e Comunitaria. Modulo 5. Politiche di Salute. Ministry of Health and Environment, 2005.

2

Basic indexes Ministry of Health – OPS/OMS (Year 2005). www.msal.gov.ar.

3

See Cetrángolo and Devoto 2002.
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ments are burdened with most of the responsibilities for furnishing public services. We will
subsequently observe the differences in coverage for healthcare assistance, the main characteristics of each subsection, healthcare expenditure and the baskets of guaranteed services.
On the basis of the 20014 Census, 52,8% of Argentineans had healthcare coverage through
Social Welfare or private insurance; while the overall population is hypothetically covered by
a national health system, despite the fact that most of the services are requested by citizens
lacking insurance coverage or by those who possess insufficient insurance coverage. This
52,8% figure demonstrates the differences which are typical of a country characterized by
strong inequalities; the percentage of covered citizens varies greatly between the provinces,
by age and by levels of family income.
Around 70% of the citizens in some provinces have insurance coverage, while in other pro-

Table 1 – Public and private insurance characteristics
National Social
Services

INSSPyP
(PAMI)

Provincial
Social Services

Voluntary
Insurances

Population
of reference

Compulsory:
Formal workers
and supported
family Voluntary.
Members and
pensioners of the
OS of origin

Pensioners and
national
pensioners,
spouses, children,
others

Public provincial
staff, pensioners
and supported
families of the
provincial estimate
funds

Voluntary members

Population

11.000.000

3.091.343

5.200.000

3.626.000

Population %

30%

8%

14%

10%

Entity

280

1 with 24 provincial
delegations

24 provincial
bodies

Approx. 250.
5 Companies share
60 % of the market

Funding
procedures

Workers 3%
Patronage 6% +
co-payments

Workers: 3%.
Employers: 2%.
Passive: from 3%
to 6 % +Treasury +
co-payments

Employers and
workers +
co-payments
+ Prov.
Governments

Direct payment by
members

Monthly per
capita expenditure

$ 42

$ 69

$ 46

Approx. $ 100

Guaranteed
services

PMOE

greater than PMOE

There is no
minimum bracket

PMOE as a
minimum

Provision
of services

Public and
Private, some of
the OS.

Public and Private,
2 own general
hospitals.

Public and Private,
some of the OS .

Public and Private,
some of the EMPP.

Source: Our elaboration Ministry of the Economy, Health Ministry, COSPRA and PAM data.
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vinces the rate just reaches 30%. The age bracket with the least coverage is < 15 years of
age, where only 44% have insurance coverage; whereas for citizens > 65 years of age, the
figure reaches 81,3%5. In the same direction, for the first occupation quintile only 23% possess insurance coverage, while the fifth quintile reaches the figure of 90%6.
Below the characteristics of both the public and the private insurance system are listed.
The possibility to freely choose for the beneficiaries of OS (Obras Sociales) has been enforced since 1993, for OSN (National Social Services) and PAMI members (Plan of Integrated
Medical Attention); the same does not hold true for the others such as OSP (Provincial Social
Services), FFAA, etc. As a consequence of this policy, solidarity mechanisms have crumbled
since those who change their OS bring along a share corresponding to their contribution and
not the average contribution of the original OS or that of the system. This measure, along
with the possibility of offering additional plans, has caused the coverage not to be equal with
internal institutions. As a consequence of the aforesaid, a mechanism of opposing selection
has been verified where some institutions have members with higher risk factors compared
to their contribution; this has subsequently led to a lack of funds for financing services provided for by the PMO (Compulsory Medical Programme).
2.6.3 The public sector
The public sector offers free services and it is characterized by its universality. This model
of expenditure coverage, which has been in force for over ten years, has still not been successful in obtaining the desired results. In fact, the amount collected by hospitals is very low

Table 2 – Public sector facilities. Year 2001
Relative Administration

With hospitalization

National
Provincial
Municipal
Total

Total
4
882
428
1.314

%
0,30%
67%
33%
100%

Without hospitalization
Total
1
4.062
2.480
6.543

%
0,02%
62%
38%
100%

Source: Health Ministry, Secretariat for Health Regulation and Relation Policies, Statistics and Health Information Office data.

There are other institutions, approximately 20, that depend upon the State government. But since they are not of universal access (but correspond to health insurance with bodies such as the Armed Forces, Police, etc.) they have not been included in the table.

4

No further official information regarding healthcare insurance coverage exists since that date. Some documents (World Bank
Assistance Strategy for the Country) assume that there has been an increase during the following years due to emergence from the economical crisis (GDP growth, occupation recovery, etc.) at the end of 2001, and in accordance to the document this reaches 57% of
the population. Other authors, such as González, García and Tobar, believe that a linear relation cannot exist between occupation
and coverage due to the high degree of fragmentation in the system.

5

47% of these beneficiaries are affiliated with INSSJyP, through their own PAMI (integrated medical attention plan). Some impor-

6

Data not substituted by the Census has been collected through the Conditions of Life Inquiry using a sample of 26.000 urban households.

tant characteristics of this body will be described subsequently.
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and, consequently, there is a generation of asymmetry between hospitals that had a greater
capacity at the beginning or belonged to areas with higher economic development. In addition, in some cases there is also a selection towards patients possessing insurance coverage or with the means to pay for the requested services (adverse selection). The most important problem of the public subsection is the kind of strongly decentralized organization and
the great disparity in economic and social development of the distinct provinces. This also
leads to strong disparity in the provincial public expenditure per capita that will be subsequently analyzed. Most hospital facilities are under the aegis of provincial or municipal
governments. Their capacity to produce and distribute goods and services essentially
depends on the structure, the equipment and the availability of specialized human resources. A total of 44% of the 17.8457 facilities belonging to all the subsections8 (public, private
and social welfare), with or without hospitalization, is public.
2.6.4 Guaranteed services
Since 1991 the OSN, PAMI and EMPP have been obliged to distribute the Canasta Basica
de Prestaciones Obbligatoria (Basic Basket of Mandatory Services) explicitly defined by
health authorities since PAMI is different and broader and these baskets should act as
the level of services.
In the case of the public sector, a specific basket was implemented in 2004 for coverage
of a sector of the population, namely the maternal-infantile one, for which services are
jointly financed by the State government and the provinces. These health insurance policies were introduced in the nine northern provinces, which are the least developed ones
and those with the worst health indexes. The Federal Health Plan9 affirms that: “All citizens of Argentina will have coverage for adequate healthcare services”.
2.6.5 Health Expenditure
In general terms, the three generally recognized sources of funding are: household direct
expense (for the purchase of services, input, insurance fees, etc.); the three government
levels (national, provincial and municipal); workers and employers who contribute to the
OS. It would be complicated to obtain an estimate of total healthcare expenditure in
Argentina because there is no information on the private sector since 199710; this should
represent approximately between 40% and 50% of the total expenditures (as demonstrated by various estimates, González García and Tobar, 2004)11,12 .
The other component of healthcare expenditure originating from Social Welfare and the
public sector represents 4,36% of the GDP, therefore total healthcare expenditure should
be approximately 8% of the GDP. OSN income ($ 5.700 million for year) stem from
workers who are guaranteed healthcare coverage. The most important share of the same
Basic indexes 2005. MSAL-OPS.

7
8

Some OS have acquired private effectors during the last few years, although this statistic has not been officially published.

9

The Federal Health Plan is the instrument for programming activities for the period 2004-2007. It was developed by the

COFESA, which refers to the Ministry of Health and Environment of Argentina and to all the Provincial Ministries.
10

Estimates of Healthcare Expenditure. Ministry of Health and Ministry of the Economy 2001.
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Diagram 1 – Evolution of Social Welfare and Public Sector Expenditure
expressed as % of the GDP

6.0

Percentage of the GDP

5.0

4.0

3.0

2.0

Social Services

2004

2003

2002

2001

2000

1999

1998

1997

1996

1995

1994

1993

1992

1991

1990

1989

1988

1987

1986

1985

1984

1983

1982

1981

0.0

1980

1.0

Public Health
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Table 3 – Health Expenditure, monthly per capita for the principal types
of coverage (Year 2004)
Population*

Expenses*

11,3
5,2
3,2
37

$ 5.695,00
$ 2.889,00
$ 2.482,00
$ 8.442,00

OSN
OSP
PAMI
SP

Per capita expenses
$ 42,00
$ 46,00
$ 65,00
$ 19,00

Source: Expenditure: National Ministry of the Economy
Population: 2001 Census, COSPRA, PAMI, SSSALUD
* in Mil.s

goes directly to the OSN, while between 10% and 20% (depending on whether salaries
are more or less than $ 1.000 and based on whether it is a Management of Trade Union
OS) is paid to the FSR (Redistribution Solidarity Fund). This FSR distributes resources for
funding Administrative activities of Special Programmes and the Automatic Nominative
11

The authors suggest that it is very difficult to estimate private expenditure especially considering the monetary devaluation

in 2002, when the value of the dollar was tripled thus creating a great impact on costs.
12

Other studies state that for the year 2003 private expenditure amounted to 43%, although the methods used for this calcu-

lation are not clear.
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Grant whose function is to complete the share of family groups up to a value of $ 2213 or
20, the former for the head of the family and the latter for family members being supported. OSP income principally stems from deductions from workers in the public sector,
voluntary affiliation dues and treasury income from every province; representing 15% of
the Public Expenditure (Social Welfare). PAMI income stems from active and passive
workers and from the General Treasury of State. The expenditure is estimated at $ 2.482
million.
In the case of the public sector, health expenditure ($ 8.442 million, 43% of Public
Expenditure) is for the most part funded by the provincial governments (66%), and is
mainly targeted as hospitals (more than 60% of the country’s hospital facilities are provincial) and human resources are the variable that represents in proportion the greatest
share of expenses. The relative development of each province obviously determines the
entity of the expense volume.
The State government funds decentralized organizations (namely the direct suppliers of
healthcare services) and programmes14; it then particularly tries to compensate the differences in resources and results in terms of health, from one province to another, through
first-rate interventions. It is therefore estimated that 19% of public healthcare expenditure addresses first-rate interventions with conveyance to the provinces equal to approximately 30% of this share and in the form of goods and services. Municipal governments
finally employ the remaining 15% of public expenditure principally for the Health
Emergency Centres.
It is obvious that PAMI has the greatest expenses per capita. This is only reasonable
since the majority of its population (70%) is over 65 years of age.
It the case of the public sector, it is very difficult to assign it with a reference population
and therefore determining the per capita expenditure calculation may give rise to some
objections. Steps were taken in this case to distribute the expenditure over the entire population although, as we have mentioned in the beginning, the basic and natural demand of
this sector envisages to citizens without insurance coverage. Should we then use that
population of reference as numerator, the monthly per capita expenditure would reach $ 40.
Should we break down this figure by province, we then come up with greater differences
(from $ 93 per inhabitant, to $ 637) that leads to an average per capita expenditure of $ 154.
In the case of Provincial and National Obras Sociales, these average figures also conceal a
strong difference between the resources available for each body.
2.6.6 The Deficit15
As we have seen, the PMOE (Compulsory Emergency Medical Programme) is in force in
Argentina for a group of well-defined bodies (OSN, PAMI and EMPP). But guaranteed
13

Approximately € 5.60. € 1 = 3.89 Argentina Pesos. This exchange rate should hypothetically be enough to cover the PMO,
but we will subsequently discover that it is not.

14

Like RIMEDIARE, Programme of Community, Maternity, Infantile, Immunization, etc.

15

Deficits are calculated by comparing the coverage cost of the basket of services with effective expenditure for each of the sub-

sections.
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coverage has not been defined by the public sector, while the foundation of the Federal
Plan has been mentioned as its objective.
Therefore, the economic resources upon which it is founded are allotted in full; once this
occurs, the system introduces different forms of rationing (waiting lists, the interruption of
determined services, etc.).
In the case of the National Obras Sociales, the average estimated cost of the PMOE is $
4316. Considering the fact that the Obras Sociales per capita income is equal to $ 42, there
would be a $ 1 monthly deficit per capita, equal to a total of $ 11 million.
It is important to underline that the calculation is made using the total amount of income
vs the expenditure; but not all the OS can cover the estimated expenditures and additionally this expenditure also depends on the characteristics of the population of beneficiaries of each OS. The alternatives which may be used to cover this “deficit” are of difficult
implementation:
• increase the supplies and contributions (which may lead to greater unemployment and
lack of competitiveness);
• reduce the Basic Basket of Mandatory Services (although, in accordance with the
decree, these services are already the minimum and inexorable ones);
• accomplish the contributions to the Public System (with a negative impact in terms of
equity, since the public sector serves the entire population and generally those in worst
health conditions and with less means, as we have seen).
In the case of the PAMI and knowing that most of the population is over 65 years of age
(whose average expenditure is more than double that of the average17), PMOE expenditure is close to $ 100 and this would imply a monthly per capita deficit of $ 35.
In addition to the actuarial questions, Del Pozzo et al. (2004) have demonstrated that
since 1991 PAMI has demonstrated its trend to spend more than it obtains in income. This
subsequently leads to contributions of the national government, service cuts for members
or in the renegotiation of debts with workers.
In the case of Provincial Obras Sociales, institutional decisions largely depend on the provincial government which, from the administration of employee contribution allotments, directly or indirectly condition the dynamics of the institution and its possibility for the contracting of
services (Maceira 2003). On the other hand, estimating the average expenditure for a package
of services is a very complicated task for the provincial OS since there is no possibility to gain
access into the beneficiary registers by age and sex; it is a well-known fact that expected
healthcare expenditure partially depends on these two variables.

16

This study by the Superintendence for Health Services was carried out in 2004, although the operators add that the monthly
amount reached $ 48. It is important to realize that because of the broad range of services covered by PMOE and the difficulty to collect information on prices and taxes, neither of the two estimates seem to be incoherent.

17

See “Introduzione di Meccanismi di Accomodamento per Rischio nelle Opere Sociali”. Sovrintendenza di Servizi di Salute,
Marracino et al., 2004. Mimeo.
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Generally speaking, OSN, OSP and PAMI do not have a large amount of their own professionals, so they are obliged to hire private ones. Based on the documents18 of the latter, this led to the fact that an increase in the cost of services administered after the devaluation was not reported in the prices and this causes the deficit to fall upon the professionals rather than on the financers (OSN and PAMI).
This deficit affects workers through non-payment of tax obligations, non-renewal of medical
teams, non-accomplishment of building improvements and indebtedness with suppliers.
In the case of Private Medical Companies, there does not exist a compensating mechanism, although the value of dues paid by beneficiaries are more than enough for the economic coverage of PMOE.
And, finally, in the case of the Public Sector, since there does not exist a basket of defined services it is therefore complicated to make an analysis through the deficits. An
exercise would be comparing the cost of PMOE funding vs the total health expenditure19
for each province (adding up the expenditures for three levels of government and assigning it to the citizens lacking insurance coverage).
The result of this exercise is that 67% of the population lacking coverage lives in provinces that do not have enough financial means to cover the PMOE, since there are differences going from $ 1 per capita per month up to $ 10.
2.6.7 Final remarks
We have presented the main inequalities relating to coverage and funding in the health
sector. It is obvious how per capita income and coverage fluctuate in the subsections
(public, private and welfare) and between the same. As an example there is the six-fold
difference in the per capita expenditure between the province that spends the most and
the one that spends the least; or the difference in insurance coverage by province that
goes from 30% to 70% of the population. The system’s fragmentation may be the explanation to these discrepancies.
It is very difficult to reach some conclusions regarding deficit and how to affront it due to
this fragmentation. The comparison between estimated necessary expenditure for each
subsection and the expenses effectively sustained may be used as a methodology for
solving this kind of problem (through the definition of guaranteed services basket costs).
In accordance with this methodology both OSN and PAMI demonstrate deficits, especially in the second case. For that which regards the public sector, there are greater difficulties in estimating this deficit although the example presented demonstrates that the
majority of citizens with coverage for the public sector is not guaranteed an entire basket
of services from a financial point-of-view. In the case of OSP, it has not be possible to
establish an estimate of these deficits. Whereas for EMPP, income should be sufficient to
offer PMO to its members.

18

See “I costi dell’attenzione medica in Argentina”. Serie studi n. 3. ADECRA, 2005.

19

The Expenditure Equity study in “Salute” of the Ministry of Health demonstrates the limitations of this methodology.
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3.1 - The efficiency of Regional Health
Systems
Allocation policies of financial resources
at regional level
Fioravanti L.1, Spandonaro F.1

3.1.1 Introduction
The financial decisions of Regions tend to be associated with autonomy models (centralization/decentralization) characterized by common features2. Even in the most decentralized financial models, where resources are directly given to territorial health units, there
are several negotiation models between suppliers and purchasers (as well as the imposition of destination and spending bonds) that lead back to a situation of (new)centralization.
Considering that regional decisions generally depend on social and economic situations,
perhaps the relationship between regional deficit and centralization level is strictly connected to deficit and regional limits of destination and spending3.
3.1.2 Regional choices
The survey Regions (Calabria, Campania, Lazio, Piemonte, Sicilia, Sardegna and
Toscana) starting from financial resources assigned during the year 2005, in order to
analyze systems for allocation of resources to healthcare units.
Regions are presently independent in allocating healthcare funds (D.Lgs. 56/2000), but
they need to respect the Essential Level of Assistance (LEA) and find an efficiency objective.
The Regions indicated have generally adopted a system for the allocation of resources to
the healthcare units mainly based on the weighted per capita share. This is diversified
according to assistance levels4 and following the criteria provided from the system of
national distribution. However shares of healthcare services are often allocated differentiated financial resources compared to the objectives established by D.P.C.M. 24
November 2001, as confirmation of their autonomy.
For example, an indicator of regional autonomy is represented by resources assigned to
1

CEIS Sanità, Faculty of Economics, University of Rome “Tor Vergata”.

2

As indicated in CEIS Health Report 2004 and 2005, See Fioravanti L., Spandonaro F. (2004); Fioravanti L., Ratti M.,
Spandonaro F. (2005).

3

See Fioravanti L., Spandonaro F. (2004); Fioravanti L., Ratti M., Spandonaro F. (2005).

4

See Fioravanti L., Spandonaro F. (2004); Fioravanti L., Ratti M., Spandonaro F. (2005).
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Table 1 – Regional Health Funds in 2005 (Euro)

REGIONS

REGIONAL HEALTH FUNDS

Piemonte
Toscana
Lazio
Campania
Calabria
Sicilia
Sardegna

6.622.600.757
5.594.453.637
7.764.490.374
7.962.288.536
2.917.739.679
7.217.363.396
2.357.013.787

Source: Ministry of Health, 2006

the hospital and territorial services.
There is a high regional variability:
• for the year 2005, resources assigned to hospital services varied from 41% for
Campania and Sardegna to 48,0% for Sicilia;
• resources assigned to territorial services are even more variable with 28,6% for
Campania to 52% for Toscana5. This may be explained by the process of regional assignments to the item defined as “Other” (i.e. for Campania), which is made up of Mental
Health resources, Regional Agency for the Environment, etc.
Four Regions (Campania, Lazio, Sicilia and Sardegna) assigned some resources to specific destinations, for example centred functions to Hospital and Health Units: 5,5% of
Regional Health Funds to Sardegna, 7,8% to Lazio and 2,9% to Sicilia.
These different situations represent the regional autonomy. The difference in the shares
to health services should be due to the federalist point-of-view, to the achievement of
increased internal efficiency, that should be turned into an allocation more in keeping with
the regional specificities of available resources (for example structure by population age).
However there is a risk that the shares are instead determined ex-post on the historical
expenditure and therefore on choices (or non- choices) made in the course of time regarding health planning and in particular supply re-qualification.
For example, regarding hospital services, a loan bound to existing patient capacity and
fit for covering costs of hospital structures that does not take into consideration the real
health service demand, could determine a situation of inefficiency rather than configure
an incentive to achieve the rationalization of the supply system. The analysis of regional
decisions in this area seems to demonstrate that greater hospital accommodation is
effectively associated with greater funding of hospital services. The Lazio Region, for
example, assigns the highest quota to hospital services (52,5%, divided into 44,7% for
“free destination” and 7,8% allocated to specifics healthcare structures) and at the same
time has the largest amount of patient accommodation (5,2 beds every 1.000 citizens),
5

These results confirm regional variability for 2003 and 2004 reported in the CEIS Health Report 2005.
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Table 2 – LEA Financing
REGIONS

Calabria
Campania
Lazio
Piemonte
Sardegna
Sicilia
Toscana

HOSPITAL SERVICE

TERRITORIAL
SERVICE

2004
2005
2003
2004
2003
n.d.
n.d. 44,0% n.d.
n.d.
41,0% n.d. 41,0% 35,4%
n.d.
47,6% 48,5% 44,7% 47,4% 46,6%
n.d.
n.d. 46,0% n.d.
n.d.
n.d.
n.d. 40,9% n.d.
n.d.
47,0% n.d. 48,0% 52,3%
n.d.
43,0% 43,0% 43,0% 52,0% 52,0%

2005
51,0%
28,6%
42,9%
49,2%
48,6%
48,0%
52,0%

GENERAL SERVICE
N WORK LIFE
ENVIRONMENTS
2003
n.d.
5,0%
5,0%
n.d.
n.d.
0,7%
5,0%

2004
n.d.
n.d.
4,9%
n.d.
n.d.
n.d.
5,0%

2005
5,0%
4,6%
4,8%
5,0%
5,0%
5,0%

OTHER

2003
n.d.
18,6%
n.d.
n.d.
-

Source: our processing of regional regulation data

similarly to the 2004 Basilicata6 survey.
The autonomy and responsibility of providers is made more evident by analyzing the allocation of the funds to the single health service levels and the variation that occurred in
2005 with respect to 2004 and 2003.
With particular reference to the “Collective healthcare in life and work environment” level,
it is possible to observe that, while in Regions such as Sardegna (where there is no assignation of specific shares) providers have total autonomy and checks are carried out expost; in other Regions (such as Campania7) specific funding is added to the essential
levels traditionally identified as “mental health” and “other functions”. In that case, providers have a limited financial autonomy.
3.1.3 Methods for allocating funds to healthcare services at the regional level
Financial assets directly administered by the Region often represent the financial “heart”
that guarantees correct alignment of the assets according to past local spending. These
are mainly used to overcome general necessity (higher costs, strategic objectives or
unexpected costs).
So, a lower degree of financial autonomy to local units and a share of health resources
directly administered by the Region are certainly necessary to face the payment of services, independently of their efficiency.
The Campania Region represents the highest degree of regional centralization (10,5% of
total funds with direct regional share8). Otherwise, Regions withhold a variable amount of
funds according to specific regional requirements (from 2,9% in Sicilia, to 10,5% in
Campania). On the other hand, funds directly assigned to health units varied from those
6

See Fioravanti L., Ratti M., Spandonaro F. (2005).

7

See Fioravanti L., Spandonaro F. (2004).

8

See Fioravanti L., Ratti M., Spandonaro F. (2005).
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2004
n.d.
n.d.
n.d.
n.d.
n.d.
-

2005
30,4%
7,8%
5,5%
2,9%
-
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in Toscana (100% in 2005) to Sicilia (97,1% in 2005); this demonstrates that higher autonomy for territorial health units depends on the negotiation with suppliers for the task of
spending funds between the territory and the hospital. Calabria presents a high autonomy in territorial funds (of health units) with a limitation: fixed targets of production, such
as pharmaceutical expenditure budgets, territorial unit targets fixed on production.

Table 3 – Centralization/decentralization of regional healthcare financial funds
REGIONS

FSR SHARE OF TERRITORIAL
HEALTH UNITS

2003
Calabria

2004

DIRECT FINANCIAL
REGIONAL SHARE

2005

2003

2004

2005

n.d.

n.d.

95,4%

n.d.

n.d.

4,6%

Campania

88,4%

n.d.

89,5%

6,7%

n.d.

10,5%

Lazio

95,0%

95,1%

95,4%

5,0%

4,9%

4,5%

n.d.

n.d.

95,6%

n.d.

n.d.

4,4%

Sicilia

97,1%

n.d.

97,1%

2,9%

n.d.

2,9%

Toscana

100,0%

100,0%

100,0%

-

-

-

Sardegna

Source: our processing of regional regulation data

The target system loses importance, and where it does not have a central role (i.e.
Toscana) it declines by a mechanism that discourages higher performance production.
So, once again, financial problems seem to be more important than the rationalization of
the system through competition between suppliers9.
3.1.4 Conclusions
The above analysis (an extension of the 2003 and 2004 CEIS Health Report surveys10)
demonstrates that it is impossible to define the best financial health system model by
Regions.
In fact, on the basis of policy analysis operated ex-ante as well as of the results (ex-post)
in terms of financial efficiency of each Region, the Regions are influenced in their own
institutional decisions by their need to obtain short-term financial savings.
Intersecting regional decision and deficit situation seems to confirm that a high deficit
could lead to a greater regional (new)centralization.
Deficit results (Table 4) confirm our theory, also reported in the 2005 CEIS Health Report:
a high health deficit is associated to a strong financial centralism.
We can see that:
9
10

See Fioravanti L., Spandonaro F. (2004); Fioravanti L., Ratti M. Spandonaro F. (2005).
See Fioravanti L., Spandonaro F. (2004); Fioravanti L., Ratti M. Spandonaro F. (2005).
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Table 4 – Regional Deficits (% of FSR)
REGIONS

2005

Calabria
Campania
Lazio
Piemonte
Sardegna
Sicilia
Toscana

(5,38%)
14,73%
18,54%
(0,28%)
8,71%
4,44%
1,52%

Source: our processing of Ministry of Health data

• Campania, with strong financial centralism presents a high deficit as percentage of the
Regional Health Fund (14,73%);
• Lazio presents a “formal” financial autonomy of health units because it controls all the
financial resources assigned to hospitals and health units, so it presents a high deficit
(18,54% of Regional Health Funds);
• the lowest deficit value is registered in Regions (like Toscana with 1,52% of Regional
Health Funds) which allocate the highest amount of funds to regional management.
We can finally suppose that regional inefficiency is borne from several aspects:
• first of all, the lack of separation between suppliers and purchasers. This prevents the
transformation of market inputs (such as customer attrition and deficit) into effective
sanctions, such as the discharge of less efficient suppliers;
• second, national LEA indications should be read in two ways: a higher efficiency in allocation deriving from local social and demographic context; partial adaptation to the historical spending that demands new balances;
• third, difference from national indication on LEA could depend on the socio-demographic context or on historical expenditures.
Therefore in the absence of a specific rationalization plan to reduce deficit, the possibility of utilizing competitive instruments for market rationalization could be lost.
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3.2 - The efficiency of hospital organizations
Fioravanti L.1, Polistena B.1, Spandonaro F.1

3.2.1 Introduction
This paper aims to provide an evaluation of the efficiency of Italian hospital organizations.
Although the topic is of obvious importance, to understand its many impacts one has to
remember that moving the “core” of health care from hospital to “territory” has for many
years been a central stated aim of health policy and that its attainment requires a release of resources in the direction of primary care, though without this implying any decline
in hospital effectiveness. This is an ambitious aim that obviously can only be pursued
through gains in efficiency.
The effects of this health policy decision are tangible. One notes a progressive increase
in the proportion of resources allocated to “territorial care” and a parallel reduction in that
assigned to “hospital care”, current target allocations being 49,5% for the first and
45,5% for the second. In the various Regions, the process of transfer of resources has
in fact begun, though slowed by considerable inertia, particularly in the southern
Regions. According to the cost monitoring data disseminated by the ASSR, the “hospital share” has been reduced to percentages ranging from 43,8% in Emilia Romagna (thus
even lower than the indicated target) to 53,8% in Valle D’Aosta.
The cost of hospital care nevertheless, according to ISTAT (National Institute of
Statistics), amounts to € 44,9 billion, or 51,7% of total expenditure.
It must also be kept in mind that by convention the heading “hospital care” does not
include every form of residential care, since residential health care for the elderly, hospices etc. are classified as “territorial care”.
The problem of efficiency therefore relates primarily to care for acute cases which, in
dimensions and costs, account for the largest part of the “hospital care” classification.
Then, remembering that the question of efficiency is at the centre of concern in health
policy largely because of the effect of rising costs on public health care systems, one can
justify the focus of this paper on directed operated public hospitals, especially those that
have been given the status of boards with entrepreneurial autonomy, in consideration of
both complexity and importance.
The legislator addressed this class of hospital in the reform of 1992/1993, providing, at
least in the original form of the legislation, for financing on the basis of the services rendered (by DRG Diagnosis Related Group).
This concept of payment, even though it has largely remained on paper (see chapter 3.1,
Fioravanti, Spandonaro), has certainly had a profound influence on the system of hospital care, as it has been pointed out in preceding papers1: the progressive shortening of
1

CEIS Sanità – Faculty of Economics, University of Rome “Tor Vergata”.

2

See Fioravanti L., Ratti M., Spandonaro F. (2005).
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hospital stays has reduced the average for acute cases to 6,7 days, while the hospitalization rate of 160 per thousand population envisaged in art. 1 of Law 662/1996 in fact
ranges from 126,49 per thousand in Val d’Aosta to 225,66 per thousand population in
Abruzzo (see chapter 1.5, Rocchetti, Spandonaro).
The aim of this paper is therefore to evaluate the relative levels of technical efficiency of
the autonomous hospital boards, repeating and updating the econometric paper presented in the CEIS Sanità Report for 20053.
For this purpose, the “unit of homogeneous hospitalization” will be used as a measurement of output. In other words, actual activity in terms of hospitalization has first been
made homogeneous using the mean expected differences in absorption of resources as
envisaged a priori by the DRG-based tariff system.
In this way it is possible to estimate what factors contribute to the (in)efficiency of hospital boards, also conducting an important benchmarking exercise comparing costs per
case treated in the various organizations.
3.2.2 The data and the processing of the mean cost per standardised hospitalization
In order to evaluate the efficiency of hospital organizations, the first priority is to define a
cost per unit of output that can be compared.
Here we have used the cost data that can be deduced from the so-called Ministerial CE,
that is the standardized economic accounts using the reclassification required by central
levels of government.
As for the volume of output, the difficulties of its measurement in the case of multi-product service enterprises have been amply discussed in the literature4. As a first approximation, we decided to adopt a measure of output expressed in DRG points, assuming
that the present tariff system represents the economic complexity of the cases treated
“fairly well”.
In other words, for each hospital we have calculated the unit cost per unit “weight”
according to the national DRG tariff. The decision to use the national tariff is based on
the desire to make inter-Regional comparisons.
Finally, the assumption made regarding the ability of the tariff system to represent the
complexity treated properly – given the aim of benchmarking – is to be understood in
essential terms; that is not in absolute values, but in relative relationships of absorption
of resources in conditions of efficiency.
The data disseminated by the ASSR5 on indexes of activity and cost for the years 2001,
2002 and 2003 have also been utilized.
The data available relate to 102 public sector hospital organizations for the years 2001
and 2002, and 97 for 2003. However, in some cases the data were incomplete or not
comparable, and therefore only 89 organizations have been included in the calculations.
3

See Fioravanti L., Polistena B., Spandonaro F. (2005), Maruotti A., Pieroni E., Spandonaro F., 2004.

4

See Measuring Efficiency in Health Care. May 2006.

5

ASSR (2004).
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The database constructed includes organizations in all 20 Regions6, with a total of 77.189
bed places in 2003, with a decrease of 2,73% from the total for the same organizations
in 2002. The number of hospitalizations rose from 3.842.614 in 2002 to 3.781.711 in
2003, while the number of bed-nights fell from 22.865.072 to 21.713.149, a reduction of
5,3%.
Overall, the organizations covered employed 212.167 personnel in 2003, of whom 37.516
doctors and 88.189 nurses.
Their total cost in 2003 amounted to € 14.270 billion, equivalent to € 186.465 per bed
and € 3.741 per hospitalization.
Indicators of activity (bed-fill ratio, mean weight of the DRG, attraction index etc.), of cost
(per day stay in hospital, per hospitalization and mean cost of the personnel) and of the
efficiency of the factors of production (e.g. discharges per doctor, nurses per bed place)
were calculated for each hospital organization.
Focusing on the indicators of cost, we find that between 2002 and 2003 the mean cost
per day of stay rose by 4,5% whereas the cost per unit of personnel remained almost the
same (+ 0,04%).
Obviously, the indicators in question are affected by the different complexities treated
and are not yet suitable for comparisons between organizations.
3.2.3 Cost per unit of homogeneous hospitalization in Italian public sector
health organizations
The cost per unit of homogeneous hospitalization, or cost per DRG point7, for the 89
hospital organizations examined averaged € 3.555,83 in 2002 and € 3.627,76 in 2003,
with maxima of € 6.779,86 and € 7.351,66 and minima of € 1.867,64 and € 2.080,22
respectively.
One notes immediately that, contrary to expectations, the (comparable) cost per case

Table 1 – Principal indicators of cost: hospital
organizations
Cost per DRG point

2002

2003

Usable observations
National mean
Median
Standard deviation
Max
Min
Max/min

89
3.555,83
3.480,80
843,97
6.779,86
2.080,22
3,26

89
3.627,76
3.518,13
879,23
7.351,66
1.867,64
3,94

6

As is well known, some Regions have made all hospital organizations independent, while others have not “released” any.

7

See Fioravanti, Polistena, Spandonaro 2005 for the technical details.
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treated varies greatly. The highest figure was 394% of the lowest in 2003 and 326% in
2002 (the ratio was 312% in 20017).
In the period 2001 to 2003, one therefore notes a rising trend in costs, but even more so
in variation.

Figure 1 – Distribution of hospital organizations by cost per DRG point
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Figure 1 shows the distribution of hospital firms by cost per DRG point.
The data for 2003 presented above confirmed those previously obtained for the two years
2001 and 2002 (Fioravanti, Polistena, Spandonaro 2005), confirming their reliability.
This worrying inequality of performance between different hospital organizations does not
in itself provide an explanation. The causes might lie in unreliability of the accounting statements, the failure of the system of payment by DRG to represent the complexity of the
activities performed, or in operational inefficiency.
The failure of the values to draw nearer together implies at least that there is no current
process of improvement in accounting quality (in this case referred to the so-called ministerial CE), nor a reconsideration of tariff policies in the direction of elimination of the distortions that exist in evaluation of care complexities.
For the purposes of the analysis that follows, however, it is of more interest to examine
the questions of technical and organizational efficiency in order to assess their levels and
relationships with organizational and management characteristics of the services.

7

The figure relates to a sample of 96 organizations.

[167]

CEIS Health Report 2006

3.2.4 The determinants of hospital (in)efficiency
The economic literature proposes various approaches to the measurement of efficiency9
including parametric, non-parametric, stochastic and deterministic techniques.
The first pioneering studies10 already identified many characteristics of hospitals that
could be used for analysis of the cost function and therefore of efficiency:
• size (number of bed places);
• indicators of activity (e.g. rate of occupancy and mean stay);
• mean staff salary;
• indicators of services and equipment;
• case-mix;
• demographic and socio-economic characteristics (regional mean income, population
density etc.).
As previously in Fioravanti, Polistena, Spandonaro (2005), in choosing the model selected here, attention was given to the indications found in the literature, taking account of
the constraints imposed by the availability of data, but also of the interest the following
further observations arouse.
a. The sample includes specialist hospitals for which evidence in the literature suggests
that the system of payment by DRG is not applicable; account of this must be taken.
b. The hospital organizations might have characteristics that explain the differences in
their costs (typically, the presence or absence of an emergency service, even though
this is nominally a prerequisite for recognition of organizational autonomy).
c. Different unit costs for factors of production at the local level could likewise explain the
differences in cost.
d. The hospitals vary greatly in size, so that inefficiencies might potentially be explained
by organizational complexity and/or diseconomies of scale.
e. The pressure deriving from the adoption of budgeting techniques has driven a search
for greater efficiency in hospitals through reductions in the mean length of stay and
increases in the productivity of personnel; the justification for that might be found in
the observation that labour, which is by far the largest component of costs, is considered as practically a fixed cost in a public sector context.
f. Again in view of the rigidity of the labour component, the staffing structure assumes
great importance.
3.2.5 The econometric model
For the reasons given above, we first proceeded to supplement the database with an
indication of whether the hospital was general or had a single speciality.
On the other hand it did not prove possible to supplement the database with information
to evaluate care functions, such as the presence or absence of an emergency service, or
care quality.
The model estimated was therefore the following.
9

Jacobs, Smith and Street (2006).

10

For example Breyer F. (1987).
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CMS = f(COST, CMP, PL, RC, DM , PMED, AP, DMS, DREG)
Where
CMS =
Mean cost per standardized hospitalization
Constant
COST =
CMP =
Mean cost of personnel
PL
=
Bed place
RC
=
Share of hospitalizations with “weight” > 2,5
DM
=
Mean length of hospitalization
PMED =
Discharges per doctor
=
Quota of non medical personnel
AP
DMS =
Dummy specialist organization
DREG =
Dummy Sicilia Region
Apart from the productive work factor CMP (which accounts for by far the greatest share
of the costs, as is well known), attention has been given to PL (bed places) and care complexity as represented by the proxy RC (share of hospitalizations with a weight greater
than 2,5); productivity was considered in terms of the mean length of hospitalization DM
and discharges per doctor PMED and the mix of non medical personnel in the staff.
The equation estimated with a multiple regression model on the data for 2002 and 2003
produced the following results.

Table 2 – Significance of the econometric model
Model
2002
2003

R

R Squared

0,8249
0,8709

0,6805
0,7584

R Squared
corrected
0,6485
0,7340

Std. Error
of estimate
0,1329
0,1189

The model explains 68,05% of the total variation of the total cost per DRG point in 2002
and 75,84% of it in 2003. All the coefficients are significant, except for hospital size, and
of the expected sign. As to 2003, the Sicilia dummy, which captures the different accounting source used for the Sicilian hospitals, is significant.
The hypothesis that the system of financing by DRG cannot be directly extended to specialist organizations finds confirmation in the fact that these cost an average of 13,4%
more. It also emerges that differences in mean cost of personnel constitute a real and
significant reason for differences in hospital costs. Then, there is indirect confirmation
that difference in level of efficiency explains a significant part of the variation in the personnel variable. Short mean stays and high productivity of medical personnel (we chose
to use output per doctor, but that per nurse is evidently correlated) implies lower costs
per case treated. There seems also to be indirect confirmation of the usefulness of management policies aimed at increasing productivity11. One day less of mean stay in hospital
11

However, it must be remembered that our analysis does not measure the quality of care.
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Table 3 – Regression coefficients and significance of the variables
Coefficients not standardized

Model

2002

2003

(Constant)
Belonging to
Sicilia Region
Total bed places
% ordinary
hospitalizations
with weight > 2,5
Mean cost per unit
of personnel
% other personnel.
Discharges (total)
per doctor
Type of specialist
organization
Mean stay for
ordinary hospitalizations
(Constant)
Belonging to
Sicilia Region
Total bed places
% ordinary
hospitalizations
with weight > 2,5
Mean cost per unit
of personnel
% other personnel
Discharges (total)
per doctor
Type of specialist
organization
Mean stay for ordinary
hospitalizations

Coefficients
standardized

P>ltl

B

Std. Error

Beta

4,857

2,327

-0,065
-0,023

0,048
0,029

-0,113
-0,064

0,177
0,419

-0,140

0,048

-0,318

0,004

0,469
0,350

0,190
0,131

0,218
0,223

0,016
0,009

-0,670

0,079

-0,747

0,000

0,168

0,047

0,266

0,001

0,284
0,284

0,117
2,329

0,305

0,017
0,903

-0,125
0,045

0,045
0,026

-0,211
0,117

0,007
0,093

-0,101

0,038

-0,219

0,010

0,787
0,486

0,191
0,115

0,330
0,309

0,000
0,000

-0,603

0,069

-0,667

0,000

0,185

0,043

0,287

0,000

0,221

0,096

0,222

0,024

0,040

means a reduction in cost per DRG point by 0,006% and 0,008% respectively in 2002
and 2003. Similarly, an additional discharge per doctor reduced the cost per DRG point
by 0,017% in 2002 or by € 0,603.
The presence of a high proportion of “non health personnel” has a negative effect on per10

However, it must be remembered that our analysis does not measure the quality of care.
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formance, implying an increase in average cost per standardized hospitalization; a 1%
increase in the share of “other personnel” implied an increase in total cost per DRG point
of 0,010% in 2002 and of 0,133% in 2003. Finally, it seems interesting to note that more
complex hospitals have, on average, lower mean costs per standardized case. The
explanation may lie both in the fact that greater clinical complexity is correlated with better organization of services and that the present tariff system overestimates the cost of
major interventions (with a weight greater than 2,5).
3.2.6 Conclusions
The econometric analysis aimed at evaluating the (in)efficiency of public sector hospital
organizations makes it possible to state with sufficient conviction that there are significant problems in the Italian system of publicly funded hospitals on both the financing
side and on that of efficiency.
Though doubts remain as to whether the accounting data are fully comparable – and the
quantitative importance of such doubts cannot be inferred at the present time – some
indications emerge regarding the inadequacy of the present tariff system based on DRG.
Organizations with a single specialty are penalized (at least on paper, though in many
Regions they receive additional financing), whereas those with significant proportions of
highly complex hospitalizations could in some way be favoured.
This last suspicion might, however, be due to the greater efficiency of such organizations
over those with a lower intensity of care; one should also remember that in some
Regions all (or most) hospital organizations enjoy autonomy, independently of their complexity. There also seems to be a clear demonstration of the existence of problems of
technical inefficiency, both from the statistical association of higher levels of productivity
with lower levels of cost, and from the high residual variance both within individual
Regions and at the supra-regional level which cannot be explained by structural factors
or those relating to the nature of the data used (accounting and DRG) tariff data.
Furthermore, the size of the differences (a difference of about three times between the
most costly and the least costly organization and one that is also growing in time) itself
makes it impossible to believe that they depend only on accounting factors or tariff distortions. The foregoing therefore refocuses attention on the technical efficiency of the
hospital system at the centre of attention of health policies.
The DRG have certainly been an incentive for greater productivity, and our estimates
indicate that this has been at least partially transformed into greater efficiency.
Nevertheless, the single tariff fixing criteria for all autonomous hospital organizations
reveal aspects that can be strongly criticised. To provide better incentives for virtuous
behaviour by hospital organizations, it would be better for tariffs to be set by type of
organization, taking account of additional factors such as clinical complexity.
One also finds serious problems in the sphere of structural modifications to the “production organization”. Balanced or unbalanced staffing seems to be of truly crucial
importance for the efficiency of the organizations.
At present, regional financing systems make up for the intrinsic limitations of the present
tariff system, providing additional financing by function, or simply as required. The risk
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is that the logic of “historical” financing may thus come to prevail, nullifying the effect of
the forecasting based system in providing the hospital sector with incentives to efficiency.
The problem is therefore to find new instruments to reward virtuous organizations and/or
penalise others with worse performance.
The results obtained, if read jointly with an analysis of average financing per DRG point
awarded to private hospital members of the AIOP association (Piasini, Spandonaro,
2006), also raise significant problems regarding interpretation of the role as clients performed by the ASL (Local Health Boards). A significant gap (of about 50%) in fact emerges between the cost for the SSR in favour of the use of outsourced/contracted services
as against in-sourced services. The size of the difference does not appear to be justified
by the specific care functions performed by public sector organizations alone, for example emergency services. Rather, it seems advisable to investigate the cost difference in
relation to the factors of production, in the first case personnel, but also supply factors.
The difference is attributable, at least in part, to market distortions deriving from the
extra-moenia activities of public employees.
As already proposed in the 2005 Report, it seems desirable to prepare a classification of
hospitals by performance, both to provide an incentive to organizations for greater efficiency and to integrate the economic and quality elements.
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3.3 - The National Health System
Evolution: Consip’s Support in Processes
Innovation and Health Procurement
Rationalization
Bettacchi R.1 , Russo A.2

3.3.1 Foreword
The Program on the Rationalization of Public Spending for Goods and Services, carried
out by Consip on behalf of the Italian Ministry of Economy and Finance (MEF), is an egovernment project that in time has proved to promote technological and process innovation inside Public Administration (PA), allowing for great progress in efficiency.
The Program’s organizational model has promoted a continuous evolving process
through its procurement tools: framework contracts, PA electronic market, electronic tenders and specific projects in support of the PA. This process introduces important innovations in public goods and services procurement methods, in order to produce benefits
not only in terms of direct costs, but also in terms of supplier service levels and internal
processes simplification.
That is because the aim of the Program is not only to increase efficiency and financial
resources within Public Administration, but also to transform it in a factor of change
within society.
3.3.2 Remarks on Legislative Evolution
E-procurement has nowadays become an integral part of the economic development
policies of all industrialized countries and of the EU as a whole. The full recourse to new
technologies in the area of public tenders has been often proposed and stressed, at a
european level, under the persuasion that e-Procurement is a tool that can stimulate
competition, broadening the market and making it more dynamic, and that can provide
greater transparency, savings and speed in tenders.
In fact, the European Directive3 on the coordination of public tenders awarding procedures for the supply of goods, services and public works, pursues several aims: the adop1

Consip, Health Relations Unit.

2

Consip, Marketing Unit.

3

Directive 2004/18/CE of March 31, 2004, on the coordination of public tenders awarding procedures for the supply of goods, ser-

vices and public works (O.J.E.C. n. 134 of April 30, 2004).
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tion of a single, harmonic and congruous text, as well as law simplification, strengthening
and modernization.
The aim of modernization is pursued mainly through the use of new information and electronic technologies not only when communicating the tender, but during the entire tender process, thus opening the way, for the first time, to an electronic tendering system in
EU member States.
In Italy, the adoption of the Directive has been guaranteed through the passing into law
of the new contracts4 code, a text that, inspired by the principles of public procurement
modernization and law strengthening, introduces a number of so-called “innovative
tools”: central purchasing body, framework agreement, dynamic purchasing system,
electronic auctions and competitive dialogue. Moreover, Consip has already engaged in
a thorough analysis of these tools – especially regarding the framework agreements, the
dynamic purchasing system and the electronic auction – with the aim of evaluating their
possible use within its activities connected to Public Spending Rationalization.
Still at a national level, beginning with the second semester of 2004 and throughout 2005,
the Program on Public Spending Rationalization has undergone various legislative changes aimed at guaranteeing for all Administrations, central and local, full decisional autonomy in deciding whether to use or not the Program’s purchasing system, albeit respecting general economic and saving criteria, and at promoting an efficient cooperation
among all institutional bodies facing similar problems.
The D.P.C.M n. 325/20045 institutionalizes the general principles on which Consip has
always based the pursuit of its activity: equal treatment during tender award, maximum
and total transparency in procedures, widest publicity of its initiatives, broader publicity
on framework contracts goods and services characteristics, etc.
Consip, apart from issuing guidelines and criteria on timing and information spreading
methods to the stakeholders involved, prepares questionnaires aimed at gathering information on good and services quantitative and qualitative aspects required from the PA.
The latter activity meets the goal of making Consip’s initiatives ever more respondent to
the Administrations needs, involving them ever more closely in the requirements identification process. The 2005 Budget Law6 has further strengthened Government’s goal to
reduce, contain and rationalize public expenditure, in order to guarantee the achievement
of the public finance objectives fixed at EU level and establishing that Public
Administration’s overall expenditure must not exceed the previous year’s expenditure for
more than 2%.

4

D.Lgs. 12-4-2006 n. 163 – Code of public contracts relating to works, goods and services supply in adherence to the Directives

5

Decree of the President of the Council of Ministers n.325 of November 11, 2004, published in the Official Journal in January

2004/17/CE and 2004/18/CE, published in the Official Journal of May 2, 2006, n. 100, S.O.
2005, regulates Consip tenders that have not yet been finalized and awarded and confirms general principles and guidelines for
tenders published by Consip.
6

Budget Law n. 266 of December 23 2005 – Art. 1 comma 160: “Also in order to attain systems harmonization local and decentralized expenditure authorities may avail themselves of Consip’s consultancy and support, also through Consip’s territorial branches”.
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3.3.3 Cooperation with the Regional Structures of the RHS (Regional Health
System)
In order to create a system in the public procurement sector it is necessary to implement
initiatives aimed at increasing cooperation and integration levels with local bodies (see
also Budget Law 2006 and the recent MEF guidelines). A thorough regional aggregation
models analysis highlighted that, on the one hand that there are specific areas of intervention and, on the other, there are conducive environments for a synergic approach between local structures and Consip.
Consip, in fact, has implemented and is currently engaged in several cooperation initiatives with local purchasing aggregations (memorandum of understanding, participation in
joint working groups, support to specific initiatives, etc.). The need to build a partnership
with local bodies is particularly felt in the health sector, as in this area most of the Regions
have already adopted a centralized management of their purchases by means of local
demand aggregation. Such a partnership allows for benefits for both parties: on the one
side, Consip consolidates its position as national e-procurement excellence centre and
promotes the local aggregation development, in a framework that is complementary to
its own purchasing system, on the other, local entities pursue their aim of increasing their
portfolio of offers consisting of an appropriate mix of common and specific expenditure
initiatives, know-how increase, specialized services, administrative simplification, process costs reduction, etc.
This scenario is perfectly in line – and in a way a precursor – to the 2007-2011 DPEF
(Economic and Financial Planning Document). With the aim of relaunching and supporting Consip’s development, the DPEF sets as a goal “the creation of a ‘network system’
among the different regional governments responsible for public expenditure. It will be
necessary to identify exactly Consip’s role and to enhance a regional dimension, through
the creation of regional purchasing centres, that will be able to make the best local autonomies requirements interpretation, to manage locally goods and services supply, especially in the area of health... Within this framework, Consip’s mission will carry out several tasks:
a) centralized purchasing manager for central administrations dealing with specific
expenditure initiatives;
b) regional purchasing bodies development facilitator, especially through methodologies
and know-how transfer;
c) national observatory allowing for best practices sharing;
d) technologies and innovative public procurement procedures promoter;
e) responsible for projects aimed at harmonizing information technology platforms, especially referring to the electronic market…”.
The paragraph describing project activities through cooperation with local NHS administrations offers significant examples of projects that have already produced results in
terms of synergies and innovation.
3.3.4 Consip’s New Role in the Light of Legislative Changes
In the course of time, the Program on the Rationalization of Public Spending has focused
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its attention not only in supplying – to Public Administration – advanced purchasing
models aimed at cost reduction and process optimization, but also in the introduction of
a new way of dealing with public procurement, supported by specific and constantly
evolved procurement tools. Such tools, taken all together, dramatically change the traditional process, which is very often characterized by non accepted practices, in favour of
a new process characterized by information technologies. This aspect, in particular, led
the legislator to strengthen and increase Consip’s activity of support and consultancy on
public procurement for goods and services, with the aim of disseminating knowledge
among PA and, when possible, support the replication of the best practices experienced.
This highlights the significant evolution of Consip’s actions and sphere of intervention, as
it no longer interacts with a PA obliged to use its framework agreements. In fact, in implementing its activities Consip today works alongside PA, following two different approaches:
1. Direct support to Administrations through the e-procurement tools (framework agreements system, PA electronic market, online auctions platform and account management).
2. Procurement consultancy and project management, through training programs, sometimes personalized, on e-procurement tools; support to single Administrations in online
auctions implementation (also in ASP7 modality) and development of on-demand specific projects, technological support in the development of autonomous e-procurement
platforms.
Moreover, the gradual introduction of the new and more flexible procurement instruments
introduced by the recent legislation and by the Code of Contracts put Consip in an “ideal
position” as it now has the opportunity to diversify to a greater range its offer of services,
using the most appropriate tool case by case, in relation to the category of product involved and to the needs of the Administrations and, more in general, to the supply market
characteristics. A careful analysis of legislation and of the innovative tools introduced
highlights the fact that the Code expressly safeguards the legislation pertaining to Consip
in such a way as to confirm the opportunity, on the part of Administrations, to make use
of central purchasing bodies. The new tools introduced by the legislation are already in
fact used – in different degrees – by Consip. Consip has for some years been using online auctions (electronic auction) for supplier selection and framework contracts drawing
up and it has been providing MEF’s electronic platform, in ASP modality, to those
Administrations willing to experiment with the new purchasing procedure. For example,
insofar as the National Health System (NHS) structures are concerned, in July 2006 the
Centre of Shared Services of the Friuli Venezia Giulia Region handled and awarded an
electronic tender for the purchasing of “vaccines”. The tender was entirely managed on
MEF’s platform, with the support of Consip. The framework contracts currently offered by
Consip are nothing less than a simpler form of the framework agreements that have been
introduced with the Code, a scenario in which you have a single awarded tenderer and
7

In an online auction held in ASP (Application Service Provider) modality any internet connection (http) allows access and use of
the application services made available. Thus, the user does not have to acquire a software licence, nor any type of hardware, and
he/she can use free of charge MEF’s electronic platform for the implementation of the tender.
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the contract conditions are previously determined. Lastly, the dynamic purchasing
system, albeit with some differences, has many similarities with the PA Electronic Market
(MEPA). In this regard, it is also worth recalling that the DPR 101/028, the basic law for
the MEPA, is still in force and that use of the MEPA on the part of the Administrations
belonging to the NHS is growing (see the chapter on the MEPA).
3.3.5 2005 Activities and Results of the Program Pertaining to the National
Health System (NHS)
3.3.5.1 The Framework Contracts
Coherently with the overall strategy of the Program, the year 2005 has been characterized by
a significant re-balancing of the services offered by the Program, by the strengthening of the
framework contract system, the consolidation of the PA Electronic Market, the development of
consultancy activities supporting Public Administration and the improvement of electronic tender procedures.
Altogether, the results that have been achieved are extremely satisfactory. This is not only due
to the complementary offer of services made available to Public Administration, but also to
Consip’s ability to present itself as the main interlocutor of the Administration on public procurement issues.
In 2005 the activation of several new framework contracts and the renewal of exhausted/expired contracts registered a significant increase in both the areas of covered expenditure9 and
potential savings10. The total volume of expenditure11 generated through the framework con-
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The DPR (President of the Republic Decree) n. 101 of April 4, 2002, introduced new purchasing processes based on innovative
technologies. Apart from the purchasing instruments already used by the Public Administration (private negotiation, open tender,
private tender), it introduces the PA Electronic Market – only for purchases below the EU threshold – and the Electronic Tender
to handle online the entire tender procedure for purchases below and beyond the EU threshold.
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tract system remained at the same level as the previous year.
Chart 1 depicts the general trends of covered expenditure, potential savings and expenditure
generated through the framework contract system, from the starting of the Program through to
the end of 2005.
In 2005 the total value of covered expenditure reached € 13,7 billion, far more over the forecasted value of € 12,5 billion, with an average unit cost reduction corresponding to 16,7%.
Issued orders registered a constant growth trend that confirms the results achieved from the
beginning of the Program to this day, despite the Program’s scarce activity registered in 2004
(due to the publication of DPCM n. 325 only at the end of the year). 2005 NHS covered expenditure reached € 6.288 million. In the course of the year, two new significant health expenditure initiatives were implemented, one on “adult incontinence” and the other on “integrated
management of electro-medical instruments”.
Particular attention needs the NHS Administrations’ participation in the Program on the
Rationalization of Public Spending, in terms of volume of orders issued through the framework
contract system. In fact, the contracts generated expenditure corresponds in 2005 to € 185
million (vis à vis a total generated expenditure of € 945 million). This result is significantly greater than that of 2004. As already mentioned the year 2004 was characterized by the suspension of new tenders (waiting for the publication of DPCM n. 325) and the gradual expiry of the
framework contracts available. On the opposite, 2005 was focused on the launching of new
tenders, and relaunching of the entire framework contract system, that took the better part of
the year. Thus goods and services were available only during the second half of the year.
Moreover, through the year several activities were carried out aimed at ensuring the abidance
with the procedural transparency and accessibility criteria of the Program, in addition to the
strengthening of cooperation with the watchdog and control Authorities in order to ensure full
compliance with market regulations.

9

The term covered expenditure refers to the annual expenditure related to the goods and services that are object of the framework
contracts that have been implemented. A single category of goods/services may be object of more than one framework agreement,
providing cover of the range offered through different tender modalities and timing.

10

The unit cost percentage reduction amounts to the average discount obtained, at the end of the tender procedure, also in relation
to average inflation and to prices currently paid by Administrations for goods and services that are comparable to those object of
the framework contract, both in terms of quality and supplier service levels. A statistical study, carried out in cooperation with
the MEF, ISTAT (National Institute on Statistics) and Consip has produced an accurate identification of average prices paid by the PA for some product categories, highlighting the accuracy of the values that had been estimated in terms
of potential savings. The total potential savings figures take into account also the benchmark effect for those PA that
have bought through the framework contract system and thus must refer to the contracts’ price and quality parameters
when acquiring comparable goods.

11

By framework contract-generated expense, referring to a specific active contract, one may be referring to one of the following:
• cost of ordered goods/services;
• order value for those framework contracts that deal with rentals and leasing;
• traffic value handled through the framework contract (e.g. in the case of fixed-line telephone services).
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Consequentially, in order to avoid long and sometimes costly litigations, a greater support was
given to PA in drafting tender documentation.
Chart 2 depicts in detail the following figures regarding the NHS:
• frame contracts active in 2005;
• the total value of NHS expenditure relating to those contracts;
• the forecasted percentage reduction in average unit costs;
• the value of 2005 NHS framework contract-generated expenditure.
It should be highlighted, as shown in Chart 2, that the NHS uses all the goods and services offered by the Program’s framework contracts.

Chart 2 – Value of NHS 2005 Expenditure and Framework Contract –
Generated Expenditure (in thousands of €)
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The satisfaction level of NHS towards the framework contract system can be easily identified
if we consider that NHS’ participation in the System has grown with respect to 2004. The majority of the health structures is registered to the System and has issued at least one order. The
total number of orders issued, at the end of 2005, was corresponding to 23.406 (compared to
the 19.504 of the previous year). The purchasing officials (PO) of the NHS registered to the
System are 1.633, 1060 of whom registered online.
3.3.5.2 The PA Electronic Market Initiatives
Regarding the Public Administration electronic market (MEPA), the goal for 2005 was that of
consolidating the electronic market development model in a framework that would be integrated and complementary to the framework contract system in terms of openness towards the
market, transparency and support for PA innovation and efficiency.
A special attention should be devoted to the progressive growth of the generated expenditure
registered in the course of the year. This trend confirms the growing use of the instrument on
the part of Administrations and has led to results beyond the forecast estimates made at the
beginning of 2005. Certainly, this result was achieved also through the fidelization of active PO
that received continuative and specialized support. The activities implemented in the course of
2005 have taken two directions:
• on the demand side, a greater and greater use of the tool by the Public Administration, along
with a rebalancing of the relationship between the two different purchasing modalities used: the
direct order (OdA) and the request for quotation (RfQ), the latter initially biased in favour of the
former;
• on the supplier side, the necessary product categories extension and rationalization in order
to offer to Public Administrations a set of products respondent with their expectations, wider
territorial cover linked to a greater number of suppliers qualified to sell on the market.
On December 31st, 2005, the electronic market displayed an overall amount of 190.484 goods
referring to 19 different product categories. On the same date 597 suppliers were qualified with
a great participation on the part of local small and medium sized enterprises distributed throughout the entire national territory. Being an individual supplier able to apply to more than one
tender and thus publish more than one catalogue, the overall number of catalogues corresponds to 771.
In order to determine which product category to include within MEPA, both the purchasing frequency/expenditure levels – on the part of Public Administrations – as well as the adaptability
of the category to the electronic instrument have been assessed. Furthermore, the first electronic markets on services have been tested in the categories of Cleaning and Professional
Training.
The useful cooperation with suppliers’ associations led to a major participation of the enterprises in the several initiatives conducted. This participation starts from the tender document drawing phase (announcement, terms of contract, product technical specifications). The fact of
involving the suppliers since the beginning of the tender process contributed to a greater trust
towards the instrument.
On December 31st, 2005 the health structures PO registered to the electronic market were 261.
The active health services (that is, those services that in the course of 2005 issued at least one
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order through the MEPA) numbered 147, for a total number of 881 transactions, generating an
expenditure of € 4.398.563 (out of a total expenditure of € 29,9 million generated by Public
Administration as a whole). With the goal of supporting Administrations in their qualification and
utilization process, the Ministry of Economy and Finance has foreseen the free distribution of
digital signatures during the course of the year. Some 80 health services requested and benefited from this initiative.
3.3.6 Project Activities Through Cooperation with Local NHS
Consultancy activities in favour of Public Administrations led to the development of various
cooperation and specific support initiatives for which Consip is able to provide qualified competences aimed at promoting the launch of local initiatives and other cross-sector innovative
projects. These initiatives mainly focused on processes simplification, organizational rationalization, technical-merchandising and utilization consultancy in e-procurement tools, with the
aim of reinforcing ties with Public Administrations and of thus giving a significant contribution
to the Program development. The potential projects selection parameters were either objective and closely linked to innovation themes. The selection allowed the dissemination of the best
practices in the area of public procurement.
Among the most significant activities, one may highlight those relating to:
• support in health services internal process reorganization;
• merchandising and legal assistance for feasibility studies on specific categories;
• support in the drafting of tender documentation, also through the implementation of specific
product categories kits;
• e-procurement platform availability for the implementation of electronic tenders.
22 projects were implemented and completed in the course of 2005, 6 of which were specific
for the NHS. The following paragraphs contain a description of two projects that are deemed
to be particularly interesting from the point of view of innovation and processes reengineering,
that may lead to significant savings in expenditure and to a greater efficiency in the services
made available to patients.
3.3.6.1 Drugs Logistics and Health Goods Processes Reorganization in the Health
Structures of Turin Municipality
The aim of the project (enacted by the AReSS – the Piemonte Region Agency for Health
Services) was that of preparing a study in support of the reorganization of the procurement and
stocking processes of drugs and medical supply for the health structures of Turin Municipality.
Similarly to the experience of the health structures of Viterbo (in the Lazio Region), an analysis
of the existing model was implemented followed by the identification of a new model proposing to centralize the warehouses that supply medical and sanitary goods to the different structures, entrusting the actual service delivery to an external agent. The cost-benefit analysis yielded the following four possible scenarios:
• the first scenario calls for the reallocation of personnel in the health structures, while the stock
property remains entrusted to the structures;
• the second scenario foresees that the external agent absorbs part of the personnel, and the
remaining part will be internally reallocated, while the stock property remains with the health
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structures;
• the third scenario calls for a complete internal reallocation of personnel and of transferring the
stock property to the external agent;
• the fourth scenario calls for part of personnel to be absorbed by the external agent and part
internally reallocated, while the stock property is transferred to the external agent.
With the existing model costs amount approximately to € 10 millions.
The estimated initiative cash flow indicates a positive result, with cumulated net savings, at the
third year, that vary from € 4 million in scenario 2 (the best case), to € 1,2 million in scenario 3
at the fifth year (worst case).
3.3.6.2 Health Risk Management Processes Reorganization in the Friuli Venezia
Giulia (FVG) Region
The project deals with the european and national context analysis and with a feasibility study
on the insurance expenditure rationalization (medical responsibility insurance) of the Friuli
Venezia Giulia Region health structures. The study, apart from defining a methodology for the
implementation of a systematic accidents tracing (and related risks tracing), identified two possible scenarios that are described as follows:
• The CSC (Shared Services Centre) becomes the structure entrusted with risk management
for the whole FVG Region. Even though there remains a direct relationship between health
structures and insurance companies, the systematic gathering of all information pertaining to
individual structures insurance relationships allows for the creation of a structured database
and for risk and scenario aggregated level analysis. This analysis constitutes an absolutely significant negotiation lever towards the insurance market, without taking into
account the benefits in terms of administrative savings implied in having announced a
limited number of tenders (even just one) with insurance policies that are structured
according to the risks involved.
• The Region directly entrusts the CSC with the funds required to manage insurance risks, thus
transforming it into a captive insurance company. This captive insurance company is an insurance (or reinsurance) company that is legally on an equal footing with any other company,
belonging to the health structure that uses it to ensure its own risks.
The greater rationalization factor lies with the information heritage on accidents and, obviously,
on any action undertaken in order to minimize them, which allows to make resource to insurance coverage only if really necessary.
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3.4 - Strengthening the capacity
for organizational change in local health
enterprises
Tanese A.1

3.4.1 Organizational autonomy: the state of the art
In the last ten years, the focus of change in health care facilities has been the size of the
organizations. Following the reorganization of the public health system along private business lines, in fact, with the introduction of the so-called “aziende sanitarie”, i.e. local
health enterprises, which have been granted strategic and management autonomy, the
need has arisen to consider the “organization” variable as a lever for change.
The new ‘local health enterprises’ (ASL – Aziende Sanitarie Locali), unlike their predecessors, the ‘local health units’ (USL – Unità Sanitarie Locali), are no longer mere local extensions of the National Health Service (NHS) but independent establishments run according
to business criteria, albeit in partnership with the regional governments. The organizational arrangement too requires the adoption of new more business-oriented planning and
implementation mindsets and tools. Therefore, each health enterprise has been given the
possibility (and, indeed, feels the need) to design and modify its macrostructure, to
“draw” its own organization chart, and to adapt its organizational structures and processes according to its specific needs, without being required to implement a single goodfor-all model and a set of predefined rules and functions.
So, what are the conceptual and operational implications of this organizational autonomy?
First of all, there is a move from an essentially legal and formal to a more instrumental
approach. The rationale of organizational decisions, in a business-oriented perspective,
cannot be based on the mere ex ante application of predefined and universally valid rules,
tenets and models, but on the continuous search for and implementation of organizational solutions consistent with each health enterprise’s mission and strategic guidelines.
The General Manager, as the person responsible for running the enterprise, must constantly adapt both strategy and structure, i.e. the goals and objectives he or she intends
to achieve with the establishment’s internal organization. The one aspect imposes constraints on the other, but at the same time upholds it, in a highly interdependent relationship: excessively ambitious objectives may not be sustainable by the organization,
but, at the same time, the capacity to innovate one’s organization may become a stepping stone for and encourage strategic change and the achievement of higher levels of
performance.

1

Administration Manager of the ASL Roma E, Professor of Business Organization and Marketing and of Change
Management at the Faculty of Social Sciences of the University of Chieti -Pescara.
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A further implication of the new autonomous regulation of local health enterprises is
represented by the “discovery” of the organization’s contingent nature, giving up the
search for an ideal model applicable to all geographical areas and all establishments.
From the mid-1990s, health enterprises have started adopting highly differentiated organizational models, even within the single Regions.
Another implication is the organization’s need for flexibility. No model, in fact, can resist
over the years without highlighting the need for corrections and assessing the actual
effectiveness of the solutions put into place. Many local health enterprises today, in fact,
feature third or even fourth generation organizational macrostructures.
By granting the health enterprises organizational autonomy, the italian NHS has given up
the former pretence of implementing universal and uniform models, which was disproved, in actual fact, by the real and profound differences in health care provision between
the Regions and, within each Region, among the local health units, in order to explicitly
acknowledge the importance of the human resources employed and their capacity to
work together, as a team, to enhance the quality of services and ultimately provide a
public health service living up to expectation.
Therefore, nobody may challenge the fact that, right from their inception, local health
enterprises have been granted broad-ranging powers to innovate organization.
However, from a practical point of view, any reform must be judged not so much by the
(albeit necessary) conditions it creates, but by the capacity of the players called in to
implement the decisions and rules that really change a system. In our case, for example,
the increased organizational autonomy and, consequently, the decision-making powers
vested in the General Managers, have not been sufficient per se to ensure the adoption
by the health enterprises of new and more effective organizational arrangements. This, in
fact, requires the exercise of new and specific skills of organizational analysis and diagnosis, of organizational planning and, above all, of organizational change management,
the more so because these cannot be easily delegated to others.
In recent years, changing the organization of health enterprises, created by merging (or,
in the case of hospitals, demerging) the previous local health units, has not been an easy
or painless task; General Managers, in fact, are required not to run brand new establishments, but to transform a set of existing relations and organizations that were still deeply
characterized by having belonged for over a decade to the NHS, and some of which,
going back even more, still bore the signs of the previous mutual aid system that existed
before the 1978 health reform.
To thoroughly exercise their autonomy and new decision-making powers, the enterprises
(and their General Managers, first of all) should have the capacity to bridge a knowledge
gap and remedy the shortcomings in the overall government of the organizational structures, processes and cultures present in the Italian health system, starting with the local
level.
Ten years on from their establishment, health enterprises must recuperate the original and
profound meaning of organizational autonomy, which cannot be viewed simply as an
attribute, a characteristic of the enterprise descending from its legal status, but must be
considered as one of the key levers for concretely implementing the reform, as a means
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for designing and governing organizational change within the different regional health
systems.
So, what is the state of the art, today, with respect to change? To which extent has organizational autonomy been exercised or is frustrated or encouraged at regional and national level? Which have been the key applications and the limits of a process of organizational development?
Various analyses and research studies conducted in recent years confirm that the organizational element has been and remains both a cornerstone of and stumbling block for
change. The next two paragraphs provide an overall picture of the principal areas of organizational innovation in the decade between 1996 and 2005, followed by several hypotheses for development, taking account of the risks and opportunities that have appeared on the scene in recent years.
3.4.2 Organizational innovation in 1996-2005
In a nutshell, the principal areas of organizational innovation carried out by health enterprises in the decade in question are:
• the reorganization of hospitals into departments;

Fig. 1 – The key areas of organizational innovation in local health
enterprises (1996-2005)
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• the search for new organizational arrangements for the local services (solely for the
ASLs);
• the development of innovatory functions in support of management;
• the rationalization of the technical and administrative support functions.
For each of these areas, the following table contains an analysis of the principal organizational trends and the most widespread nationwide projects.
1. With regard to the first aspect, it is a fact that almost all the health enterprises have
committed themselves, since the end of the 1990s, to reorganization along department
lines, especially with respect to hospitals.
The idea of reorganization into departments, which had already been envisaged by the
Mariotti Reform of 1969, was taken up again in connection with the reorganization of the
public health system along business lines, due to the potential advantages descending
from the grouping together of the structures, not limited to increasing the integration of
diagnosis and care processes (limited within the departments to specialist functional
areas), but above all to the financial and organizational advantages descending from the
possible economies of scale, pooling of resources, and streamlining of the decisionmaking processes. Currently, based on the more recent surveys, almost all hospitals, and
most of the local health enterprises, have re-organized themselves into departments.
This process has taken place according to different timescales, procedures and solutions, based on the grouping criteria of the operating units, the choice between functional or structural solution, with respect to the form of department, or the grouping of operating units within the same establishment (according to a “vertical” department model),
or belonging to different establishments, according to the “horizontal” model.
The reorganization of hospitals along department lines has been characterized, in recent
years, by several criticalities and trends:
a) first of all, a widespread tendency to view departments as a solution in itself, a sort of
prerequisite, only to discover, over the years, that it is very hard to transfer the department-based structure into the organizational processes and cultures; hence, as widely
highlighted by several research studies, the risk of defining the departments ‘only on
paper’, without supporting their practical implementation with suitable design, implementation and organizational development processes, often hindered by staff opposition
and the pre-existing organizational arrangements;
b) a greater focus on the structural and regulatory aspects of the departments, but a lesser focus on building up the processes, resources and skills needed to implement them;
hence, the widespread weakness of the department as a macrostructure capable of
actually becoming, within the health enterprise, a strong and common point of reference,
for both the bottom and the top, with respect to planning activities, managing resources
and assessing results;
c) the gradual shift, in the more recent applications, from functional departmental models
– in which the Operating Units grouped together share common objectives but limited
resources, and the Department Chief carries out coordination functions – to predominantly structural models, the prevailing aspect of which is the pooling of resources and
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the hierarchical and management role of the Department Chief; the organizational and
management purposes underlying this renewed interest in the hospital Department, in
recent years, require that more powers be handed over to the managers and that the subordinate Operating Units be obliged to jointly plan and manage the Department’s objectives and resources; obviously, in this case, the following aspects become very important,
the appointment of the Department Chief, his or her legitimation by the health enterprise
board, the effective operation of the department bodies, and the implementation of structured programming, management and result-assessment processes;
d) a more recent (essentially conceptual) approach is focusing on diminishing the hospital department’s role as a form of organization and viewing it primarily as a management
support tool; this is an attempt to refocus the reorganization process onto its clinical and
professional components.
2. Also with regard to health care services, another key aspect of the reorganization process in recent years has concerned the local services. Unlike hospitals, in this case the
formal solutions are highly heterogeneous because, at the establishment of the health
enterprises, the services were very differently organized and developed, geographically.
Despite the fact that the applicable legal provision (Legislative Decree 229/1999) re-iterated and strengthened the core importance of the so-called ‘social and health care district’ (distretto socio-sanitario), not only as the physical provider of the services, but also
as a model for collecting information on the health care needs of the local communities,
the reorganization processes put into place by the health enterprises have not been
straightforward and have had to take account of two criticalities, as follows:
- on the one hand, the existence, within the local services, of structural departments (in
the fields of Mental Health, Maternity and Childcare, Rehabilitation, Addictions,
Prevention, etc.), which inevitably create a matrix based organization crossing the geographical dimension of the district with the specialist-functional dimension of the single
fields of action; now, since the departments, in most cases, are more consolidated than
the districts, from an organizational and professional point of view, they naturally form the
stronger axis in the matrix;
- on the other hand, the more contingent and networked feature of the district model,
compared with the hospital department, and, therefore, the greater difficulty of filling it
with content; districts, in fact, unlike departments, are not the result of the grouping together of pre-existing or similar structures, but of the need to rethink, integrate and differently provide services that can be highly heterogeneous, or of the introduction of new
services; to organize a district means to build a network of services comprising primary
care, continuing care, between the hospitals and the communities, the integration of
social and health care services, managing pharmaceutical expenditure, etc. These are all
areas that one can hardly think of as “models”, but which require an enormous capacity
of adaptation and ad hoc planning, based on the characteristics of the local communities, of the degree of development of the public and private sector service providers, but
also of the health care cultures and behaviours within the communities.
Hence, in this case, unlike the case of hospitals, the quest for new organizational arrangements, at local level, is still under way. Moreover, it has become increasingly clear, in
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recent years, as a result of the abovementioned centrality of the management processes,
that the two aspects of reorganization – hospitals and local services – appear as two different aspects of the same problem. However, it is still very difficult to come up with solutions and to achieve organizational integration, in view of the increasing dimensions to be
taken into account (local, specialist-functional, professional) and the broadening framework of the relations and interests concerned, with the involvement of the local stakeholders.
Lastly, it must be stressed that – besides enhanced integration between hospitals and the
Regions they serve, and, perhaps, precisely as a result of this – the health service reorganization process in recent years has supported, alongside the actions relating to the
organizational structure, the redesigning of the processes and the establishment of health
care networks. Organizational processes and networks appear increasingly decisive for
moving away from a “static” view of the organization, which interprets change exclusively
as a re-arrangement of the structures and levels of responsibility (boiling down to simple
changes in the organization chart). The truth of the matter is that health enterprises operate through care provision and management processes, whose quality and efficiency
affects the end result much more than the structure, and, likewise, health enterprises are
increasingly required, with respect to the performance of these processes, to interact and
cooperate with other partners belonging to both the public (other health enterprises, local
authorities, environmental protection agencies, universities) and the private (accredited
service providers, businesses and cooperatives supplying goods and services, financial
institutions) sectors. In brief, the organization of health enterprises can no longer be kept
within the narrow confines outlined in the applicable regulations, and increasingly coincides with a network of (internal and external) relations, which cannot be easily – nor usefully – separated.
3. A third area of intervention, with respect to the processes of organizational innovation,
concerns the strengthening of the management staff functions. The aim of this intervention in the macrostructure appears a common one, regardless of whether there is a single management staff, or three different directorates: general, health and administration:
strengthening the decision-making and strategic management processes of the health
enterprise. Some previously non-existent, or very weak, functions, within the former USL
units, in fact, have been set up or strengthened, such as strategic planning, management
programming and control, organizational development, communication and relations with
the public, marketing, clinical engineering, personnel assessment and training. Several
researches have highlighted the trend, in health enterprises, of structuring and placing
these functions directly within the responsibility of the management, and to ensure that
they develop rapidly, mainly by means of the acquisition of external skills or the rapid
requalification of the internal staff.
Also with regard to the staff functions we may identify several common trends:
- a high degree of dynamicness: unlike the other fields of innovation, the reorganization
of the staff functions, in recent years, has featured a rapid and continuous development;
since these roles require a special relationship of trust with the management, their structuring often appears temporary and, to a certain extent, precarious: staff offices and func-
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tions may appear and disappear, the staffing may be rapidly increased or diminished and
change name, manager and dedicated professional figures;
- the increased indeterminacy of the role: the staff structure, responsible for carrying out
functions generally with a high innovatory content, which predominantly require an
investment in intellectual and intangible capital, is less directly involved in line functions
in the direct management of the services; at the same time, however, by possessing
significant knowledge and competencies for the management of the health enterprise, it
can take on an important weight and power within the enterprise;
- reduced organizational criticality: generally speaking, the organizational design of the
staff functions requires a lower investment of time and energy than the health departments or districts, because they are functions that do not possess clear standards or
models, nor, as a rule, a set of consolidated experiences within the enterprise, which may
act as a natural resistance to change.
4. Last but not least, another area of organizational innovation is that of the technical and
administration services. Unlike the foregoing cases, the interventions implemented in this
field have focused less on the organizational structures and more on the management
processes and formulas, and, in particular:
a) the rationalization and integration of procedures, through the automation, application
of the regulations for streamlining red tape, the spreading of e-procurement and of other
innovatory forms of procurement;
b) the choice of centralization or decentralization of activities, generally aimed at strengthening the unitary management of the function (e.g., centralization of the tendering procedures, HR management, document filing and registering, disputes handling and
accounting) and decentralizing the operational management of the resources (personnel
management, monitoring the consumption of goods and services, settlement of invoices);
c) the decision to outsource activities and services, especially with respect to real estate, property and assets (building maintenance, systems and installations, IT network),
hotel services (cleaning, laundry, catering) and logistics (storerooms, transport), albeit
according to differing procedures, in terms of the financial assessment of the make or buy
alternatives, of supplier selection procedures, and, above all, of contract management
and assessment of the services supplied;
d) more recently, the search for inter-enterprise partnerships or networking (centralized
tendering procedures covering a vast geographical area, establishment of consortiums,
setting up of inter-enterprise departments, projects for the unified management of storerooms, etc.), which undoubtedly represent the principal challenge to organizational innovation in the forthcoming years in this field.
3.4.3 Limits and perspectives of organizational change
for health enterprises
The dynamism typical of health enterprise organization in the last ten years is the tangible sign of the absolute importance of organization, and evidence of the leverage created by the organizational autonomy in which health enterprises operate.

[189]

CEIS Health Report 2006

However, we must ask ourselves, on the one hand, whether or not the change brought
on by these processes has been effective, and, on the other hand, whether health enterprises really are so autonomous. The hypothesis, in fact, is that there are elements within
the NHS which, in our opinion, may influence and greatly limit both the effectiveness of
change and the degree of autonomy of health enterprises.
Rather than actual limitations, what we’re talking about here are potential risks, i.e. any
backward trends due to certain structural elements, and the concrete characteristics
taken on by the reorganization carried out in recent years, which aspects should be
analysed and understood in order to avoid any negative consequences. For the purposes of such an analysis, following is an overview of several perspectives along which to
redirect and relaunch the processes of organizational change in health enterprises (see
fig. 3).
1. The first aspect that should be taken into account is the risk of the progressive coincidence between the health enterprise Bylaws and the organisation. In recent years, in fact,
the conviction has taken root, that the Bylaws are, substantially, the document by means
of which the health enterprise lays down its organizational model. Which conviction is
based on the cases in which the regional guidelines for drawing the Bylaws explicitly
envisage that in it the health enterprises must also include an overview of the enterprise’s
structure, and of the relevant tasks and duties. Moreover, there are many health enterprises that – regardless of the directives issued by the regional governments – consider the
Bylaws as their principal organizational tool.
Although it is understandable that the Regions may want to promote the uniform organizational development of the health enterprises, by means of the Bylaws, this tendential
identification between the Bylaws and the description of the enterprise’s organizational
structure could lead to possible failings, such as:
- first of all, the tightening of the processes for changing the health enterprise’s structure, which would be subjected to the procedure for the approval and amendment of
the Bylaws, with lengthy timescales and authorization processes that would contradict the idea of organizational autonomy and flexibility inherent in the concept of
health enterprise;
- secondly, the mistaken identification between the enterprise organization and the list of
its structures and, consequently, with the positions with respect to which to make the
executive appointments, leaving in the background all the aspects relating to the processes, projects and any other form of organization unrelated to a precise structure;
- the loss of a more incremental and progressive vision of organizational change, which
should provide for the drafting of a Plan – a project of change – rather than through final
Bylaws, which would seem more appropriate for setting out the general principles, the
mission and the institutional structure of the enterprise, to enhance the transparency of
its action, rather than to define, in a detailed manner, the specific organizational solutions
adopted;
- lastly, there is the risk of lapsing back to a more legal and formal, rather than substantial, approach of the organization, in which form prevails over substance and the structure, once it has been defined, appears to restrict the health enterprise’s capacity to deve-
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lop, rather than a variable to be changed and constantly adapted to the strategies pursued and concretely implemented.
One way in which these restrictions may be avoided, in our opinion, lies in the building of
enterprise bylaws limited to defining the institutional and strategic “framework” within
which each enterprise may go about its business, while delegating to other tools (such
as the organization Plan, application rules, internal organization documents) the task of
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defining and managing the processes of organizational change. Therefore, it would be
expedient if the Regional governments issued not too restrictive directives and guidelines, with respect to the contents of the Bylaws; by limiting the organizational autonomy
of the health enterprises the opposite effect is obtained of deresponsibilising them with
regard to the exercise of a discretionary power of self-organization.
The organization Plan, unlike the enterprise Bylaws, should represent the process of
change consistently with the strategy (which could be defined in a Strategic Plan), long
term, with all the possibilities of changing in progress based on the emergence of new
needs or the assessment of the results achieved (see fig. 2).
2. A second limit to the prospects of organizational development of health enterprises is
the absolute predominance of interventions on the organizational structure. All too often
organizational change is identified with the formalisation of new structures (at both macro
and micro-organizational level): the establishment of departments, the modification of
simple or complex structures, the setting up of new coordination or specialist structures.
In short, organizational change seems to be reduced to structural solutions, through
which to take account of all the possible criteria of aggregation of the simple units. For
example, within the local services provided by a health enterprise a series of elements
may coexist, such as the geographical element (the district), the specialist-functional element (the departments and offices) and the professional element (medical, psychologists
and sanitary professions). It is often the case that, in order to meet all three of the abo-
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vementioned elements, the health enterprise envisages the coexistence of a number of
structures (the district, the DSM and the office for the medical professions), e.g. a nurse
or may also include the services of a social assistant, in either hierarchical or functional
terms. The organization of hospitals too seems to have been concerned, in recent years,
by the pervasive introduction of departments, rather than by the quest for new innovatory solutions in care models.
Moreover, the identification of organizational change with change to the structure is generally strengthened by the collective employment agreements for managers, which tend to
create a very strong relationship between management positions and the structures in
their different degrees of complexity, leaving scarce little space to the promotion of the
professional skills or to differential salaries outside of natural career progression related
to the degree of complexity of the direct structure.
Organizational change, however, is not achieved solely through changes to the organizational structure, but above all through a redefinition of the processes, the development of
the operating and management systems, communication and personnel motivation
actions.
It must be acknowledged that a health enterprise is a very complex organization, characterized by a multiplicity of production lines and different structure differentiation criteria; the organizational “matrix”, which crosses different organization criteria, is irreducible. Hence, instead of searching for simplification and solutions for complexity, by constantly redesigning the organizational structure, it is necessary to put into place other
tools and processes capable of promoting integration (project groups, interfunctional
teams, interdepartmental processes, etc.).
In other words, management of organizational change is always rather problematic and
the risk that health enterprises run is often that of limiting change to formal reorganization. The weakness of the organization plans and the emphasis on the abovementioned
Bylaws, may, ulteriorly, strengthen this trend.
3. A third possible obstacle to the organizational development of health enterprises is the
difficulty to capitalize on the experiences and competencies developed over the last ten
years. Only rarely, in fact, have the processes of change followed a linear path; very often
the changes of government organs, like the obstacles encountered in the implementation
of certain models, lead to a questioning of the decisions already taken and the tested
solutions. It happens that, often, the organization’s structure is changed without first
having collected and shared sufficient elements of assessment of its strong and weak
points. This can generate a condition of instability or precariousness within the organization, which is not the same of flexibility but is transformed into uncertainty. This is the
case, for example, of many small hospitals, which, over the years, have often been targeted with discordant projects ranging from closing down to reconversion, from upgrading to selling off, without a clear plan being made. Another example is that of the health
districts, which are always indicated as key elements for meeting the needs of the community and are then very often systematically weakened by the lack of resources or of
well-defined development projects.
Although the first years of the reform implementation of the reorganization of the health
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units along business lines were unquestionably a time in which new organizational
models were introduced and compared, thus paving the way to innovation, today we are
witnessing, in certain cases, a backward trend, a state of “organizational tiredness”; the
managements of health enterprises are change, one reorganization project follows another, but the critical problems hindering the proper operation of health enterprises remain
unresolved.
In short, the processes of organizational training – to be considered as such – require the
“institutionalization” of new models, new organizational routines, capable of replacing
previous models and rationales; on the contrary, health enterprises are often plagued by
cultures and behaviours that hinder and strongly resist any attempts at organizational
innovation, and which re-emerge stronger than before each time change is announced
but never implemented.
This way, we are running the risk of losing the great wealth of innovation accumulated in
the last few years. It would be expedient to promote – at national and regional level – a
greater systematization and spreading of knowledge on innovatory models and solutions,
circulate information on successful tests and good practices, focus attention on certain
significant issues (clinical governance, social and health care integration, administrative
and management processes, to mention but a few), in order not to dampen the drive
towards change and to capitalize on the experience and studies conducted at national
level.
But also within the single health enterprises it is indispensible to include change in a continuous and rooted distance in the organization’s life and history, finding the way, for
example, to acknowledge and capitalize on the peaks of excellence, not to question any
successful solutions, to enable the advancement of the organizational knowledge and
competencies of the players. The autonomy and plurality of professional cultures within
a health enterprise are a potential obstacle to organizational integration; to transform any
opposition into a drive for change there is no other way than to develop these professional skills by sharing strategic goals and acknowledging the capacity for innovation from
the bottom.
Limited investments on human resources and professional skills is one of the major
obstacles to change and strengthens the potential break-up factors of the organization.
4. These observations are related to another aspect of organizational change in health
enterprises, which has become critical and concerns the personnel management tools
and processes. It is remarkable that so large and complex organizations, in terms of
quantity and quality of the human resources employed (suffice it to mention the aboveaverage percentage of graduate personnel, compared to other public and private sector
undertakings), still feature predominantly traditional and scarcely-evolved human resources management systems. There can be no innovation without an entirely new vision of
human resources as assets to be capitalized on. This is not the place for a discussion on
innovatory human resources management tools, from recruitment to training, from career
coaching to assessment. The adoption of these tools, also consistently with the current
employment contracts, is unquestionably a prerequisite for steadily advancing organizational learning.
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With regard to this issue, the health enterprise managements sometimes run the risk of
setting up or strengthening staff functions (also with respect to personnel assessment or
training) that are prejudicial to the development of line services, which are responsible for
human resources management. Underlying these situations there is the conviction that
technical and administrative services may be broken down into “traditional” and “innovatory”, ensuring to the former a certain continuity of organization and investing more on
the development of the latter.
This arrangement, however, underestimates the potential for innovation inherent in
resources management processes (budget, procurement, human resources) and the
strong integrated nature of these processes; if the staff functions (such as management
control, for example, or organizational development) are unable to positively affect the
quality of line functions, or are re-absorbed in them, the health enterprise can hardly produce stable and lasting change.
5. Last but not least, there is another aspect concerning relations between the health
enterprise and its public and private sector stakeholders. As mentioned earlier, these
relations are of core importance for the purpose of organizational innovation, especially
in connection with the development of service networking policies.
In this field, the risk to be avoided is not to take into account the mutual nature of these
relations. Health enterprises are often viewed by the private sector stakeholders as competitors (for the services they provide), financers (in connection with the procurement of
goods and services), authorities (for their supervisory and inspection activities); but if the
focus were to be shifted to organizational innovation processes, health enterprises and
private (as well as public) stakeholders must necessarily become partners. Cooperation
must be viewed as the willingness to pool resources in order to accomplish change,
which cannot become the responsibility of only one of the players because this would
make change non-sustainable. Private sector suppliers, local authorities, pharmacies,
businesses, associations are the stakeholders who should play an increasing role of
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cooperation to achieve the development of the local health systems. The most successful examples of organizational innovation, to date, are those grounded precisely on a different relationship between the health enterprise and the local community and, generally
speaking, with the other institutional, business and social stakeholders.
Hence, our last observation, which we believe concerns the core aspect of change and
the capacity to build new systems of accountability and participation at local level. Health
enterprises cannot be considered only in the light of what they purchase and produce,
but must interpret their mission as a player capable of guiding and sharing, with the regional government, first and foremost, and with the other players operating in its environment, a system of governance for the health of citizens, economically sustainable and
with a medium to long-term outlook. Thus, organizational change unites with institutional
and social innovation, and this is, perhaps, the perspective of change to which we must
make reference to rethink the very concept of organizational autonomy and to identify, for
the next five years, new space for action for health enterprises.
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3.5 - The Balanced Scorecard: a comparison
between three international organizations
with different aims and settings
Ferrari D.1, Greco S.2, Merlini L.3

3.5.1 Introduction
The aim of this paper is to illustrate the most leveraged set of actions employed in a number of efforts to introduce the Balanced Scorecard (BSC) internationally4. The authors do
not intend to supply a comprehensive and exhaustive description of the case in point but,
rather, will be focusing on the unique and distinctive features of three organizations that
were ideally suited to applying the BSC systematically: Ente Ospedaliero Cantonale
(Italian-speaking Switzerland), Agència Valenciana de Salut (Spain) and Vinzenz-Gruppe
(Austria).
This report aims to emphasize how healthcare organizations have applied their own version of the Balanced Scorecard, how that version differs from the original theory put forward by Kaplan and Norton, and how the amazing diversity that can be seen among the
BSC systems currently in place is largely due to at least two main reasons:
• differences in the type of healthcare organization applying the BSC (i.e. whether it is a
public hospital, a network of care facilities, a private hospital, a local healthcare unit, etc.);
• differing expectations as to the nature of the BSC itself (i.e. whether is it seen as a strategic control tool, a communication tool, a tool for defining and allocating incentives, a
tool for streamlining the IT system, etc.).
3.5.2 Ente Ospedaliero Cantonale della Svizzera Italiana
The Ente Ospedaliero Cantonale (EOC) was created in 1982 to bring all the public hospitals of the Italian-speaking Swiss Canton of Ticino under the same strategic management. Over the intervening years, this newly formed public corporation has significantly
improved performance standards as regards the efficient use of resources, effective
treatments and coordinated service delivery.
1

Università della Svizzera italiana e Scuola Universitaria Professionale della Svizzera Italiana.

2

Università della Svizzera italiana, Ospedale Regionale La Carità di Locarno e Clinica Hildebrand Centro di riabilitazione di
Brissago.

3

Università della Svizzera italiana e Ospedale Regionale La Carità di Locarno.

4

The information contained herein is based on papers presented during the Balanced Scorecard workshop organized by the
Association Latine pour l’Analyse des Systèmes de Santé (ALASS), staged by the University of Italian-speaking Switzerland in
Lugano on 2 June 2006.
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However, to manage a multi-site hospital that includes 7 acute care facilities and 1 rehabilitation clinic with a total of about 1.000 beds, 36.000 patients and 320.000 admissions
per year, administrators are required to make important decisions not only as regards
defining strategy, but also communicating strategy to employees and constantly monitoring performance towards achieving strategic goals (strategic control).
In that respect, the implementation of a strategy map (Figure 1) and a BSC gave EOC the
opportunity to translate strategy into a simple set of indicators, and bring individual performance levels in line with group strategy. This latter aim underlies an incentive system
whereby a portion of management compensation is related to the achievement of individual and group objectives according to the BSC, which thus becomes an effective negotiating platform within the Management by Objectives5 system.
The first pilot BSC was introduced in 2002 at the “La Carità” Regional Hospital in
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Figure 1 – EOC Strategy map
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Additional details concerning the BSC negotiating model and implementation method at EOC can be found in (Greco et al.,
2005).
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Locarno, the aim being to test its validity before Head Office decided to implement it in
other facilities belonging to the multi-site hospital.
The EOC management clearly did not overestimate the strategic significance of BSC: it
was found capable of illustrating corporate strategy more systematically, but certainly did
not lead to an overall redefinition of existing strategy which had been in place for years.
Indeed the risk of losing cause-and-effect consistency among the aims of various key
performance areas and the invariably complex quantification of non-financial indicators
is a constant threat to the BSC model as defined by the hospital.
3.5.3 Agència Valenciana de Salut
Unlike the previous example involving a multi-site hospital, the Agència Valenciana de
Salut (AVS) is an entire regional healthcare agency, largely comparable to Italy’s Regional
Healthcare System. The regional healthcare agency of Valencia was set up in 2003 and
includes 21 healthcare departments, or districts, for whom it establishes healthcare
policy and provides the necessary institutional framework for allocating resources to fund
the care offered. Somewhat similarly to the Italian local public healthcare unit (Azienda
Sanitaria Locale), each AVS department has its own administration, which manages
resources, organizes services and coordinates professional staff. Approximately 45.000
full-time staff are employed in the area for which the AVS is responsible, who manage
some 400.000 annual admissions and more than 50 million primary care consultations.
As regards the use of the Balanced Scorecard, it should be noted that the AVS actually
used the BSC approach to set up its strategic action plan. Figure 2 illustrates the AVS
strategy map showing clear evidence of the underlying BSC approach. It sets out expected outcomes, stakeholders, internal process action levers and future growth drivers.
The BSC model is comprised of 4 perspectives, 3 stakeholders and relative value propositions, 7 interventions and 4 future growth issues. All this amounts to 24 strategic
objectives, related to 43 indicators.
It is particularly interesting to note that the traditional economic/financial perspective has
been defined more broadly as “outcomes”, based on the need to clearly state that the
main goal of AVS is to deliver healthcare services that meet the expectations of the population, while maintaining the economic sustainability of the overall reference health care
system.
In putting together the BSC model, AVS was determined to define the internal processes
perspective in the utmost detail, and accordingly set out an impressive 15 key performance areas, thus clearly identifying the numerous actions that AVS intended to leverage. The BSC system adopted by AVS is unique in that its role is to optimize strategic consistency between the corporate level and the individual departments. The strategy map
for the whole organization can in point of fact be viewed as a corporate strategy map,
insofar as it provides a benchmark for the action of the individual departments. This is
because there is a risk that the department strategy plans could diverge from the overall
plan of the whole organization.
The following two criteria are used to analyse the consistency of the 21 local plans with
the corporate strategic plan:
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Figure 2 – AVS Strategy map

• contribution – i.e. whether a department does or does not directly contribute towards
achieving a corporate goal;
• degree of alignment – i.e. the percentage of goals set by each department that tie in
directly with a corporate goal.
The matrix illustrated in Figure 3 emphasizes the systematic approach adopted, wherein
the two extremes are depicted in square 1 (worst case) and square 4 (best case). The
situation reflected in square 2 (high contribution and low alignment) could be caused by
too many department objectives, while square 3 might be due to objectives too small to

[199]

CEIS Health Report 2006

have a significant impact on the overall AVS goals.
Worth noting also are the three additional initiatives adopted by AVS to support the effective management of the BSC system, which is highly complex due to the size and diversity of the area to be monitored. These initiatives are comprised of:
• a planning office whose role is to oversee and ensure that actions are implemented,
make processes reliable and support teams when necessary;
• the integration of the BSC system with other tools such as a) the department program
contract defining the latter’s goals and relative funding channels, and b) the system esta-

Figure 3 – Possible alignment scenarios between AVS and departments

Contribution

+

-

-

2. Department that
contributes considerably
towards achieving AVS
goals but is seldom
in line with them

4. Department that is
consistently in
line with AVS goals
and contributes
considerably towards
achieving them

1. Department that is
seldom in line with AVS
goals and contributes
little towards achieving
them

3. Department whose
objectives are very much
in line with the overall
goals set out in the AVS
map, but contributes
little towards achieving
them

Degree of alignment

+

blishing career pathways and variable compensation packages;
• an on-line website accessible to members of management, designed to upgrade management skills, and promote horizontal communications and learning.
3.5.4 Vinzenz-Gruppe
Vinzenz-Gruppe (VG) is the name of a group of private clinics run by a religious order (the
Order of Saint Vincent). VG is a market leader in Austria and comprises 6 acute care
hospitals with a total of 2.100 beds and around 6.000 staff. The structure is typical of that
of a group of companies headed by a Holding company that operates a series of centralized services. The services delivered by VG hospitals are considered to be in a class of
their own compared to standard Austrian hospital care: not only do they offer more spe-
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cialties, but what sets them apart, in the eyes of patients/customers (i.e. the Unique
Selling Propositions), are the quality of care, personal attention, pleasant atmosphere for
in-patients, and cost effectiveness.
It was decided to adopt the BSC approach as part of a strategic change designed to
reposition Vinzenz-Gruppe on the market by:
• redefining the group’s portfolio of activities, in terms of both consistency and effectiveness;
• enhancing their political clout;
• acquiring new facilities;
• identifying new strategic partners.
For VG, the BSC model is based on the following 5 perspectives or axes:
• strategic success;
• financial;
• customers and markets;
• internal;
• learning and growth.
The main difference between VG and the two abovementioned cases lies in the financial
perspective, which is justified by the private ownership structure of the group.
VG adopted a particularly interesting approach towards defining indicators, using the 4
dimensions illustrated in Figure 4.

Figure 4 – Dimensions employed by VG to define indicators
Timeframe

ex-ante

ex-post
Format

qualitative

qualitative

internal

external

financial

non financial
Dimension
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In a nutshell, VG was able to achieve the following results above all by clarifying future
strategic guidelines following the introduction of the BSC system:
• a shared vision (by the Board of Directors, Management and Order of St. Vincent);
• redefined mission statements, as per critical masses;
• a set of clearly defined plans and priorities;
• a business plan for the Holding company and for each Group hospital;
• a list of possible acquisitions (hospitals and clinics);
• a more corporate, though still Christian, mindset;
• better alignment between the organization structure and the new strategies, e.g. by
reviewing membership of the Board of Directors;
• definitely stronger political support at the local, regional and national level.
3.5.5 Conclusions
Based on this analysis of three different setting, it is obvious that it is too soon for the
healthcare industry to consider implementing the Balanced Scorecard in terms of the original model defined by Kaplan and Norton. Instead, numerous variants have arisen from
the different ways in which the subject has been approached. The authors believe there
are several critical factors associated with the specific corporate setting that actually
determine how closely the ideal model can be replicated.
When comparing public with private organizations, the multidimensional aspect appears
to be the foremost discriminating factor: in the private sector, the 4 perspectives tend
more often than not to be divided with a view to better understanding the factors that
determine profit; conversely, in the public sector the economic performance is viewed as
a partial and incomplete goal, alongside many other non-financial aims that the BSC
should at least identify. If economic performance is thus a necessary but insufficient condition for hospitals, then the environment is obviously complex enough to require tools
such as the Balanced Scorecard which, once they have become entrenched, should help
to reduce the complexity level itself. Moreover, the multidimensional factor also leads to
a different analysis of perspectives: in the private sector the accent is primarily on the
economic aspect while in the public sector the economic perspective is never far removed from that of the customer/patient. Hence yet another difference regarding the focus
on financial resources, which is obviously less acute in public organizations and a less
trenchant factor in steering healthcare policy.
Another element that determines the gap between the ideal model and the cases described here concerns the unique nature of healthcare organizations. Being skills-based
organizations par excellence, hospitals are unrelentingly faced with the problem of having
different categories of professionals operating under the same roof. The BSC should be
able to help hospitals foster better dialogue, participation and cooperation between
management and professionals: the problem of finding causal links between the economic perspective and the customer perspective could be solved if such links were part and
parcel of relations between the parties (i.e. managers and physicians) who could actually
influence these perspectives through their actions. The organization would thus gain
greater benefit from the links formed between people than from those enforced determi-
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nistically or quantitatively.
Hence the interpretation of the Balanced Scorecard by healthcare organizations more as
a means of communication than as a management tool.
And lastly, compared to most businesses that apply the model, some hospitals lack the
appropriate tools and skills to effectively support the development of the Balanced
Scorecard, while others overload the BSC with too many objectives and outcomes.
Differences such as these could well get in the way of imitative processes that might
otherwise develop among organizations operating in the same environment.
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3.6 - Relationships between Balanced
Scorecard and activity based costing
Frittoli G.1, Granzotto S.2

3.6.1 The Balanced Scorecard and the Activity Based Costing
During the eighties, critics of management accounting systems were developed and their
“lost relevance” on the real needs of the management was pointed out3. The demand for
intelligence for the management control has greatly increased in the last 20 years. One of
the elements that most affected this demand (increasing and satisfying it at once) is the
development of information technology. The possibilities of collection, communication
and availability of data have greatly increased; at the same time, and as a consequence,
needs for information and control increased too. Management experts and companies
have responded to the crisis of measurement systems with many experimentations and
new management accounting systems more suited to new technologies and new management “philosophies” (total quality management, just in time, reengineering, …). The
most meaningful experiences are about cost management techniques, “activity based”4
systems, and speaking of management control, the Strategic or Advanced Management
Accounting (SMA or AMA) became successful5. On this article, we will discuss the relation between two of these methodologies: Balanced Scorecard (BSC) and Activity Based
Costing (ABC), showing the connections between them and illustrating the opportunities
that their usage may give. We will focus on their usage in the health care industry; for the
description of those methodologies, you can find more in-depth explanations on the
bibliography6.
Kaplan7, in response to a question regarding the relationship between BSC and ABC,
answered that they are “complementary”. The analysis of their relationship is all but unim1

Ce.Ri.S.Ma.S. Centro di ricerche e studi in management sanitario.

2

Chief financial Officer of Fondazione Sospiro.

3

Johnson and Kaplan (1987).

4

With “cost management” we refer to target costing, kaizen costing, life cycle costing, … With “activity based systems” we refer to

5

There is a wide bibliography on this issue. We suggest here two “classics” of management accounting: Kaplan and Atkinson (2000),

Activity Based Management (ABM), Activity Based Costing (ABC), Activity Based Budgeting (ABB).
and Horngren, Foster, Datar (1997).
6

Here are some works on performance management that we suggest: Cooper e Kaplan (1988 e 1991), Adkins (2006) Simons
(2000, 2005); about ABC and ABM: Brimson, Antos (1994), Bubbio (2001), Casati, Vichi (2002) and Cooper (2005);
about BSC, of course besides Kaplan and Norton’s works (1992, 1996, 2001 e 2003) we suggest Baraldi (2005) the most complete analysis of both methodology and its application in health care industry.

7

Kaplan and Norton (1992, 1996, 2001, 2003) invented the Balanced Scorecard.
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portant for healthcare industry, as the kind of services they offer and their organization
can get a great added value from ABC and ABM. As stated by Kaplan, ABC as a cost
accounting system can’t measure the value of the service given to the customer, because the ABC system identifies the cost drivers of an organization and the actions useful to
reduce costs, maintaining the same services to the customers. BSC instead, identifies
the value drivers of the corporate strategy and a new management system to align organization to strategy8.
ABC is seen as an “analytical application” that can «better measure the economic value
for shareholders and customer care management». So the two systems, ABC and BSC,
can integrate well9. It is a widespread opinion that Activity Based Management (ABM) is
a basic instrument to implement BSC, is almost a prerequisite for its success. ABM is a
powerful analysis tool for process performance, that affects overall corporate performance. ABC is a basic component of ABM, but can also be applied singularly.
ABC and ABM have different perspectives:
1. ABC analyzes activities that generate value, allocating costs based on drivers, which
are in turn related to activities; therefore it is useful as a support to defining mid-term strategies.
2. ABM also promotes resources optimization without compromising quality of services,
but from a different point of view: identifies causes of costs generation, that is “how”
costs are generated and then how they can be reduced. As a matter of speaking, ABM
responds to the “next question” of an ABC analysis (that identifies cost drivers without
asking about the quality of processes and their improvement).
In this sense, we can describe the ABM perspective as operational, and ABC perspective as strategic. The Critical Success Factors (CSF) perspective represents a link between
BSC and ABM. Identifying variables that are critical to corporate performance, illustrates
the need to focus on related activities, this way suggesting the level of details that the
corporate accounting system must have10. Control system becomes strategic cost management. It is likely that the analysis might also involve evaluations about output value. The
main problem is with measures: a single product/service can be made by a lot of elements of the value chain and it is hard to find the right parameters for an effective evaluation. Pertinence and quality indexes offer a good solution. We won’t develop here a
critic about the effectiveness of those indexes. We state that their individuation can be
considered a satisfying measure of the added value of an activity that’s being analyzed.
Obviously, we can determinate its economic value only within an ABM system.
3.6.1.1 Applying ABM to healthcare industry
According to management theories, ABC is more effective in sectors with strong compe8

See Kaplan and Norton (2001).

9

See Kaplan and Norton (2001).

10

It is essential to have a horizontal information system –this means interfunctional, able to show the key data of all the activities.
It’s just as important to map all the connections among activities, analyzing all of the elements that can influence the process result.
This way, the relationship between the accounting system and CSF – related strategic evaluations is evident.
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tition and/or focus on product costs (price competition). Health care industry, in Italy
(above all for public companies) doesn’t seem to have such characteristics. So, why
should be ABM applied?
a. because it sets focus on processes. The implementation of an ABC accounting system
requires a deep study of processes. To correctly allocate overheads used to deploy a product / service, an analysis of how much time every resource is used must be done; this
will become the basis to quantify the economic values. Time analysis necessarily involves studying the production processes.
b. Because it’s closer to clinicians’ way of thinking. Such an analysis, that focuses on
resources usage (diagnostic services, sanitary support services,…) it’s closer to everyday
work of clinicians. Appliying ABC in a hospital means focusing on diagnostic-therapeutic
treatments (cure of a pathology; managing urgent patients, …) to evaluate on all of their
steps11.
ABC can support management by analyzing activities under different perspectives. If, for
instance, corporate priority is improving productivity or efficiency of a service, the “cost
objects” would be the product/service lines, while if some pathologies or patients’ typology must be analyzed, these will be the cost objects. So, we can understand why ABC
can be effective as a decision support tool: by identifying value generating processes,
they can be optimized and their usage can be improved in a continuous improvement
system. One of the weaknesses of standard accounting systems in health industry is in
estimating the unit cost figures for support sanitary services. ABC is more effective on
this issue, this is why it can be useful in health industry and can integrate well with BSC.
Useful, because management needs a point of view that doesn’t polarize on cost centres, but on activities that take place in the hospital (admissions, requests to diagnostic
services, major and minor surgery, consultancies): that is, on processes. Or “on patients”,
as clinics would say.
3.6.2 Applying BSC in hospitals
BSC in healthcare industry, according to the analysis on experiences made abroad, is
well known and widespread: not a theoretical model, but a concretely workable solution12.
In Italy, the only available survey is the one by Ce.Ri.S.Ma.S., that points out that BSC is
not well known yet, and “pioneer” companies are now working on the start up phases of
their projects13. Experiences started in these years involve mostly companies located in
northern and central Italy. The implementing process of those instruments requires years
of work and constant legitimating by the corporate management. Of course, a critical fac11

One of the way to maximize the effectiveness of ABC in healthcare industry is to relate the maximum number of activities (that
is: the maximum of costs) to the patient. ABC shows its effectiveness in multiproducts / multiservices environments. In healthcare, this means grouping patients in homogeneous groups and consider these groups (i.e. family of pathologies) as services provided by the hospital. Therefore, management will have answers on profitability of these groups (comparing DRG rates and
costs) and on quality of diagnosis processes.

12

See Baraldi (2005), p. 262.

13

See Baraldi (2005).
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tor is that General Managers usually last less that the time required to implement the
BSC! It will be interesting to monitor how BSC will spread in healthcare companies
because this methodology helps solving a very important managerial need in this
industry: to conjugate strategy with planning and control systems. Budgeting sometimes
is considered as a stand-alone exercise; a performance control tool for employees; a performance control tool for the ward. The hardest challenge for management is making
P&C systems a part of their strategic control system14.
3.6.3 Complementary and synergies between ABC and BSC
Whatever are the instruments chosen to communicate strategy and measure its effectiveness, it is fundamental that they are able to orient the organizational behavior.
Analyzing the economic-financial perspective of a process (in healthcare industry we
can think about the cure of a pathology, some diagnostic procedures, etc.) instead of
a cost center or a department is more meaningful for the subjects that must make
good use of it.
For this reason, the ABC “language”, compared to traditional accounting systems’, is
much more similar to the one used by physicians – with an assigned budget.
BSC as the unique corporate strategic language, even though differently implemented
at different organizational levels, has the advantage to use homogeneous measures
and definitions – users will use and view them differently according to their position.
At a strategic level, concerning the financial perspective, BSC aggregates cost data
to build a corporate balance sheet. Using advanced or standard accounting tools
makes no difference at this level, because data are so aggregate that can’t offer different views. But at a more operational level (department and ward level, aggregate
strategic data drill-downs,…) ABC helps transforming scorecard measures in operational instructions.
Therefore, ABC has two functions:
1) at a strategic level it translates strategic directions into financial objectives that are
clear and measurable;
2) at an operational level it makes financial objectives more comprehensible, translating them in evidences of value generation or not-generation; it better addresses
behaviors, giving more accurate cost information on products and services; it makes
together all the business units involved in the same diagnostic process, addressing
14

On this issue, BSC in healthcare industry can be very effective because:
1. Overcomes the personnel’s distrust on performance measurement tools that looks like they’re built to evaluate the single person. BSC has a wide, strategic vision that it’s more likely to be accepted and less “menacing” for professionals that might be not
used to submit to numeric evaluations. It looks at the future and not at the past like other measurement systems; it creates coherence between strategies, performances and resources allocation.
2. It promotes a control system focused on outcome, on processes and not just to the economic dimension; therefore it gives emphasis to the most relevant points of view for professionals (quality of services, outcome, clinical issues).
3. Last, BSC is a powerful communication mean: it can translate corporate strategy at all levels, from top management to the
single unit, with a single, effective and widespread language.

[207]

CEIS Health Report 2006

behaviors in a coherent way, and bypassing dichotomies “customer-supplier”.
So, BSC and ABC concur to create a holistic solution, that merges different vision and
perceptions of the corporate activities. On different levels, both concur to empower
strategic, organizational and operational behaviors.
We have just seen that BSC and ABC are complementary tools and they both concur
to reach strategic objectives from different points of view: coherent behavior, management awareness, continuous improvement, focus on processes and on best practices. So we can expect that they are also mutually complementary: implementing one
can help to introduce the other one and their concurrent usage can dramatically
improve performance15.
The relation between the two methodologies is yet to demonstrate: is ABC that supports BSC, or vice versa? Or both affirmations are true?
According to what we have stated above, and to the experiences shown below, it
seems hard to define a hierarchy of the two instruments even if usually ABC is considered as a component of the BSC. It is possible to use BSC as a tool to implement
an ABC system, or see both as elements of a most complex activity-based management system.
3.6.4 Using ABC to establish and empower BSC
The evolution of the BSC concept, developed according to its success, suggests that
when the Balanced Scorecards becomes the main instrument of strategic control,
ABC and ABM become part of it, giving visibility to endogenous and exogenous factors that employ resources and generate costs16. A recent study17 investigated the
complementary effects of BSC and ABC on organizational performance.
This research has been conducted on 83 manufacturing units of American corporations that had implemented both techniques; it shows that, concerning organizational
performance, the ABC implementation in an organization using BSC can help improve the production processes.
Further investigating on the synergic effect of ABC on BSC strategic objectives, the
authors analyzed what is the effect of the application of ABC on the key performance
indicators of BSC on all the 4 perspectives. The result is that all the standard BSC perspective are positively influenced by the implementation of ABC.
We can infer that the implementation of ABC promotes the introduction and application of the BSC, and also contributes effectively to achieve the organization’s strategic objectives18.
3.6.5 Using BSC to establish and empower ABC and ABM
More studies investigated the usage of BSC, to verify if BSC can promote the appli15

See Newing (1995).

16

See Newing (1995).

17

See Jacobs e Maiga (2003).

18

See Dowless R. (1997).
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cation of the ABC and, in general, of an Activity based management system.
The American army medical department management decided to switch to an ABM
system, so they chose to implement BSC at first19. The aim was to transfer the top
management strategy along the hierarchy. The strategic plan, that had a five year
duration, was translated into yearly objectives and initiatives through the BSC. And
BSC has been also used to define the yearly objectives of every unit. Yearly objectives
were integrated with activities that would promote ABC; in particular, the quality of clinical processes was enforced.
We can suppose that transmitting corporate strategy with the BSC can be a solid starting point to implement managerial systems coherent with it. We already stated that
one of the most important characteristics of the BSC is its effectiveness in communications.
To implement both BSC and ABC, the IT support is critical. The possibility to manage
multidimensional data (economic, activity, quality datasets), “bidirectional” data (from
top management to every business unit and vice versa), and a well-timed reporting
system, these are all key elements for a successful introduction of both ABC and BSC.
According to many operators in the strategic software business, what is more interesting for managers and entrepreneurs – especially in innovative businesses with strong
R&D investments – is in the correlation between initiatives/projects and value building.
Correlation must be fully clear to the subjects involved: visibility creates awareness
and helps aligning behaviors. This is one of the advantages of the Balanced
Scorecard.
3.6.6 Conclusions
ABC then becomes an instrument of the BSC, i.e. contributing to the value analysis
into the financial perspective, and giving useful information for the internal perspective, with cost accounting of activities and critical processes. «Only an ABC model can
accurately trace organizational expenses to a procurement, manufacturing, distribution, or delivery process. So a properly constructed ABC model is central to measuring costs in the BSC’s internal perspective»20.
Obviously, when corporate strategy has costs control as a priority, or the understanding of the relationship between costs and a wide range of products/services (this is
the case of health companies) the ABC offers the most effective instruments to understand the trends.
BSC has the strength and capacity of a knowledge model; it can give such a support
as an interaction, communication and brainstorming tool, that it is a must-have instrument for any enterprise, including the healthcare ones.
We end this article with Kaplan and Norton’s words, answering to a question about the
priority in adopting the two systems. BSC or ABC comes first?

19

See Holt (2001).

20

See Kaplan and Norton (2003), p. 85.
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They answered that probably, enterprises willing to make clear their own strategy and
align their organization to a new customer driven strategy will find out that BSC has
an higher immediate priority level, while enterprises that must focus on cost escalation, on wide spreading of products/services and on cost competition, should begin
with an ABC system. Anyway, they think that organizations can get benefits from both
the systems, so to measure and manage value and cost drivers21.
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3.7 - The management of healthcare
processes
Casati G.1, Marchese E.2, Roberti V.2, Vichi M.C.2

3.7.1 Clinical Governance
The concept of Clinical Governance appeared, for the first time, in the 1998 United
Kingdom National Health Plan entitled A First Class Service. This was based on a systematic observation of the great variability that exists in the healthcare sector concerning
healthcare organizations as well as single health professionals working inside them,
responding to the needs of different diagnosis and conditions3. That evidence has been
stigmatized signalling that, since patients and their families more and more informed on
healthcare treatment matters, those great variations “prompted doubts in their mind
about the overall standards of care they may receive”.
Clinical Governance establishes a wide range of actions, but one of its basic features is
that it needs to declare national clinical standards that must be delivered to patients, defined with a great involvement of professionals, and systematically compare the clinical
performance of each healthcare organization.
Clinical Governance does not substitute managerial issues in the role they play; it is an
attempt to integrate them with new tools and methods needed to pursue the mission of
healthcare organizations (to administer to the healthcare needs of citizens), while respecting the nature of activities performed (difficult to be standardized) and considering the
limitations implied in measuring performance referring only to monetary outputs.
Economic boundaries have to be considered as a part of a Clinical Governance model.
Healthcare organizations will therefore consider the objectives outlined for them by the
National Healthcare Service as broad, including economic and efficiency targets along
with quality standard targets, subsequently making sure to manage their processes in
order to achieve them.

1
2
3

Amministratore Unico, Sanità & Management Consulting Srl.
Partner, Sanità & Management Consulting Srl.
The National Health Plan itself offered examples. “In one Region, amongst 35 surgeons, rates of mastectomy for breast cancer
varied from nil (meaning all women had breast conservation surgery) to 80%. The average was 18%”.

[213]

CEIS Health Report 2006

3.7.2 Healthcare management by processes
During the last decade, there has been a rising interest on clinical pathways4 and tools,
initially applied in an inpatient setting, that allow for the representation of activities,
resources and expected outputs for each time flag that marks the progress of a process,
as it develops throughout a determined organization. Those integrated plans of care are
a basis for tracking variance that normally takes place in everyday practice, in a continuous quality improvement fashion.
For developing a care pathway, representatives from the different professions or disciplines produce a single draft with the support of staff (from quality or controlling staff, or
from medical direction), that usually looks like the one presented in the table5.
The columns distinguish the main phases of the pathway, together with the setting and
timing for the completion of each episode. Details of the characteristic activities are
reported beneath each column, organized by care categories, and expected intermediate outcomes.
The care pathway is therefore the tool underlines the best productive process of a determined organization (reference pathway) and that allows, through the systematic evaluation of the variance that arise benchmarking on it the management of single patients (real
pathways), to promote continuous quality improvement6.
Process knowledge is the basis for benchmarking the pathways and professional standards of other organizations from guidelines (in the form of recommendations), from
scientific literature or from Clinical Governance programs. That benchmarking itself can
bring to a completely different pathway (target pathway) which, in order to be implemen4

Many studies have evidenced that, during the Nineties, clinical pathways acquired a growing popularity in the USA, Australia,
the UK, the Netherlands and Belgium, and in many western countries. The same movement has been endorsed, in the last decade, by the Italian National Health Service. The interest towards care pathways has been determined by the growing number of
early applications both with national and regional plans and regulations. National laws established the duty to develop clinical
pathways since 1996, and all regional Health Plans have been asking health trusts and districts to fulfil that objective with
regard to specific diseases and interventions. The development and auditing of integrated healthcare plans with the aim of promoting continuous quality improvement is required by ISO certification, the European Foundation for Quality Management
model (EFQM), Italian public institutional accreditation and by the Joint Commission model (JCAHO - JCI).

5

Usually, this representation of the pathway is the same used for monitoring purposes, tracking variances on single patients on
separate sheets together with the reasons why they occurred (patient’s specific conditions or compliance, organizational problems,
professional choices due to the perception of determined opportunities or risks…). Activities can therefore be detected that arise
too early or too late, missing activities, activities that take place in ways and with times which differ from the expected and, last
but not least, a variance is tracked each time the patient does not meet expected outcomes, and all that this implied in the management of his/her pathway.

6

In practice, two different approaches have been spreading about the way a continuous improvement cycle can get started on a
care pathway. One of them starts from the recognition of the different ways a process actually performs and chooses the best; the
other starts from the statement of standards the process should assure and subsequently deploy it on organizational constraints
and actual performance. In both cases, knowledge of the different disciplines and scientific research results determine the contents
and in which ways they should be used in the pathway; having at the same time a clinical, organizational and economic relevance.
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Table 1 – Pathway for st elevated acute miocardial infarction
Infarto
Miocardico ST
elevato

Emodinamica: Coronarografia,
Angioplastica

Valutazione

Osservazione monitoraggio

Monitoraggio ECG e invasivo pressione
arteriosa e SaO2
Controllo tracciato (1 INF)

Indagini

Trattamenti

Tricotomia, posizionamento, accesso
venoso periferico (2 linee), trasporto in
sala
Inibitori della glicoproteina: tirofiban
secondo schema di somministrazione
(consumo 1 flacone / 1,5)
Eventuale morfina
Coronarografia (riferimento: 20’, 1MED, 2
INF di giorno, altrimenti 1)
Prima dello stent: aspirazione del trombo
(catetere export)
Uso del pallone.
Riferimento: Stent (ind 95%) – non
medicati (driver) salvo situazioni particolari
Dispositivo emostatico (angioseal
perclose starclose)
(1 MED e 1 INF di supporto per tutta la
procedura, da 10 a 40’)

Mobilizzazione,
sicurezza

UTIC prime 24 ore

UTIC seconde 24 ore, poi
Cardiologia degenze
trasferimento in Cardiologia degenze (degenza di
riferimento: 5 giorni)

Valutazione clinica
All’arrivo: VAS, Anamnesi
complessiva (INF)
Diagnosi infermieristica e
pianificazione percorso
infermieristico

Valutazione clinica
Passaggio di consegne al trasferimento e
accompagnamento paziente in cardiologia

Valutazione necessità di
dimissioni protette
Programmato follow up a
1-2 mesi

Monitoraggio continuo ECG,
Pressione (non invasivo o invasivo),
SaO2
Dolore 1v / turno; T 2v/die
Bilancio parziale ore 12 e 18, totale
ore 6
Controllo polsi periferici, sensibilità,
sanguinamento punto di inserzione
(in media 6 volte nelle 24 ore)

Monitoraggio continuo ECG, Pressione (non
invasivo o invasivo), SaO2
Dolore 1v / turno; T 2v/die Bilancio parziale
ore 12 e 18, totale ore 6
Controllo polsi periferici, sensibilità,
sanguinamento punto di inserzione (in media
6 volte ogni 24 ore)

PV 1-2v/die
Peso e BMI prima della
dimissione
Prosegue con telemetria al
trasferimento in reparto,
per almeno 48 ore
Telemetria per 24 ore in
predimissione

Enzimi (Troponina, CKMB massa,
Mioglobina) ogni 3 ore per prime
12 ore, successive ogni 6
PTT ogni 6h
ECG 12d; Rx Torace (se non fatta
in PS)

Enzimi (Troponina, CKMB massa, Mioglobina)
ogni 6 h
Batteria esami di base: Emocromo, VES,
Urine, Urea, Bilirubina diretta e totale, Calcio,
Cloro, Colesterolo tot – HDL – LDL,
Creatinina, Gamma GT, glucosio, GOT, GPT,
Potassio, Proteine tot, Sodio, Trigliceridi,
Elettroforesi, Ferritina, PCR, lipoproteina (a),
PTT
ECG 12d

In predimissione:
Ecocardio, emocromo,
VES, elettroliti (Astra 8),
esame urine
ECG 12d a riposo in
predimissione (eventuale
da sforzo)

Mantiene 2 aghi cannula, gestione
terapie e medicazione accesso
venoso
- Clopidogrel (75 mg) os
- inizio terapia con betabloccanti,
con carico iniziale (atenololo - 1
bolo di 5mg iv seguito da 50 mg*2
os; metoprololo - 50 mg os 2v;
bisoprololo - 1,25-2,5 mg)
- inizio terapia con aceinibitore
(lisinopril 20 mg os; ramipril 5mg
os)
- inizio terapia con statine
(simvastatina 20-40 mg e
parvastatina 20-40mg)
- continua Eparina non frazionata
oppure sc
- Inibitori della glicoproteina per
12-18 ore da angioplastica
- ev lasix IV; ev potassio IV

Sospesa terapia infusiva; mantiene 2 aghi
cannula
prosegue terapia impostata

Prosegue terapia
impostata con aspirina,
aceinibitori, statine,
clopidogrel, betabloccanti
Rimossi aghi cannula
Eparina sc per i primi 1-2
giorni
Prescrizione terapia
domiciliare:
- aspirina
- statine
- aceinibitori
- betabloccanti

Paziente a letto, aiuto completo
nella assistenza di base (INF 90’)

Paziente a letto
Mobilizzazione in poltrona prima del
trasferimento

Programma
mobilizzazione a stadi (1
stadio / die)

Dieta leggera
Fisiologica

Dieta libera

Nutrizione idratazione

- Digiuno
- Fisiologica (continua)

Digiuno prime 12 ore – poi dieta
leggera; Fisiologica

Educazione
paziente e famiglia

Consenso informato alla procedura
Spiegazione condizioni cliniche (paziente
prende visione condizioni coronariche)

Verifica comprensione del percorso Sostegno psicologico e informazioni
seguito e del suo stato
aiuto nell’accettazione della
malattia

Valutazione psicologica e
educazione sui fattori di
rischio, assunzione terapie

Traguardi per il
paziente

Riapertura della coronaria
Riduzione o scomparsa del dolore
Riduzione o scomparsa tracciato ECG
sopraslivellato (riduzione del 50%
sopraslivellamento complessivo e stenosi
residua <50%)

Assenza sanguinamento punto di
inserzione
Riduzione o scomparsa del dolore
Assenza aritmie
Paziente Orientato
Paziente non con catecolamine in
corso

Stabilità clinica (no
recidive ischemiche)
Assenza di aritmie
Criteri di dimissione da
ricovero ordinario
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ted into real pathways, needs to intervene on organization, on professional skills, on the
introduction of new technology, on logistics, on available resources, on the responsibilities of personnel.
Through the definition of a target pathway, process knowledge becomes then the driver
to exit from an auto-referential cycle (because in time the benchmarking of a local standard with the local performance loses its promoting strength) and to evaluate the introduction of more relevant changes, in the appropriate time and setting, by the definition
of a re-engineered pathway.

3.7.3 CeBePS – The Italian centre for benchmarking processes in the
healthcare sector
The Italian centre for benchmarking processes in the healthcare sector (acronym
CeBePS), managed by Sanità & Management Consulting Srl with the partnership of
AstraZeneca Spa and Pfizer Italia Srl and in collaboration with Eurosoft Informatica
Medica Srl, was founded in 2004 with the aim of benchmarking care pathways. It initially
took into consideration inpatient settings, that are the output of local initiatives that each
participant health organization develops independently.
At the end of two years of activity, the proposal for joining CeBePS has generated a network of 65 institutional participants, more than one-fifth of all Italians public health organizations.
The target number of pathways expected to be included in the CeBePS database by the
end of 2006 is 100.
CeBePS distributes benchmarking data, in a concise and analytical form, to participants
with three main objectives:
• consent, through a consultation system, to explore the processing performance of
other organizations;
• support participants in developing benchmarking analysis, thus targeting best practices that deserve more in-depth knowledge;
• promote quality management, through the imitation of those best practices.
Both the summarized and the detailed reports, organized by specific diagnosis and procedures, provide sets of organizational, economic and quality indicators7 (the latter specific to the condition considered and still being developed by participants that have
already studied the process8), computed on each CeBePS process received and presented with the name of the healthcare organization (reports are not anonymous). Each
process reports the last update, number of patients treated and the completion of a
variance tracking.
7

There is one separate report for each one of these three dimensions. CeBePS also provides a tool that allows the single participant
to weigh the different indicators and to obtain the synthesis performance indicator in a minimum number of three (one for each
single dimension).

8

In CeBePS reports, at the site www.samaco.it, drafts of indicators are available for inguinal hernia repair, COPD, stroke and
total hip replacement.
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Total personnel
expenses (€)

Monitoring dates

Total personnel
expenses (€)

0
0
0
0
0
0

2,43
1,34
0,33
10,49
0,37
-

0
0
0
0
0
0

1
1
3
1
1
1

12
10
14
3
8
10

12 41,48
9
10
2 4,70
8 74,85
10
-

65,31 80,42
59,81 128,22
94,60 85,20
119,21 440,34
50,34 216,96
47,32
Total personnel
expenses (€)

19
35
24
11
21
54

65,31 252,22
94,71 265,05
446,14
69,55 69,80
305,98 825,64
488,71
-

Monitoring dates

Total diagnostic
costs (€)
Total diagnostic
costs (€)

3
5
3
3
4
4

Total diagnostic
costs (€)

1
1
1
1
1
1

Last update

No
Si
No
Si
No
No

05/12/2004
02/11/2004
26/08/2004
28/04/2004
02/09/2004
18/05/2005

Monitoring dates

Total drug
costs(€)

27/06/2004
21/06/2004
01/06/2004
26/10/2004
11/07/2004
07/07/2004
01/07/2004
19/12/2005
14/05/2004

Total drug
costs(€)

No
No
No
Si
No
Si
No
No
No

Total drug
costs(€)

Long term of
stay (ord.)

164,22
446,06
285,17
132,50
268,68
307,68
296,71
462,55
60,62

Long term of
stay (ord.)

28,21
75,96
45,76
81,40
41,63
132,10
38,32
48,95
31,97

Long term of
stay (ord.)

Days of process

5,21
9,38
3,01
1,92
2,95
5,24
81,14
-

Days of process

n. of access

0
0
0
0
0
0
0
0
0

Days of process

1
1
1
1
1
1

n° hospitalization
activities per day

n° prest.
ambulatory
n° activities
hospitalization
n° prest.
ambulatory
n° activities
hospitalization

0
0
2
0
0
0

33
49
33
58
167
118
189
72
35

n. of access

233
373
200
100
500
100

0
0
0
0
0
0

5
4
5
5
5
5
5
5
5

n. of access

A.O. Fondazione Macchi - Varese
AO Ospedale San Salvatore - Pesaro
ASO Maggiore della Carità - Novara
AO San Carlo Borromeo - Milano
AO Santa Corona - Pietra Ligure
AO S.Giovanni Battista - Le Molinette

2
1
0
0
1
1

1
1
1
1
1
1
1
1
1
n° hospitalization
activities per day

Inpatient hospitalization for acute COPD

1810
869
450
943
2000
1096

0
0
0
0
0
0
0
0
0

Last update

n° hospitalization
activities per day

A.O. Fondazione Macchi - Varese
AO Ospedale San Salvatore - Pesaro
AO "S. M. Angeli" - Pordenone
ASO Maggiore della Carità - Novara
AUSL di Reggio Emilia
AO G.Salvini - Garbagnate

1
1
1
1
1
3
0
4
1

n° prest.
ambulatory
n° activities
hospitalization

Surgical cataract
treatment

300
262
190
310
184
481
109
200
330
patients

AUSL di Reggio Emilia
AO Fondazione Macchi - Varese
ASL 20 Alessandria e Tortona
AO Ospedale San Salvatore - Pesaro
ASO San Giovanni Battista - Torino
ASO Maggiore della Carità - Novara
AO S. M. Angeli - Pordenone
ASL 9 - Ivrea
AO San Carlo Borromeo (MI) - Pediatrico

patients

Surgical treatment of
inguinal hernia

patients

Table 2 – Public indicators in CeBePS project reports for the economic and organizational dimension

Last update

No
No
Si
No
No
No

04/11/2004
27/06/2004
23/08/2004
18/07/2004
09/02/2005
08/09/2005

follows next page
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14

-

1120,67 1182,72 No

14/11/2004

100 3
200 3
773 0

1
1
1

0
0
0

4
4
1

403 10
407 14
7
7

-

166,28
309,84
297,01

-

No
No
Si

16/09/2005
30/06/2005
06/07/2004

Days of process

Monitoring dates

Last update

118 2

1

0

7

349

8 125,00

84,99 1255,12

Si

26/02/2005

733 5

1

1

7

526

6

21,83

164,57 755,90

Si

25/07/2004

20

1

1

23

77

15

-

43,28

-

No

29/11/2004

Days of process

Long term of
stay (ord.)

Total drug
costs(€)

Total diagnostic
costs (€)

Total personnel
expenses (€)

Monitoring dates

Long term of
stay (ord.)

n. of access

Monitoring dates

45

Total personnel
expenses (€)

Total personnel
expenses (€)

2

Total diagnostic
costs (€)

Total diagnostic
costs (€)

0

Total drug
costs(€)

Total drug
costs(€)

1

Long term of
stay (ord.)

n. of access

401 1

Days of process

n° hospitalization
activities per day

n° prest.
ambulatory
n° activities
hospitalization

05/12/2004
15/09/2004
25/07/2004

n° prest.
ambulatory
n° activities
hospitalization

372 8 692,94 960,35 1158,96 Si
43 12 61,78 469,55 397,10 No
281 7 675,43 1097,72 827,70 No

n. of access

ASO Maggiore della Carità - Novara
AO Santa Corona - Pietra Ligure
AO San Carlo Borromeo - Milano
ASL 8 - Chieri

5
2
4

n° hospitalization
activities per day

Surgical cholecyst
calculosis treatment

0
0
0

Last update

n° hospitalization
activities per day

ASO Magg. della Carità - Novara
(intervento + riabilitazione)
AO Santa Corona - Pietra Ligure
(intervento)
ASL 8 - Chieri (riabilitazione)

1
1
1

Last update

2
0
1
0

5
5
3
4

141
43
13
23

0
4
0
4

80,56
10,24
7,99

Si
No
No
No

30/03/2005
07/11/2004
28/10/2004
08/10/2005

100
86
999
100

1

n° prest.
ambulatory
n° activities
hospitalization

Coxarthrosis: surgery
for hip replacement
and rehabilitation

9
3
237 1
20 3

patients

ASL Valle d'Aosta (trombolisi)
ASO San Giovanni Battista - Torino
AO Santa Corona - Pietra Ligure
(trombolisi)
AO Ospedale Mauriziano Umberto I
- Torino
AO Ospedale San Salvatore - Pesaro
ASUR Zona 5 - Jesi
ASL 1 - Nocera Inferiore

patients

Inpatient hospitalization for
ischemic ictus

patients

Table 2 - follows from previous pege

2
4
0
3

0
1
0
1
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61,59 520,77
86,11 856,00
129,60 94,10
119,10 154,99

Total drug
costs(€)

Total diagnostic
costs (€)

Total personnel
expenses (€)

Monitoring dates

362,10
200,42
168,92

No
No
Si

02/11/2005
20/09/2004
09/01/2005

Long term of
stay (ord.)

Total drug
costs(€)

Total diagnostic
costs (€)

Total personnel
expenses (€)

1
3
6

Total personnel
expenses (€)

0
0
0

7 5,29 625,32 671,90
9 759,10 735,62 620,88
7
438,17
7
39,17
Total diagnostic
costs (€)

7
9
369
38

Total drug
costs(€)

1
1
3
2

Long term of
stay (ord.)

0
0
0
0

Last update

Si
Si
Si
No

12/09/2005
30/06/2005
30/09/2005
20/12/2004

Last update

10 10
No
73 10
240,09 1267,79 Si
561 10 370,24 229,87 1569,26 Si

Some synthesis indicators, for the organizational and economic dimensions, are public
and divulgated quarterly through project reports to all Italian healthcare organizations for
promotional purposes (to give evidence about the systematic differences that always
exist between pathways and to encourage further applications for CeBePS).
In addition to public data, all participants have access to detailed reports and the detail
of indicators monitored and transmitted to CeBePS.
For the future CeBePS activities, plans are to:
• strengthen significantly pathway gathering activities;
• improve the quality of data. Aside from a number of good quality pathways, others are
incomplete or often contain methodological bias (pathways are very detailed but do not
represent the features of local practice; or pathways of categories which are too broad).
Those bias and incompleteness are clearly identifiable in the detailed reports;
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Monitoring dates

Long term of
stay (ord.)

3,20
23,94

Monitoring dates

Days of process

-

Days of process

n. of access

4
3
4

Days of process

1
1
1

35
3
17

n. of access

120 0
150 2
90 5

n° hospitalization
activities per day

n° prest.
ambulatory
n° activities
hospitalization
n° prest.
ambulatory
n° activities
hospitalization

1
1
1
1

2
1
2

n. of access

ASL 8 - Chieri
ASO Maggiore della Carità - Novara
AO Santa Corona - Pietra Ligure

0
0
1
0

0
0
0
n° hospitalization
activities per day

Hip fractures in the elderly
(surgical treatment)

292
91
190
91

Last update

n° hospitalization
activities per day

AO Busto Arsizio (PTCA prim)
ASL - Reggio Emilia (fibrinolisi)
ASUR Zona 5 - Jesi (fibrinolisi)
AO Ospedale San Salvatore - Pesaro

1
1
1

n° prest.
ambulatory
n° activities
hospitalization

ST-elevation MI treatment

50 1
580 0
728 1
patients

ASL 8 - Chieri
AO Santa Corona - Pietra Ligure
AO S. M. Angeli - Pordenone

patients

Vaginal childbirth

patients
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10/08/2005
25/05/2004
02/09/2004
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• shift the attention of participants from the simple consultation of comparison reports to
the development of benchmarking analysis able to arrange processes on a performance
scale given by a set of priorities.
A great interest arises from participants in exploring new fields to implement the method
of care pathways and to define common criteria for them in the development of pilot projects. The areas interested are those of integrated care networks (i.e. for severe psychiatric diseases or for paediatric diseases and disabilities), administration processes (such
as budget and personnel performance evaluation), support clinical processes (such as
laboratory tests, radiology tests, blood transfusions, rehabilitation).
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3.8 - Private health insurance and out of
pocket expenses: protection levels
Borgia P.1, Doglia M.2, Spandonaro F.3

3.8.1 Introduction
Private Health Insurance contributes to improve the family coverage from health expenditures (OECD 2004).
Health expenses may have an excessive and sometimes unsustainable impact especially
on families with medium/low income (Doglia, Spandonaro 2005).
On the other hand, even average/high income families often tend to request opting out
from the National Health System (NHS) and frequently pay for private healthcare.
So it is evident the need for an health insurance more capable of protecting low income
families and offering higher income ones a broader opportunity to choose between
public and private assistance.
Nonetheless, the Private Health Insurance sector (PHI) still has a marginal role in the
Italian market.
Premiums collected by the 93 Insurance Companies operating in Health sectors during
the year 2005 have been € 1.716 million, which represent only 4,7% of the total insurance for damages premiums and approx. 1% of the Italian Health Expenditure.
To understand why Health Insurance is so limited in Italy, we have analyzed the burden
of OOP (Out Of Pocket) expenditure of insured and not insured to evaluate the degree of
health insurance coverage.
We began from our previous studies, where we found some evidence demonstrating that
insured households surprisingly seem to spend more or at least equal to the uninsured
ones (Borgia, Doglia, Spandonaro 2005).
By studying the healthcare expenditure differences of non-insured and insured households we have made some considerations on the actual coverage degree of health insurance policies and possible action to improve their social interest.
3.8.2 Data and Methodology
This study has taken into consideration data from a variety of sources (Bank of Italy,
ISTAT, OECD, NOMISMA, CEIS data, etc.); however the bulk of data derives from the
ISTAT annual survey on household consumption (for the year 2004): the so-called
Households Budget Survey (HBS). Out of pocket healthcare expenditure has been obtained summing the expenses for hospitalization, specialist visits, nursing and assistance,
1

CEIS Sanità, Faculty of Economics, University of Rome “Tor Vergata”.

2

ISTAT National Statistical Institute, Italy.

3

CEIS Sanità, Faculty of Economics, University of Rome “Tor Vergata”.

[222]

CEIS Health Report 2006

dental work, the purchase or rental medical apparatus, medical and spa treatment.
As income is strongly related with both OOP expenditure and the probability of purchasing health insurance, its influence has been isolated comparing the OOP expenditures4
made by households belonging to the same standardized consumption quintile5.
Table 1 shows a strong concentration of insured households6 in the two highest standardized consumption quintiles. To maintain sample significance7 it has been chosen to
analyze only the two highest standardised consumption quintiles (where approx. 74,2%
of insured households are concentrated). Whenever possible, the third quintile has also
been included in our analysis (accounting for approx. 84,8% of insured households).

Table 1 – Distribution of households with health
insurance expenses (Italy – 2004)
Standardized
consumption quintile

Percentage of
households with health
insurance expenses
3,2%
8,0%
14,6%
25,7%
48,5%

1st Quintile
2nd Quintile
3rd Quintile
4th Quintile
5th Quintile
Source: our elaboration ISTAT data

3.8.3 Analysis
Table 2 shows that insured and not insured households in the same consumption quintile have similar OOP levels.

Table 2 – Household yearly average effective OOP expenditure
(Italy – 2004)
Standardized
consumption
quintile

Effective OOP mean expenditure
Non- insured
households

1st Quintile
2nd Quintile
3rd Quintile
4th Quintile
5th Quintile

€ 720
€ 1.044
€ 1.380
€ 1.932
€ 3.144

Insured
households
€ 756
€ 1.584
€ 1.344
€ 1.836
€ 3.096

Source: our elaboration ISTAT data

4

Income is not directly available from ISTAT data. So, we have considered households standardized consumption quintile as proxy
of their income level.

5

Comparison inside a standardized consumption quintile allows comparison between households that presumably have similar
income levels (and even account for household size as consumption level is standardized).

6

Households that spend some money for health insurance.

7

Sample significance is the capability of a sample to correctly represent the population from where it has been selected; sample significance is linked to the sample size.
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We have examined the significance of the difference between OOP averages for insured
and uninsured households. The T test for the difference between means has been considered.
The analysis has shown that even where differences have proven the gap to be significant, it is so low that it cannot be considered economically relevant (table 3).

Table 3 – Differences in effective OOP
mean expenditures between insured and
non-insured households (Italy – 2004)
Standardized
consumption quintile

Difference between
means

3rd Quintile
4th Quintile
5th Quintile

€ 36
€ 96
€ 48

Source: our elaboration ISTAT data

For instance table 2 shows that an insured household belonging to the fourth standardized consumption quintile (therefore presumably a well-off household), that had to face
OOP expenditures in 2004, spent €1.836; whereas an uninsured household, with a similar standardized consumption level (and then presumably with a similar per capita income) spent an average of €1.932. Comparing the mean expenditures for those households we can estimate an average OOP difference between insured and non-insured
equal to €96, which is obviously not enough to justify the payment of a premium.
With similar values we can affirm that health insurance does not protect households from
OOP expenditures.
To further verify our findings, we have also resorted to ANOVA-type modelling. The
ANOVA study leads to two main conclusions: we cannot affirm the existence of a linear
link between OOP and insurance and moreover the presence or absence of health insurance explains a very small part of OOP expenditure variability.
3.8.4 Discussion
These considerations confirm the concept that health insurance does not provide an
effective protection from OOP expenditures. To better explain why such protection is not
provided, a few observations must be made:
1. Data taken into consideration may include insurance that does not provide reimbursement for healthcare expenditures (daily indemnities, LTC annuity and similar). In fact, Istat
HBS provides information only on expenditure levels without providing any consideration
on what kind of coverage has been purchased. However, those insurance policies
(Borgia, Maruotti and Spandonaro, 2004) represent a very marginal share of the insurance market, not sufficient to bias our analysis.
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2. We might suppose that the state of health of insured people is worse than that of the
non-insured; this would lead them to spend more in healthcare despite the coverage offered by health insurance. However, insurance companies underwrite contracts only subsequently to enquiries about health status through appropriate medical questionnaires
and exclude coverage of pre-existing illnesses. To conclude that insured people are more
at risk of illness than non-insured we should suppose that insurance companies are incapable of evaluating health risks regarding their own clients. And such a systemic error
seems quite unlikely. In addition, such a selection is also based on the age of the insured.
3. Reimbursements paid by insurance companies may provide additional available income that could be directed towards health expenditures not covered by NHS nor by VHI
(thus increasing health OOP expenditure). However, this should substantially change the
distribution of OOP expenditures between insured and uninsured households. There is no
evidence of such a change in our analysis (table 4). Instead we have found evidence that

Table 4 – Composition of OOP expenditures
for insured and non - insured households
(Italy – 2004)
Kind of OOP
expenditure
Hospital
Specialists
Dental care
Ausiliary
Tests
Apparatus and prothesis
Spa treatment
Drug treatment
Total OOP

Insured
households

Non-insured
households

3,32%
16,70%
22,59%
3,10%
8,58%
7,03%
0,01%
38,67%
100,00%

1,45%
13,02%
21,09%
2,24%
7,15%
7,43%
0,44%
47,18%
100,00%

Source: our elaboration ISTAT data

seems to confirm the duplicative role of private insurance coverage.
4. Similarity in OOP levels between insured and non-insured households may be due to
equal co-payments and insurance deductibles. This may be due to the fact that VHI and
NHS do not cover similar amounts of health expenditures. Even in this case, however, we
should conclude that voluntary health insurance fails to protect households from OOP
expenditures.
5. Finally it is important to stress that our analysis highlights how part of the OOP expenditure of insured households may be due to some kind of selection of the insurance market; in other words as reduced market dimensions imply high premiums only wealthier
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households that usually have expensive tastes can afford insurance. We can then relate
ex post equality in OOP expenditure with ex ante differences in consumption levels.
3.8.5 Conclusions
Our data analysis shows how the out of pocket expenses increase with a household’s
income. This trend is evident both for insured and uninsured people. Quite surprisingly,
private health insurances do not significantly reduce OOP expenses and insured families
have an OOP fundamentally similar to non-insured ones.
We can conclude that insurance does not really protect from the OOP expenditure, due
to its actual duplicative role, but it contributes in offering a wider range of healthcare that
best responds to the preferences of citizens (Borgia, Doglia, Spandonaro 2005).
Unfortunately this opportunity is still reserved to high income households due to the high
premiums charged for this kind of policy8.
If we consider the low profitability of insurance companies in the health sector (the percentage of Premiums/Claims in 2005 was 75,4%), it is difficult to forecast PHI growth. We
have to consider that health insurance development should improve equity on the OOP
level (Borgia, Maruotti, Spandonaro 2004).
We think that private insurance must be more easily accessible to lower income groups.
It is necessary to develop a regulatory system to support this and to promote stipulation
of not duplicative coverage which only represents modest value for social interest.
Therefore an increase in insured population might be thus obtained, leading to a better
risk dispersion and perhaps to the containment of premiums requested by companies:
this is a necessary condition to avoid adverse selection and insurance market failure that
have been demonstrated through this study.
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4.1 - Equity in the italian healthcare
system: impoverishment and catastrophic
payments
Doglia M.1, Spandonaro F.2

4.1.1 Introduction
The Italian national health system (INHS) takes the form of a universal social insurance:
this imply that, not only, should be able to promote citizen’s well being, but also to avoid
any relevant economic burden on the households with ill members.
The World Health Organization (WHO) proposed to integrate the classical (ex ante) equity
approach with measures in the so-called burden space. This is an “ex-post” evaluation
made comparing households out of pocket health expenditures with their capacity to
pay.
The burden space measures in fact can help to understand how well the INHS protects
citizens from the economic risk of illness.
The present contribution analyses, particularly, impoverishment and catastrophic payments phenomenon, as they results very useful in assessing household fragility.
4.1.2 Databank and methodology
Referring to bibliography for technicalities, we only observe that the WHO approach has
been taught for a worldwide use; in the present contribution, we have tried to adapt it to
the specific situations of a developed country such as Italy. Therefore we have considered the absolute poverty threshold published by the Italian Institute for Statistics (ISTAT)
to evaluate the paying capacity of households, as well as the ISTAT relative poverty threshold for assessing impoverishment.
According to the WHO approach, the household capacity to pay has been evaluated from
the effective standardized non-subsistence consumption level.
Moreover, we have chosen to focus our attention only on impoverishment and catastrophic payment as we feel that these are the most delicate issues. They can indicate both
a failure in the social security mechanism, or an implicit incentive for opting out of the
system, due to the relevant economic burden born by some households.
One of the major shortcomings of this approach is its sensitivity to the choice of thresholds (especially for catastrophic payments): so we have elaborated both, the point level

1

ISTAT National Statistical Institute, Italy.

2

CEIS Sanità, Faculty of Economics, University of Rome “Tor Vergata” .
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of catastrophic payments as well as the distribution of OOP with respect to capacity to
pay. To grant continuity with data published in the 2005 CEIS report, we have included in
out of pocket health expenditures also assistance for the handicapped and care for the
non self-sufficient elderly.
Although these kind of expenses are not “strictu sensu” health expenditures, their inclusion is useful in order to analyze the impact of long term care, and to better understand
the level of integration between health and social care.
4.1.3 Preliminary remarks on catastrophic payments and impoverishment
In Italy we can estimate that 295.572 households have become impoverished in 2004
(accounting for 1,3% of the total number of resident households). Most of them have at
least one elderly member (over 65).
Moreover, we can estimate that about 967.619 (accounting for 4,2% of the total population) had to face catastrophic payments for healthcare.
To better understand what the causes may be for impoverishment and catastrophic payments, we have carried out a series of statistical association tests between impoverishment (impoor) and catastrophic payments (cata), and socio-demographic factors; we
have produced Chi-square test on the following variables: standardized consumption
quintile (scq), number of household members (nhm), number of elderly members in the
household (nhe), Region of residence (region), age of the reference person (arp), household typology (htp); all the tests have lead to reject the null hypothesis (absence of association) with a very high level of confidence (Tables 1 and 2).
Obviously impoverishment is more strongly associated with consumption (and so presumably with income) than catastrophic payments; while cata shows higher association
with other household characteristics, related to geographical position, age of the reference person and household typology and dimension.

Table 1 – Association indexes between
impoverishment and other household characteristics
Variable

number of household members
age of the reference person
number of elderly members
in the household
Region of residence
household typology
standardized consumption
quintile
Source: Our elaboration on ISTAT data
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Chi square
significance
level

Phi
Coefficient
value

<,0001
<,0001

0,0273
0,0730

<,0001
<,0001
<,0001

0,0739
0,0705
0,0862

<,0001

0,3092
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Table 2 – Association indexes between catastrophic
payments and other household characteristics
Variable

number of household members
age of the reference person
number of elderly members
in the household
Region of residence
household typology
standardized consumption
quintile

Chi square
significance
level

Phi
Coefficient
value

<,0001
<,0001

0,06814
0,13203

<,0001
<,0001
<,0001

0,13069
0,12346
0,14798

<,0001

0,25170

Source: Our elaboration on ISTAT data

Table 3 – Impoverishment, poverty and catastrophic expenditures
according to WHO methodology and ISTAT thresholds.
Distribution by standardized consumption quintiles – Italy 2004
Quintile of standardized
consumption
POOR3
IMPOOR
CATA

1

2

3

4

5

Whole
Italy

57,3%
5,4%
14,3%

1,0%
2,6%

1,5%

1,3%

1,5%

11,5%
1,3%
4,2%

Source: Our elaboration on ISTAT data

4.1.4 Distribution of catastrophic payments and impoverishment
When population standardized consumption distribution is taken into account, both
impoverishment and catastrophic payments seem to be concentrated in the poorest households (those in the first consumption quintile). However, while we can affirm that there
is a strong relation between income and impoverishment, the analysis of catastrophic
payment is strongly influenced by the presence of poor families (as those are not excluded from catastrophicity analysis and have extremely low capacity to pay).
Should the analysis be limited only to the non-poor families, the concentration of catastrophicity would be strongly mitigated.

3

Some slight differences with poverty tables published by ISTAT, since WHO expense aggregation methodology is not exactly
the same as the ISTAT one.
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Table 4 – Distribution of impoverishment and catastrophic payments by
household typology – Italy 2004
Household typology
Single person less than 35 years of age
Single person between 35 and 64 years of age
Single person 65 or more years of age
Childless couples with reference
person less than 35 years of age
Childless couple with reference
person between 35 and 64 years of age
Childless couple with reference
person over 65 years of age
Couple with 1 child
Couple with 2 children
Couple with 3 or more children
Single parent
Other
Total

Impoor
0,0%
1,9%
25,1%

Cata
0,3%
2,4%
31,2%

0,0%

0,2%

3,8%

3,2%

24,5%
8,8%
15,6%
3,8%
7,4%
9,3%
100,0%

20,1%
8,3%
12,2%
6,0%
7,3%
8,8%
100,0%

Source: Our elaboration on ISTAT data

Table 4 demonstrates that a great proportion (45,6%) of impoverished households consists in a childless couple of elderly people or single elderly persons. Moreover, most of
the impoverished households (approx. 65,3%) has at least one elderly member.
The presence of an elderly person increases the probability of impoverishment by approx.
42%, while the presence of two or more elderly persons can more than double the figure (Doglia and Spandonaro 2006).

Table 5 – Composition of out of pocket health expenditures
by standardized consumption quintiles – All households – Italy 2004
Quintile
Hospital
Specialist care
Dental care
Tests
Apparatus and prothesis
Thermal care
Pharmaceutical treatment
Disability and auxiliary services

1

2

3

4

5

0,2%
12,2%
5,1%
6,9%
3,6%
0,0%
68,7%
3,4%

0,6%
14,3%
9,5%
7,2%
5,8%
0,3%
57,3%
5,%

0,8%
14,6%
11,8%
8,6%
5,8%
0,2%
52,8%
5,4%

0,8%
12,5%
18,7%
6,9%
6,6%
0,2%
47,3%
7%

2,6%
11,8%
28,9%
6,3%
8,6%
0,7%
33,7%
7,4%

Source: Our elaboration on ISTAT data
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4.1.5 Structure of health expenditure: poor, impoverished and “subject to
catastrophic expenses” households
We have further examined OOP expenditures composition, for different standardized
consumption levels; referring to Table 6, we note that out of pocket expenditures of poor
households is strongly concentrated on pharmaceutical expenses; this suggests that copayments and the related exemptions, are probably not well balanced, resulting in a
significant economic burden for poor families.
Drugs and specialist care account for most of the impoverished out of pocket expendi-

Table 6 – Composition of out of pocket health
expenditures by standardized consumption
quintiles – Poor households – Italy 2004
Quintile

1

Hospital
Specialist care
Dental care
Tests
Apparatus and prothesis
Thermal care
Pharmaceutical treatment
Disability and auxiliary services

0,4%
10,3%
4,4%
7,7%
2,7%
0,0%
70,5%
4,1%

Source: Our elaboration on ISTAT data

Table 7 – Composition of out of pocket health
expenditures by standardized consumption
quintiles – Impoor households – Italy 2004

Quintile
Hospital
Specialist care
Dental care
Tests
Apparatus and prothesis
Thermal care
Pharmaceutical treatment
Disability and auxiliary services

1

2

0,1%
16,5%
9,2%
6,9%
7,6%
0,0%
54,4%
3%

2,1%
15,9%
26,9%
6,9%
5,9%
0,3%
25,0%
15,1%

Source: Our elaboration on ISTAT data
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tures. Besides, our data demonstrates that dental care also plays an important role for
households that can afford it (namely households in the second standardized consumption quintile).
We can formulate the same argument for long-term care (LTC).
Table 8 shows the out of pocket health expenditure composition for households subject
to catastrophic expenditures. It can give some information about the consumption behaviour of those households (which are forced or freely choose) to use a great part of their
resources for healthcare. Analysis has to take into consideration consumption standardized quintiles.
The largest part of the expenditures (households in 3rd quintile) refer to dental care
(28,9%), LTC (26,7%) and drugs (23,6%). A similar observation can be made for the 4th
and 5th quintiles: the only difference is that dental care assumes a leading role.

Table 8 – Composition of out of pocket health expenditures
by standardized consumption quintiles – Cata households – Italy 2004

Quintile
Hospital
Specialist care
Dental care
Analysis
Apparatus and prothesis
Thermal care
Pharmaceutical treatment
Disability and auxiliary services

1

2

3

4

5

0,3%
12,8%
7,2%
6,3%
5,3%
0,0%
61,9%
6,1%

0,9%
16,8%
16,8%
6,7%
9,1%
0,1%
32,5%
17%

0,7%
6,7%
28,9%
5%
8,3%
0,0%
23,6%
26,7%

4,9%
3,7%
43,4%
3,9%
4%
0,7%
8,3%
31%

9,4%
2,2%
57,9%
0,5%
7,4%
2,2%
4,3%
16,0%

Source: Our elaboration ISTAT data

4.1.6 Regional distribution of impoverishment and catastrophic payments
Neither impoverishment nor catastrophic payments are uniformly distributed over the
entire territory (Table 9).
Southern Regions have a higher incidence of both poverty and impoverishment: since
poor households are not included into impoverishment analysis, we may conclude that
the inefficacy of the National Health Scheme in protecting households from economic
risk related to illnesses, contribute to the increase of actual household poverty (obtained
by summing poor and impoor) and consequently to an increase of the inequality between
northern and southern Regions.
Most of the northern Regions have an impoverishment incidence that is lower than the
italian average. The only exception is Liguria, where population income over the average, is not sufficient to overcome the effect of the greater amount of elderly people, thus
confirming the higher risk for elderly people.
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Table 9 – Regional distribution of poor, cata and
impoor households – Italy 2004

Piemonte e Valle d’Aosta
Lombardia
Trentino Alto Adige
Veneto
Friuli Venezia Giulia
Liguria
Emilia Romagna
Toscana
Umbria
Marche
Lazio
Abruzzo
Molise
Campania
Puglia
Basilicata
Calabria
Sicilia
Sardegna
Italy

Poor

Impoor

Cata

6,2%
3,6%
7,0%
4,2%
5,1%
5,6%
3,4%
5,4%
8,8%
7,4%
7,9%
16,1%
21,4%
24,7%
25,1%
27,6%
24,3%
29,6%
15,1%
11,5%

0,9%
1,0%
0,8%
0,7%
0,3%
1,5%
1,0%
1,2%
1,4%
0,5%
0,9%
1,5%
2,3%
1,4%
2,3%
1,8%
2,6%
2,4%
1,9%
1,3%

3,4%
2,2%
3,7%
2,7%
1,9%
2,8%
2,7%
2,4%
4,0%
3,9%
2,5%
4,4%
8,0%
6,2%
7,3%
9,7%
10,2%
9,2%
5,6%
4,2%

Source: Our elaboration ISTAT data

Quite surprisingly, the central Regions (especially Lazio and Marche) seem to have a
rather low impoverishment incidence. In a previous study (Doglia and Spandonaro,
2006a) we have already shown how households living in central Regions seem to have
lower impoverishment risk (by approx. 20%) than comparable households (in terms of
income and structure) living in other Regions of Italy.
Instead, when catastrophic payments incidence is taken into account, northern Regions
seem to have better performance than southern ones, while central Regions “stand in the
middle”. Giving an explanation to those differences is not a simple task. In fact, three
principal and very different factors may prove to have some influence: lower income (and
consequently lower capacity to pay) may eventually increase OOP/capacity to pay ratio
for similar OOP level; then, poor quality services may push towards a request for opting
out from the system; finally, differences in the capability of the regional system to protect
households from the economic impact of illnesses (due to different co-payments/exemptions schemes).
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4.1.7 Distribution of the OOP expenditures burden on household
capacity to pay
One of the major drawbacks of the burden approach is the reactivity of its indicators to
the chosen thresholds. This is particularly true when catastrophic payments have to be
examined.
While most out of pocket health payments are in fact a necessity, they may become a
choice for richest households.
Such a choice, in a universalistic system such as the Italian one, demonstrates disaffection to the public system and a request for private care.
The distribution of the ratio of out of pocket health expenditures to capacity to pay can
help to understand the real burden of private oop expenditures on household budgets.
In Italy during the year 2004, approx. 12.569.364 non poor households had to face health
related OOP expenditures. This is approximately 62,2% (on a monthly basis) of all non
poor households (Figure 1).
When catastrophic payments are computed only on non poor households, they drop
from 4,2% to 2,2% (Figure 1): this demonstrates the high influence of poverty on cata-

Households percentage

Figure 1 – Retro-cumulated distribution of households by OOP share on capability
to pay for non poor households subject to OOP expenditures
(values rounded to the nearest percentage) – Italy 2004

OOP share of capacity to pay
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strophic payments; moreover, the sensitivity of catastrophicity to thresholds is also evident as cata households (on non poor households) shift from approx. 2,2% with a cata
threshold of 40%, to 4% with a cata threshold of 30%. This figure would have been 1,1%
if the cata threshold had been 50%.
It is relevant that a small percentage of non poor households (approx. 0,2%) had to spend
more than 75% of their capacity to pay in health-related needs and some (few) households even go over 100%.
4.1.8 Conclusions
As the INHS grants a universal coverage and, at least partially, sacrifices free choice to
assure services globally, the measures of equity based on the economic burden placed
on household budgets seem to be very informative.
The importance of this measures rises even more when the scarcity of public resources
(at least if compared with rapidly growing needs) that obliges to manage with services
rationing is taken into consideration.
Both, in presence of explicit rationing (i.e. changes in the basic level of services – LEA),
or (more frequently) of implicit rationing, the consequences in terms of equity are socially
relevant.
For instance, the reintroduction of co-payments in the INHS, that has been advocated to
reduce inappropriateness, both on the demand and the supply side, implies financial
effects on households budget that need careful evaluation and monitoring.
Following a three-year study on the equity of INHS, and of the Regional health systems
(RHS), we can draw some conclusions: the existence of a core of social iniquity made up
of impoverished households, as well as a number of households subject to catastrophic
payments not for their will; figures do not show any relevant modifications during the
2002 to 2004 period: approx. 11% of Italian households are poor, with an addition of
1,3% of impoverished due to health expenditures. This means that health expenditures
increase “effective” poverty by about 10%. Moreover, there is an addition of over 4% of
cata households: i.e. despite the supposed global coverage of their health needs, they
had to spend more than the threshold fixed by the WHO (40% of the capacity to pay).
In absolute terms, more than 1.200.000 households are as a whole involved. Among
these households we find the most fragile ones and those which are not able (or renounce) to call for their right to receive a global coverage; we believe that policy makers
should pay particular attention to these households.
The study assesses how age is an important determinant of fragility: over 60% of impoverished households have elderly members. In other words, being elderly increases the
probability of impoverishment by 50%.
Expenditures that mostly contribute to impoverishment and cata are those for drugs and
specialist care, especially among poorer households; dental care and LTC are relevant
among households that can afford it: this imply that the phenomenon is larger than shown
by our data, in fact, not having health expenditure may well indicate that health needs
have been satisfied by the INHS free of charge; but also that the household had to postpone care or, in the case of LTC, had tackled the problem with informal care.
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Along with “true” private expenditures, OOP also includes expenditures due to co-payments, as well the mixed ones (services provided privately by physician employed by the
INHS).
Although the financial instruments (like co-payments) are widely used tools in health policies, we do not have much information on this topic, since surveys do not distinguish
typologies of expenditures.
From our analysis we can derive that co-payments for pharmaceutical treatment and
specialist care may be not well tuned. In fact, it is possible that the fixed payment for prescription (not subject to exemption) may cause most of the impoverishment in the lower
income population.
Moreover the exemption scheme uses a threshold, fixed at approx. € 36.000 of household income, creating an unjustified disparity of treatment between households just
below or just above this threshold.
Due to his impact and social relevance, a better monitoring of this topic seems to be a
priority, implying new collection of data.
Regional differences are quite evident. Part of those differences are explained by structural differences in the regional socio-economic level (poverty in Emilia Romagna is
approx. 3,4% whereas in Sicilia it rises to around 30%). However, impoverishment varies
from 0,3% in Friuli Venezia Giulia (where the Regional Health System seems to be very
successful in its role of social insurance) to 2,6% in Calabria.
The Regions where poverty incidence is higher do not correspond to those where there
is a larger share of impoverished households; this demonstrates that poverty and impoverishment are two different phenomena, and also that impoverishment depends on
health policies adopted.
We do not deem it by chance that the most exemplary Region for catastrophic payments
is still Friuli Venezia Giulia (1,9%), while the last one is Calabria (10,2%).
A final argument regards how regional choices, related to health policies, are not neutral
in terms of equity, both on a regional and national basis.
It is important to underline that while regional funding takes into consideration different
degrees of care needs (with capitation weighted for age), it does not take into account
socio-economic differences. This means that the different level of households exempted
by co-payments are not considered, although we have showed as they have equity
impact.
In conclusion, we propose that co-payments will be tuned in relationship with appropriateness of consumption, while exemption levels should be regionally established, with the
constraint (that configure a citizen right) of a maximum of financial impact on household
budget (or saying better, on the capacity to pay): for that, it is possible to use ISEE (equivalent income standardized for needs).
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4.2 - Access equity
Rocchetti I.1

4.2.1 Introduction
During the last few decades, the health of citizens has been steadily improving in the
developed countries. This is especially thanks to lifestyle changes and to the advancement of the healthcare system (Materia 1999).
But several social-economic and epidemiologist studies on health have stressed the
importance of the intense inequalities for accessing healthcare services.
Social and economic inequalities not only measured in terms of income (but also in terms
of education, occupational and social status) are obvious inside and between the single
countries.
This study simply intends to analyze access equity to healthcare.
By horizontal equity we imply the principle of “equal use for equal needs”, thereby income, education and geographic location should not influence the level and the quality of
healthcare services perceived.
This study particularly focuses on the use of determined services and their standardization according to need.
The measurement methods applied are those proposed by Wagstaff and Van Doorslaer
(2000a) using curves, concentration indexes in addition to indirect standardization criteria.
4.2.2 The econometric model
The concentration index is an excellent instrument for measuring inequalities in the availment of healthcare services.
This paper intends to analyze how the “effective use” and “standardized use” variables
are concentrated depending on social-economic status.
The inequality index is defined as CI, and the inequity one2 is defined as H: the second
differs from the first since inequalities in use are standardized according to need. A positive value indicates that the groups with a higher social-economic position make greater
use of healthcare services according to their degree of need. On the other hand, a negative value indicates that taking into consideration groups with equal needs, those with a
higher economic position make take less advantage of healthcare services. Only when
the index value is equal to zero does there not exist horizontal inequity.
The method of use standardization is based on the comparison between the actual distribution/use of healthcare services and the expected one according to needs. This
method is called indirect standardization.
The formula used for calculating standardized use according to needs in the case of linear
regressions is the following (Dolores Jimenez Rubio, 2004):

1

CEIS-Sanità, Faculty of Economics, University of Rome “Tor Vergata”.

2

Both vary between -1 and 1.
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^

(i represents or the individual or the group); yi indicates the indirectly standardized use
based on needs; yi is the actual use of health services; ym is the sample mean; while
^
yi indicates the expected use based on needs.
The latter is calculated using two steps:
1) with a regression in the use of Yi healthcare services on three types of explanatory
variables: income (inc); a vector of k need indicator variables (demographic and morbidity variables) xk,i ; and a set of p non-need variables zp (education, employment, Region
of residence….):
IS

x

2) arranging the estimates of the square minimums of the coefficients (α, β, γ, δ) of the
above equation with the effective values of the need variables xk,i and with the average
sample mean values of income and the other non-need variables zp,i:

^

where Yi indicates the amount of healthcare services an individual should receive if
he/she were treated as those having the same need characteristics, on an average.
In order to compute the concentration index for a generic utilization Y, the following formula has been implemented (Citoni 2006):
x

where µ is the weighted sample mean of Y, and Ri is the fractional weighed social-economic rank of the ith individual, expressed as (Citoni 2006):

whereas wi is the sample weight of the ith individual and the Ri mean value is equivalent
to 1/2.
The concentration index, being equivalent to the weighted covariance multiplied by
,
is also defined as convenient weighed covariance.
The standard error (SE) of the concentration index can be obtained by running the following convenient least square regression of Yi on its relative rank, in which the weight is
given from the variance of the rank:
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with

4.2.3 Advantages and disadvantages of the model
The first advantage of the above method is break up the concentration index within the
groups and between the groups, where the groups can be for example the Regions. The
purpose is to verify if the differences in the use of healthcare services at the national
population level are mainly due to the existing differences between a country’s rich
Regions and poor Regions rather than to the distances between single rich and poor
individuals inside the same Regions.
The analysis is also helpful in drawing some considerations relative to healthcare policies at the central and regional government level, in the case of federal countries.
Some other advantages of this approach are the possibility to separate the various
determinants of the different concentration state (income, need and non-need variables)
and thereby distinguish their different contribution to the explanation of the overall inequity in the use of healthcare services.
But along with its advantages, the method also proves to have some weak points that
must be taken into consideration.
An initial problem is the variable used to identify the social-economic status: the choice
of an indicator rather than another can provoke alterations in the results and even in the
concentration index mark. Some studies have proven that, especially in the developing
countries, indicators such as the possession of durable goods, living standards, etc.,
point out minor inequalities compared to other indicators such as the income and consumption ones (Citoni 2006). Another important limiting aspect of the approach is that it
considers the use of a specific healthcare item as a dependent variable, which must
naturally be expressed in quantitative terms (i.e. number of visits).
This means that there are problems in the determination of the total equity of the healthcare system because of the difficulty to establish standards that fairly consider the contribution of each healthcare intervention item to the overall equity itself.
The final limitation of this approach is due to the fact that it does not take into consideration the qualitative dimension of equity: the quality of healthcare services may imply
different effects by social classes (Citoni 2006).
4.2.4 Database and statistical analysis
The data taken into consideration derives from Multiscopo of Istat (Central Statistics
Office), and particularly from the five-year study surveying “Health conditions and resorting to healthcare services” of 1999-2000.
The survey (namely the overall statistical items which are the subject of the investigation)
has taken into consideration both families residing in Italy and the individuals that compose these families, net of the permanent members of these cohabitations.
Choosing to use this source is due to the fact that contains information on health conditions (perception of the state of health, presence of chronic diseases, etc.), the pre-
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sence of disabilities, lifestyles (smoking habits, exercise, etc.), prevention, resorting to
healthcare services, resorting to non-conventional treatment or therapies and the maternity period from pregnancy to breast-feeding.
The study therefore includes surveys on the same sample relative to “nearly” all the variables necessary for the application to real data according to the Wagstaff and Van
Doorslaer method previously described (utilization, need and social-economic variables).
Unfortunately the survey lacks information on the available income of single individuals
and families.
Moreover, it contains information on the social-economic status of the individuals.
Naturally, in order to apply the model without any problems, the social-economic status
must be synthesized through a variable based on values that may describe the socialeconomic status of the individuals.
The social-economic variable (R) used in this study has been created considering the
possible combinations of two original variables present in the survey; particularly those
respectively relative to “employment status” and “education qualifications”, considering
“employment status” of primary importance since it is very strongly linked to income.
The said social-economic indicator assumes values in an interval that goes from 1 to 20:
if Ri=1 the individual belongs to the lower social-economic rank, if Ri=20 the individual
belongs to the higher social-economic rank (i.e. manager, entrepreneur, doctorate of
research or post-bachelor specialization: R=20, etc.).
On the basis of this variable R subsequently the social-economic ranks have been calculated in their fractions Ri to be used during the calculation of concentration and furnished by the following equation:

where wi is the sample weight of ith individual.
The limitations of considering the social-economic status instead of income are the fact
that the non-productive categories of the population, such as children and the elderly, are
not taken into account.
In order to include pensioners in the analysis, since they constitute a large slice of the
Italian population and are very relevant from the healthcare point-of-view, a group has
been created and it has been positioned in the reranking on the basis of average gross
income per capita of the pensioners (source: Banca d’Italia: General Report on the
Domestic Economical Situation).
Another non-variable used in the survey is age.
Such an indicator should actually be considered as contemporarily both a need and a
non-need one since it does not represent an effective need but is highly linked to it:
healthcare needs evidently increase as time elapses.
As a non-need variable it can grasp the induction effect of the request deriving from the
exemption of those over 65 years of age; while as need variable it may grasp the latent
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variability that cannot be explained by another of the other need variables taken into consideration.
For age in particular, a dummy variable has been used to define eight classes3: naturally
higher scores have been assigned to higher classes in order to respect the natural course of the age variable and also taking into consideration the fact that healthcare needs
increase with age.
Taking the need variables into consideration on the other hand, the perception that individuals have of own health has been privileged in order to verify how much the said perceptions influence their use of healthcare services (i.e.: “How is your health, in general?”,
“Does your health presently prevent you from carrying out moderate physical exercise?”,
etc.).
Some dummy variables have also been used in order to attribute greater relevance to
greater needs.
And finally, regarding use variables, five different items of healthcare services have been
chosen: general check-ups, examinations by a specialist, total visits (include the first two
plus on-the-job and sports examinations), specialist fees to be paid in full and diagnostic
examinations, carried out in the four weeks previous to surveying.
Facing politomic4 answer variables (number of general check-ups, etc.), carrying out preliminary analysis through a “stepwise” multiple logistic regression has been deemed a
necessity.
During the following stage, the coefficients of the covariates selected as above on the
basis of their significance have been estimated for every use.
The concentration indexes and their relative SE (standard errors) have subsequently been
calculated according to the above procedures.
4.2.5 Results
The first use variable taken into consideration is the number of total visits, where total
visits are intended as those conducted by the family doctor but also specialized examinations; this variable does not include emergency room visits and those carried out
during hospitalization; but it does include on-the-job and sports examinations.
The logistic regression using stepwise procedures on the explanatory variables demonstrates that the need variables are the greater determinants of the probability to carry out
total visits.
It has been assessed that among the most statistically significant parameters according
to the chi-square test (based on the level of significance α =0.05) that explain the use of
“number of total visits” there are: “to which extent has pain hindered the individual” and
“perceived state of health”.
The concentration index calculated on the number of standardized total visits is equal to

3

The classes of age are: age<10 (class 1), 10<age<=30 (class 2), 30<age<=40 (class 3), 40< age <=50 (class 4), 50<age<=60

4

Politomic are fair variables with two or more values.

(class 5), 60<age<=70 (class 6), 70<age<=80 (class 7), 80<age (class 8).
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-0,0030, while that calculated according to actual use (the actual number of non-standardized total visits) is equal to -0,0138. The SE calculations (estimates of estimators
variability and therefore their inaccuracy), produces statistically significant estimates.
This implies both an inequality in the effective use and in horizontal inequity and the two
states of concentration have equal sign. With an equal degree of need, individuals with
lower social-economic status resort to a greater number of total visits compared to their
healthcare necessities and to individuals with a higher economical bracket.
The said result may be easily explained through the fact that total visits include specialist
examinations, general practitioner visits, and visits carried out on the workplace or sports
locations. General practitioner visits are usually free of charge; visits carried out on the
workplace or for sports reasons are done independently of the individual’s social-economic status, but exclusively when and if one is employed or belongs to a sports club.
The second utilization variable taken into consideration is the number of general practitioner visits.
The econometric analysis shows as the determinants use probability for general practitioner visits are: age, social-economic status, perceived health, measure in which pain
hinders the individual, job or activity limitations due to the state of health, etc.
The inequity index is equal to -0,0110, while that calculated on the real number of general visits is equal to -0,0219.
SE calculations on the two indexes prove that the concentration estimates are statistically significant. Even in this case the results prove the presence of both inequality in real
use and horizontal inequity. This might be explained also through the fact that those
having an economically disadvantaged status, when perceiving a disorder, tend to turn
to their family doctor and only afterwards do they resort to specialists; whereas those of
a higher economic status either choose to visit their family doctor or immediately turn to
a specialist and pay for his services.
The third variable of use is the number of visits by a specialist.
Logistic regression in stepwise modality shows that the determinants of probability for
resorting to specialist visits are some of the variables determined by need and age.
The inequity index is equal to 0,0061, while the one calculated on the real number of specialist visits is equal to -0,0114; these two estimates are statistically significant.
The results demonstrate the presence of inequality in actual use and horizontal inequity.
In order to reasonably interpret the inequity index one must necessarily consider the fact
that specialist visits may be paid in full or partially thanks to prescriptions.
The fourth use variable is the number of specialist visits to be paid in full. The determinant of the probability of making a considerable amount of visits to specialists to be paid
in full are “job or activity limitations due to the state of health” and “age”.
The inequity index is equal to 0,0025, while that calculated on the real number of visits is
equal to -0,0032.
The results demonstrate that, if need is equal, individuals with a higher social-economic
position are those who resort to a greater amount of such visits since they are willing to
pay sums of money in order to verify whether their perceived needs correspond to a clinical need and/or especially to obtain services of a higher level.
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Also in this case the estimates are statistically significant.
The last variable of use taken into consideration is the number of diagnostic assessments. Probability determinants for resorting to the said services are exclusively need
variables (“perceived health”, “reduced independence due to chronic disease”, etc.). The
inequity index is equal to 0,0125, while the index for the actual number of assessments
is -0,0069; the estimates of the two indexes are significant and demonstrate that effective use is primarily concentrated in the lower social-economic classes, while when needs
are equal, individuals with a higher social-economic status resort to a larger number of
diagnostic assessments.
The following table explains the results of the study.

Table 1 – Inequity indexes (H) and inequality indexes (CI)
Type of visit
total
general
specialist
spec. payment in full
diagnostic assessments

H
-0,0030
-0,0110
0,0061
0,0025
0,0125

CI
- 0,0138
- 0,0219
- 0,0114
- 0,0032
- 0,0069

Source: our elaboration on the Multiscopo Istat, data 1999-2000

4.2.6 Conclusions
The previous analysis demonstrates that, in the case of equal need, the use of healthcare services taken into consideration are concentrated in a different ways depending on
the social-economic status of individuals, thereby determining forms of horizontal inequity.
The first conclusion is that in the populations with lower social-economic levels exist a
tendency to the greater consumption, at least for the considered basket that comprises
medicine of base and visits by specialists. The indication is important because instead,
as it is well-known, the actual systems of regional repartition of resources do not keep
such account of this variable.
In particular for total visits and general visits, the horizontal inequity index is negative:
those with inferior social-economic status make a greater use of the aforesaid healthcare services compared to their degree of need.
Relatively, instead to the other types of considered utilizations, the inequity indexes are
positive.
Therefore independently from the total consumption, an opposite behavior is evidenced:
the lower classes tend to recur mainly to the base medicine, while the higher social-economic categories tend to recur mainly to specialist services.
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Although containing the aforementioned limitations, the present analysis seems to indicate the presence of inequity, that is use of healthcare services depending on social-economic status.
In terms of policies, this implies both commitment to remove the causes that obstacle
access, but especially those of inappropriateness.
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5.1 - The median age at death for
measuring the human costs of disease in
Italy
Bruzzone S.1, Mennini F. S.2, Palazzo F.3, Ricciardi A.4

5.1.1 Introduction
Mortality-related aspects, besides being one of the principal elements of the health of a
population, economically represent the most important element for the purpose of measuring the human costs of disease.
This paper continues the analysis set out in the 2005 Report on the median age at death,
which is an important information on mortality. Unlike conventional epidemiological data
(absolute number of deaths and the relevant rates with respect to the overall population),
which focus on “how many people die”, this indicator focuses on “when people die”.
5.1.2 Methodology
The median age at death (which, in demographical terms, is known as the “median life”)
is an indicator of the longevity of a population and is the age at which a certain initial contingent of the population is halved. When calculated per single disease, or groups of causes, it measures the average age at which people die for that specific disease.
The causes of death focused on here are several malignant tumours for which a public
screening programme for early diagnosis has already been put into place (or is about to
be): malignant neoplasms of female breast, cervix uteri, colon and rectum, which, based
on the Ninth Revision of the International Classification of Diseases (ICD-9), have been
classified with the codes as follows 174 and 180, 153 and 154, respectively. With regard
to the first two, screening programmes were put into place, in the 1990s, in many
Regions, but not yet in all of them (although screening started in the 1970s); with regard
to the malignant neoplasms of colon and rectum, which have been grouped together
because the same diagnostic tests are used, the screening is only in the initial phase in
a few Regions and covers only a part of the target population.
Although it is not possible to examine the effects of these programmes on mortality and,
therefore, on the median ages of death, we have started by monitoring the median age

1
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at death trends for these causes of death in the last 10 years. As the number of deaths
at regional level is too low to obtain statistically significant figures, the phenomenon has
been represented using the macro-areas into which the country is conventionally divided:
North-West (Valle d’Aosta, Piemonte, Lombardia and Liguria), North-East (Veneto, Friuli
Venezia Giulia, Emilia Romagna and the Provinces of Bolzano and Trento), Centre
(Toscana, Umbria, Marche, Lazio), South and Islands (Abruzzo, Molise, Campania,
Puglia, Basilicata, Calabria, Sicilia, Sardegna).
5.1.3 Results
The trend of the median age at death for all causes is shown in figures 1 and 2; men feature a constantly growing trend (fig. 1), while women feature a slight drop – or at least a
stop – in the last three years, compared to the previous period (fig. 2). Having regard to
the differences between the 4 macro-areas, the situation appears best for males in the
Centre and worst in the North-West, the other two macro-areas featuring almost the
same figures; for females, the South and Islands feature values considerably below those

Figure 1 – Trend of the median ages at death for all causes (Males, 1993-2002)
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of the other three macro-areas.
The following four figures (figs. 3-6) show the trend of the median ages of death for the
3 types of malignant neoplasms: breast and uterine cervix, which affect only women, and
colon and rectum, which affect both men and women.
For the two female neoplasms, breast and uterine cervix (fig. 3 and fig. 4), it is necessary
to immediately highlight the considerable gap between the median age at death for these
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Figure 2 – Trend of the median ages at death for all causes (Female, years 1993-2002)
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causes and the median age at general mortality (11,7 and 15,6 years, respectively, in
2002), although the gap has slightly closed over the years (from 13 and 16 years in 1993).
Having regard to regional differences, it is useful to observe that, in the case of women

Figure 3 – Trend of the median age at death for malignant breast neoplasms in women
(ICD-9 = 174) (Females, 1993-2002)
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Figure 4 – Trend of the median age at death for malignant neoplasms of uterine cervix
(ICD-9 = 180) (Females, 1993-2002)
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Figure 5 – Trend of the median age at death for malignant neoplasms of colon
and rectum (ICD-9 = 153 e 154) (Males, 1993-2002)
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in the South and Islands, not only is the trend the same as that for all the causes of death,
but the gap widens even more compared to the other macro-areas: a difference of about 4
and a half years, with a peak of over 6 years in the case of neoplasm of the uterus in 2002.
Only in the case of the neoplasms of colon-rectum (fig. 6) in women, the gap between the
South-Islands and the other macro-areas has been considerably reduced over the years. In

Figure 6 – Trend of the median age at death for malignant neoplasms of colon
and rectum (ICD-9 = 153 and 154) (Females, 1993-2002)
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the case of men, the situation is better in the Centre, with more or less equal figures in the
other three macro-areas
5.1.4 Comments
An analysis of the results enables us to highlight that the situation in the South and Islands,
compared to the other parts of Italy, is particularly disadvantageous for women, but not for
men. If it is not possible to investigate all the causes of death, something can be added for
those examined here. First of all, there is a trend, in the case of women in the South and the
Islands, not to effect good prevention by means of early diagnosis; although mammographies and Pap tests have been widely used for screening purposes since the end of the
1960s, in fact (the latter having been introduced in the 1950s), in connection with the first
organised public programmes, it is in the North, and partially in the Centre, that the public
health authorities have shown a greater operativeness. Only following the inclusion in the
Essential Level of Assistance of mammographies and cytology screenings (breast and uterus), since 2001, has there been an increased attention by the health authorities in the
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2001
78,2
78,2
78,3
76,7
77,8

2002
77,9
78,6
77,8
77,1
77,8
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Southern Regions, who are undertaking more and more public screening programmes.
On the other hand, however, the low success rate of screening programmes it is not entirely
the fault of local governments because, in the South more than elsewhere, these are hindered by the behaviour (customs) of the female population, which is not yet accustomed to
taking part in public health projects.
A second aspect to be taken into account is that the median age at death in the case of neoplasms of colon-rectum, in both sexes, is not far from the median age for all other causes.
This, however, does not mean that the importance of this disease can be underestimated.
Another interesting aspect, which does not emerge directly from the figures presented here,
are the trends in the Centre, where certain negative performances are due especially to the
Lazio Region, which behaves like a Southern Region, while the other three Regions (Toscana,
Umbria and Marche) feature trends that are more similar to the North.
In conclusion, deaths occurring today are the result of diseases the onset of which occurred
in past years; therefore, we can expect that the different regional health policies could broaden the gaps that exist today between lifespans, and it is precisely this aspect that we intend
to monitor in the future using medians as a tool.
Appendix
The median age at death has been calculated as follows:
π0 = i + [ (p i+1 – P/2) / (p i+1 – pi)]
dove :
i
is the lower end of the median age group
p i+1 is the population aged i+1
pi
is the population aged i
P
is the total population
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5.2 - Analysis of avoidable deaths in Italy:
a contribution to the regional health
profiles and plans
Conti S.1, Mennini F. S.2 , Minelli G.3 , Palazzo F.4 , Ricciardi A.5

5.2.1 Introduction
The concept of avoidable deaths is the result of elaborations by the Working Group on
Preventable and Manageable Disease, led by David Rutstein in the mid-Seventies from
the Harvard Medical School. The notion of “unnecessary untimely deaths” was introduced, proposing a list of pathological conditions that should not cause death in the presence of timely and efficient medical care. Medical care in the broad sense of the word,
including: “prevention, care and assistance and the application of all relevant medical
skills, the assistance of physicians and all medical staff, medical bodies, public resources, volunteers... and even the responsible collaboration of the individual himself/herself...”.
Setting off from this broad definition, the Working Group selected over 90 conditions defined as “warning signals” in the sense that diseases, disabilities or deaths caused by
these conditions are to be considered preventable and/or treatable through appropriate
and timely medical care. The chain of responsibilities that leads up to these warning
signals is complex and involves many parties, from physicians to hospital facilities.
Two types of warning signals may be taken into consideration:
• those in which each single case of disease or disability or death justifies an immediate
answer to the question: “Why did it happen?” (i.e. in the case of death due to botulism);
• those in which each single case must be contextualized in a collective prevention plan
that diminishes the incidence of correlated conditions (i.e. the effect of hypertension on
cardiovascular disease).
Moreover, a condition that acts as a warning signal may arise because of unfulfilled prevention measures and/or inappropriate medical treatment.

1

Istituto Superiore di Sanità, Ufficio di Statistica, Centro Nazionale di Epidemiologia, Sorveglianza e Protezione della Salute,
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3
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Rutstein’s original work has undergone various evolutions that have taken into consideration the passage from the 8th to the 9th Revision of the International Classification of
Disease (ICD) used to classify causes of death, in addition to the introduction of significant progress in the fields of prevention and treatment. The list of diseases therefore considered as warning signals constitutes the foundation of all the successive studies on
avoidable deaths.
The first publication that introduces the term of avoidable death and that applies the concept at a non-individual level, but rather on the level of population (with geographical and
temporal analysis), is by Charlton et al. Various other studies followed, which have subsequently again elaborated the list of avoidable death causes, among which European
Atlases represent a milestone.
A particularly complete approach on the subject of avoidable mortality is that by
Simonato et al., where three groups of causes of avoidable deaths are taken into consideration:
1st Group: causes amenable to primary prevention (reduced exposure);
2nd Group: causes amenable to secondary prevention (diagnosis and treatment in early
stage);
3rd Group: causes amenable to suitable medical care.
The present study is based on the last classification.
5.2.2 Methodology
This study has used official mortality data that was gathered and codified by the ISTAT
(Central Statistics Office) according to the 9th revision of the International Classification
of Disease (ICD IX), relative to the number of deaths of citizens in Italy during the year
2002 (the most recent year available6) as the source of its information.
Standard rates for the Years of Potential Life Lost (YPLL) were calculated using this data,
regarding general mortality; in addition to the Years of Potential Life Gained (YPLG), referring to avoidable deaths. Both have been calculated at the regional level in order to allow
for comparison.
Deaths during the first year of life were excluded from the calculation of YPLL (the so-called infant mortality) since these are due to very peculiar causes and are basically concentrated during the first week of life.
Life expectancy from birth in Italy has been used as cut-off of the age bracket to be considered in calculating the YPLL; in 2002 the expectations were 77 years of age for men
and 83 for women, according to ISTAT data.
For the calculation of avoidable mortality, deaths for specific causes within the 5 to 64
age bracket have been considered “avoidable”, as will be further illustrated.
In order to compare the absolute YPLL and YPLG figures with the number of citizens
under examination, the standard rates of YPLL and YPLG are calculated by using the
6

Data elaboration has been carried out by the Statistics Office of the Istituto Superiore di Sanità. Elaborations referring to YPLL
and YPLG have been elaborated by the CNR, Istituto di Ricerche sulla Popolazione e Politiche Sociali, Rome (Rome), the Istituto
Superiore di Sanità, Statistics Office (Rome) and the CEIS Sanità, Faculty of Economics, University of Rome “Tor Vergata”.
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population of Italian citizens according to the 2001 Census.
Some specific causes have also been analyzed, considering their importance in the three
groups of death causes and inside the above-mentioned greater groups: Ischemic
Diseases of the Heart (Code ICD-IX 410-414), Malignant Lung Cancer (Code ICD-IX 162)
and Malignant Cervix Cancer (Code ICD-IX 179-182).

Table 1 – List of the specific causes of death defined as avoidable in the 5 to 64 year
age bracket
1st Group: Primary prevention
Tumours (140-239)
from 140 to 150
oral cavity
155
liver
from 160 to 162, 165
respiratory tract
188
bladder
Circulation system diseases ( 390 – 459)
cerebrovascular diseases
from 430 to 438
Diseases of the digestive system (520 to 579)
cirrhosis, liver conditions caused by “alcohol”
571.0,1,2,3
Injuries and poisonings ( 800 to 999)
from 800 to 999
all the causes
2nd Group: Early diagnosis and therapy
Tumours (140-239)
from 172 to 173
skin
from 174 to 175
breast
from 179 to 182
cervix
186
testicle
201
Hodgkin’s disease
3rd Group: Sanitation and medical care
Contagious disease (001-139)
from 001 to 139
all causes
Tumours (140- 239)
from 204 to 208
leucemie
Mental illness, nervous system and sensory diseases (290- 389)
from 320 to 322
meningitis
Blood circulation diseases (90 –459)
from 393 to 398
chronic rheumatoid cardiopathies
from 401 to 405
hypertension
from 410 to 414
ischemic cardiac diseases
Respiratory tract diseases (460- 519)
from 460 to 478 upper respiratory tract
from 460 to 478 upper respiratory tract
from 480 to 491 pneumonia, influenza, bronchitis
from 480 to 491 pneumonia, influenza, bronchitis
507 allergic alveolitis; solid or liquid inhalation pneumonias
507 allergic alveolitis; solid or liquid inhalation pneumonias
Diseases of the digestive system (520 -579)
531
gastric ulcer
from 540 to 543
appendicitis
from 550 to 553
inguinal and abdominal hernias
from 575 to 576
gall bladder and bile duct disorders (except gallstones)
Pregnancy, childbirth and puerperium complications (630-676)
all the causes
from 630 to 676
Congenital malformations (740 –759)
da 745 a 747
malformations of the cardio-circulatory system
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5.2.3 Results
As may be observed in Diagrams 1 and 2, where the standardized YPLL and YPLG rates
are reported (per 100.000 citizens), the contribution of the years of life potentially gained
(calculated unavoidable mortality, namely persons who die in the 5-64 years age bracket
for the above-mentioned causes), the amount of years of potential life lost (people who
die before childbirth) in our country for the year under examination is approximately
22,8% for males and 12,3% for females. Regional variations for males go from a minimum of 18,2% in the Liguria Region, to a maximum of 31,2% in the Province of Bolzano;
for females the figure goes from a minimum of 10,5% in the Campania Region to a maximum of 16,3% in Molise.
These figures indicate possible reduction margins through suitable prevention policies.
Since the causes of death that make up avoidable mortality are distributed differently between men and women, it would be interesting to analyze avoidable mortality by gender:
as may be observed in Diagrams 3 and 4, while men have a high prevalence of years of
life that may be potentially gained for causes afferent to the first group (over 75% of
national male citizens, compared to slightly less than 50% of the females), in women a
strong contribution to avoidable mortality is the second group of causes (31,4% of the
national evaluation compared to 2,3% of men); the third group is about equal between
males and females (respectively 22,5% and 19,2%).
Another aspect that is worthy of attention, in order to gain knowledge and observe procedures in the Public Healthcare Scheme, is the geographical distribution of avoidable
mortality.
As has already been pointed out in ERA (2006), our study also confirms how avoidable
mortality in Italy is characterized by a strong presence of geographical “variability” both
overall and inside the three great groups of causes.
For that which regards the first group of causes (primary prevention), the most unfavourable situation is confirmed in the northern Regions, except for citizens from the Abruzzo
and Sardegna Regions (with figures much higher than the national average) and for
women from the Molise Region.
For the second group of causes, linked to secondary prevention, an evident geographical gradient is not observable.
For that which regards the third group, constituted by avoidable mortality through suitable sanitary assistance and medical care, the most unfavourable situation is confirmed in
the southern Regions compared to that of the centre and the north.
Moreover, in the present study one cause for each group of avoidable deaths has been
explained – of great importance for Public Healthcare goals: lung cancer (a pathology
which may be opposed through primary prevention actions aimed at the fight against
smoking) cervix cancer (a cause which may be opposed through widespread screening)
and ischemic heart diseases that may take advantage of efficient organization of services, from emergency units to early treatment.
As illustrated by the diagrams demonstrating temporal trends, these three causes are
decreasing in both genders except for lung cancer in women; only going to prove that
campaigns against smoking should be particularly targeted for the female gender.
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We wish to underline the mortality decrease for cervix cancer, a cause which is opposable thanks to widespread screening for early detection – a typical secondary prevention
method.
Finally our results, a part of studies on avoidable mortality that prove its reduction over
the years, demonstrate that mortality for causes amenable to prevention still represent an
important contribution to the years of potential life lost in our country and that, for the
characteristics of the causes themselves, it is possible to react through suitable Public
Healthcare prevention plans capable of reducing their impact.

Diagram 1 – Years of potential life lost (YPLL) and years of potential life
lost for avoidable death causes (YPLG) (Males, 2002)
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Diagram 2 – Years of potential life lost (YPLL) and years of potential life
lost for avoidable death causes (YPLG) (Females, 2002)
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Diagram 3 – % composition of years of potential life lost for avoidable
death causes (YPLG) (Males, 2002)
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Diagram 4 – % composition of years of potential life lost for avoidable
death causes (YPLG) (Females, 2002)
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Diagram 5 – Trend of standardized mortality rates for ischemic diseases of
the heart (ICD-IX=410-414) (Males and females – 1980 to 2002)
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Diagram 6 – Trend of standardized mortality rates for malignant tumours of
the trachea, bronchus and lungs (ICD-IX = 162)
(Males and females – 1980 to 2002)
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Diagram 7 – Trend of standardized mortality rates for malignant
cervix tumours (ICD-IX = 179-182) (Females – 1980 to 2002)
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5.2.4 Comments
The results of the analysis conducted in this study confirm the notion that despite
improvements registered over the last years, the problem relative to avoidable death
in our country is still very present and needs to be faced with growing attention.
In particular, this data firmly demonstrates how necessary it is to act through primary
and secondary prevention plans; this should be done not only at the general level of
population, but also by differentiating the plans themselves by gender. As a matter of
fact, it is very clear how necessary it is to increment primary prevention plans for both
genders, although a prevalence may be noticed in males (over 75% of the national
figure for males compared to slightly less than 50% for females); while, for that which
regards secondary prevention, it is necessary to pay greater attention to the female
sphere (31,4% of avoidable mortality referred to women and “only” 2,3% to men),
since the pathologies in question prevailingly regard this gender. Regional variations
for males go from a minimum of 18,2% in the Liguria Region and a maximum of 31,2%
in the Province of Bolzano; instead for females it goes from a minimum of 10,5% in
Campania and a maximum of 16,3% in the Molise Region.
And once again confirming the statistics illustrated in the CEIS Health Report 2005
relative to death mean values, it is necessary to eliminate the unjustified different geographical distribution of avoidable mortality. The present study in fact demonstrates
(as has already been illustrated by ERA) that there is a very complex geographical
variability inside the groupings of causes considered. In particular, the figure that
preoccupies the most is referred to the third group (mortality amenable to suitable
sanitary and medical care) which confirms the Rapporto CEIS Sanità 2005 data stating that the southern Regions are prominently behind compared to those in the north
and centre. Moreover we must not neglect the fact that, although less prominently, the
same situation of tardiness can be verified even in relation to the second group –
especially for that which regards the female population (confirming a certain degree of
tardiness in establishing screening programmes, etc.).
The second part of the study has also underlined a positive and encouraging aspect
relative to public healthcare interventions for the three groups of avoidable mortality,
which have always been highly relevant to our country (lung cancer, cervix cancer and
ischemic heart diseases). From a general standpoint, the three groups have in fact
demonstrated a constant reduction. But alongside this positive figure it is important
to stress the onset of a specific problem relative to the female gender. The above diagrams (Diagram 6) demonstrate how women are registering an increase in lung cancer which contrasts the decrease reported for males. This calls for increasing campaigns against female smoking. By doing so, there is the possibility of reaching the
same positive results that are being obtained for cancer of the cervix. This is especially thanks to widespread screening for early detection, which is determining a
decrease in death rates for this type of cancer.
It is therefore obvious that there is still an important margin for reducing mortality, on
condition that all the requisites for facilitating suitable prevention policies be in place
and that, at the same time and through the same, there be an attempt to reduce the
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worrisome regional variability (which principally regards the southern Regions) also
regarding death mean values.

Appendix
The indicators of years of potential life lost have been calculated separately for men and
women, for Italy as a whole and for each Region, according to the following two formulas:

=

YPLL

Standard rate of YPLL

=

To calculate YPLG rates, the summation is included in the 5 to 64 year age bracket.

YPLG

=

Standard rate of YPLL

=

dove :
i
age at death
e0
life expectancy at birth
number of deaths at age i
di
ni
population at age i
Ni
reference population at the age of i
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5.3 - The pharmaceutical policies in Italy
Mennini F.S.1, Polistena B.1, Ratti M.1, Spandonaro F.1

5.3.1 Introduction
The defence of health involves an increasing burden for the State, but it is often neglected that this expenditure produces an opportunity of growth for the economic system in
its complex.
There is not, in fact, any doubt that the demand of goods and services tied to the care of
the health constitutes an element of development of the economies of the industrialized
countries, in terms of growth, of occupation and competitiveness on the international
markets (Di Tommaso M., Schweitzer S.O, 2000).
For Confindustria, the importance of the “health sector” (manufacture of pharmaceutical,
chemical and botanic products for medicinal uses; manufacture of surgical, orthopaedic
instruments, of lenses and sight glasses; trade of pharmaceutical products, tools and
sanitary instruments; trade to the detail of medicines, medicinal, instruments and therapeutic material; hospital services; out-patient performances) has progressively gone
increasing within the national economic system: in 1996 its incidence on the GDP resulted equal to 4,9%, in 2004 it was attested to 5,6 (esteemed in € 73,5 Mlds.) in constant
evaluation prices. In the period 1996-2004, the production and the added value of the
sector have grown to about 4% annual middle rate.
The present study wants to offer further elements of knowledge on the contribution given
to the national economic system by the industrial sectors leading “the health sector”
(pharmaceutical industry and industry of the medical services), both in terms of added
value, and of contribution in terms of research and qualified occupation.
5.3.2 The pharmaceutical market
The world pharmaceutics production in term of value ($ 565,4 mlds.) is grown of 10,8%
in comparison with 2004.
In 2005 the Italian pharmaceutical industry has recorded a sale of 19,6 mlds. , equals to 3,5%
of the market, attesting itself to the 5th. place in the world ranking. The Usa, with a sales of $
252,2 mlds. (quota of the 44,61% of the total one) is at the first place, followed by Japan ($ 60,3
mlds.), Germany ($ 31,8 mlds.), France ($ 30,3 mlds.). At the same level as Italy we find the
United Kingdom ($ 19,5 mlds.) and to follow Spain ($ 14,9 30,3 mlds.) (figure 1).
However we have to observe that the countries with the best commercial balance are
Ireland (+15.414 ), Switzerland (+$ 11.290 mils.), Germany (+$ 7.427 mils.), France (+$
5.851 mils.), Sweden (+$ 4.522 mils.). Instead a negative balance is determined for Italy
(-$ 729 mils.), as well as for the Usa (-$ 13.874 mils.), Japan (-$ 3.505 mils.), Spain (-$
2.915 mils.) (figure 2).
1

CEIS Sanità, Faculty of Economics, University of Rome “Tor Vergata”.
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Figure 1 – Division % of the quota of market pharmaceutical world year
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Also as to employees the Italian pharmaceutical industry occupies the fifth place at world
level (74.000 unities), after the USA (282.298 unities), Japan (203.138 unities), Germany
(114.200 unities) and France (99.400 unities), while for the number of firms occupies the
third place (351 unities), after the USA (1.268 unities) and Japan (1.062 unities) (table 1).
At descriptive level it can be observed that the countries with positive commercial balance have a greater number of average firms, varying from about 756 employees in
Switzerland to 308 in France, against values of about 200 employees in Italy, USA and
Japan. In terms of industrial politics it seems therefore particularly important the relationship between the market performance and the dimension of firms.
Analyzing the expenditure in R&S between 1990 and 2004 (figure 3) it can be noticed that
the European industry after a loss of competitiveness, verifiable in a smaller investment
in R&S in comparison with the USA, is now getting closer to the American values: € 21,1
mlds. in Europe (+18% in comparison with 2000) against the 23,8 of USA in 2004 (+3%
in comparison with 2000).
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Figure 2 – Import/export of the world pharmaceutical sector year 2005
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Table 1 – Number of firms and employees in the world pharmaceutical
sector year 2005

USA
Japan
Italy
Germany
France
Spain
United Kingdom
Holland
Belgio
Ireland
Sweden
Austria
Switzerland
Denmark
Finland
Norway
Greece
Portugal

N° of firms

Number of employees

1.268
1.062
351
333
323
238
202
65
56
47
41
41
41
29
26
13
-----

282.298
203.138
74.000
114.200
99.400
39.000
73.000
16.000
27.185
22.500
20.100
9.523
31.000
16.759
6.648
4.571
11.300
10.717

Source: Associations of category
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Media employees
for firm
223
191
211
343
308
164
361
246
485
479
490
232
756
578
256
352
-----
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Figure 3 – Pharmaceutics expenditure in R&S years 1990-2004
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5.3.3 The pharmaceutical industry in Italy
The active pharmaceutical firms in Italy are 351 in 2005, distributed almost anywhere in the
territory (table 2): a greater prevalence is in Lombardia (168 unities) and in Lazio (78 unities).
The employees of the pharmaceutical sector are 74.000 in constant growth; in 2005 the occupation has grown of 1%.
A remarkable amount of the employees, 8,15% equal to 6.030 unities, are busy in activity of
research, against an average of the industry of 1%. The expenditure in R&S in 2005 has been
of € 1.070 mils., equal to 10,1% of the total expenditure in R&S of the Italian industrial sector.

Figure 4 – Expenditure for R&S in Italy years 1980-2005
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Table 2 – Unity local and busy in the Italian pharmaceutical sector year 2005

Total number
Region Total
% on the tot
centers in
Number
unity local
search
Local Unity

Region

Abruzzo
Basilicata
Calabria
Campania
Emilia Romagna
Friuli Venezia Giulia
Lazio
Liguria
Lombardia
Marche
Molise
Piemonte
Puglia
Sardegna
Sicilia
Toscana
Trentino Alto Adige
Umbria
Valle D'Aosta
Veneto
Totale Italia

5
10
19
3
78
11
168
3
19
4
6
28
2
8
364

1,37%
2,75%
5,22%
0,82%
21,43%
3,02%
46,15%
0,82%
5,22%
1,10%
1,65%
7,69%
0,55%
2,20%
100,00%

1
1
5
2
17
3
31
2
1
3
9
2
77

% n° centers
Total number % on the tot Total number % occ of
in search
employees search / occ
employees
occ. in the
/ n° unity
in search of the sector
in the sector
sector
local

20,00%
10,00%
26,32%
66,67%
21,79%
27,27%
18,45%
66,67%
5,26%
50,00%
32,14%
25,00%
21,15%

634
608
3.567
370
17.280
389
33.705
1.201
1.716
315
1.019
7.119
160
5.917
74.000

0,86%
0,82%
4,82%
0,50%
23,35%
0,53%
45,55%
1,62%
2,32%
0,43%
1,38%
9,62%
0,22%
8,00%
100,00%

130
45
355
16
1.033
22
2.798
35
75
137
575
809
6.030

20,50%
7,40%
9,95%
4,32%
5,98%
5,66%
8,30%
2,91%
4,37%
13,44%
8,08%
13,67%
8,15%

Source: Farmindustria

In comparison with 2004 the expenditure in research is grown of 6,5% confirming the positive
trend of the last years (+17% from 2003), definitely superior to the Italian average growth (+5,2).
The contribution in gross fixed investments of the pharmaceutical sector (table 3) is equal to
€ 990 mils. with an increase of 5% in comparison with 2004 (total Italy +2,1%); the investment
for employee is esteemed in € 13.400.
As already said, in 2005 the general commercial balance of the Italian pharmaceutical sector
(figure 5) records a negative sale of € 1,3 mlds., but in comparison with 2004 there is an improvement of € 536 mils. Its general exports (drugs plus active principles) are increased of
15,30% (€ 1.478 mils.), as also the importations (8,18% equal to € 942 mils.).
5.3.4 The sector of the medical devices
Immediately after the pharmaceutical sector, in dimensional terms comes the medical device.
The two sectors share some fundamental elements, that is the vocation to the innovation of
the research and the strong regulation, notwithstanding their different peculiarity.
In the last years the interest toward the sector of the medical device has increased in corre-
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Table 3 – Gross fixed investments in Italy
year 2005
Industry
pharmaceutical

Total
Italy

990

291.981

Gross fixed investments
2005 (mil. €)
Rates % of variation
2005/2004
Investments for occupate
2005 (mgl €)

5,0%

2,1%

13,4

12,0

Source: Farmindustria, Istat

Figure 5 – Import/export of the Italian pharmaceutical sector
(drugs + active principles) years 1986-2005
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spondence with the continuous technological evolution, that has made the medical device
play again an important role in the therapeutics and diagnostic clinic, up to the creation of new
surgical methodologies.
The sector of the medical devices is composed of a considerable number of firms, of products
and technologies that are the evidence of a vital and complex market.
The D. Law February 24 th 1997, n. 46, carrying out the directive 93/42/CE, defines device
medical “any tool, instrument, plant, substance or other product, used on its own or in combination, including the software computer employee for the correct operation, and destined
by the manufacturer to be employed in the man in order to diagnosis, prevention, control, the-
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Box 1: Identification of the medical devices

Medical devices active implant, understood as “any active medical device destined to
entirely be installed or partially through surgical intervention or physician in the human
body or through medical intervention in a natural orifice and destined to stay you after the
intervention”;
Physician-diagnostic devices in vitro, defined as “any medical device composed by a
reagent, from a reactive product, from a calibrator, from a material of control, from a kit,
from a tool, from an instrument, an equipment or a system, used alone or in combination,
destined by the manufacturer to be employed in vitro for the examination of champions
coming from the human body, I included blood and given fabrics, entirely or mainly to the
purpose to furnish information on a physiological or pathological state, or on a congenital
anomaly or information that allow the determination of the safety and the compatibility
with receiving subject potential, or that they allow the control of the therapeutic measures. The containers of the champions they are considered physician-diagnostic devices in
vitro. They intends for containers of champions the devices, of the type in a vacuum or
no, specifically destined by the manufacturers to directly receive the champion coming
from the human body and to preserve him/it to the goals of a diagnostic examination in vitro. The products destined to generic uses of laboratory are not regulating physician-diagnostic in vitro unless, you give their characteristics, is specifically destined by the examinations manufacturer diagnostic in vitro”;
Other medical devices, that don’t reenter in the preceding categories, that satisfy the
general definition of the D. Lgs February 24th 1997, n. 46.

rapy or attenuation of any illness; any diagnosis, control, therapy, attenuation or compensation of a wound or a handicap; of any study, substitution or change of the autonomy or physiological trial; of any intervention on the conception, without interfering with the conception
action, in the or on the human body, which it is destined to, with pharmacological or immunological means neither through a metabolic process but whose function can be assisted by
such means”. Inside this general definition and making reference to the D. Law December
14th 1992, n. 507 (according to the European directive 90/385/CE and to the D. Law
November 7th 2000, n. 332 and to the European directive 98/79/CE) we can distinguish three
great families of medical devices: regulating active implanting, devices for medical diagnostic
in vitro and the remaining devices (Box1).
5.3.5 The market of the medical devices
The world market of the medical devices is valued in about € 184 mlds.; the European
market, second only to the American one, and it represents 30% (€ 55,2 mlds.), about
78% of which is held by five States (Germany, France, Italy, Great Britain and Spain)
(table 4 and 5). According to the OECD, in Europe the sanitary expenditure for the medical devices represents the 6,2% of the total of the sanitary expenditure (5,4% if the 15
countries of the European union are considered) (table 5).
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Table 4 – Share of medical device world market 2002

US
Europe
Japan
Rest of World
Total

Source: Eucomed 2003

Expenditure (€ Bill. )

Share

79
55
20
30
184

43%
30%
11%
16%
100%

Table 5 – European market in medical devices year 2002

Germany
France
Italy
United Kingdom
Spain
Netherland
Switzerland
Sweden
Norway
Denmark
Belgium
Poland
Austria
Portugal
Greece
Finland
Czech Republic
Ireland
Hungary
Slovenia
Slovak Republic
Latvia
Lithuania
Luxembourg
Estonia
Cyprus
Malta
Europe

Expenditure (€ mill)

Share

19.000
9.000
6.160
5.800
3.000
2.500
1.360
1.080
930
870
820
770
730
600
540
450
370
360
360
130
110
60
60
50
40
30
20
55.200

34,42%
16,30%
11,16%
10,51%
5,43%
4,53%
2,46%
1,96%
1,68%
1,58%
1,49%
1,39%
1,32%
1,09%
0,98%
0,82%
0,67%
0,65%
0,65%
0,24%
0,20%
0,11%
0,11%
0,09%
0,07%
0,05%
0,04%
100,00%

Source:OECD, European Commission, Eucomed Member Associations and Medistat
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MD expenditure
per capita (€)
230
150
107
97
73
154
188
120
206
161
79
20
90
57
49
86
36
89
36
65
20
26
17
111
30
41
50
88

MD % of total
health expenditure
8,6%
6,5%
5,8%
4,8%
6,1%
6,5%
4,5%
5,1%
6,2%
5,7%
3,6%
6,1%
4,3%
5,3%
4,4%
4,8%
7,9%
4,9%
9,2%
7,1%
8,6%
11,5%
8,3%
4,1%
10,8%
4,5%
1,7%
6,2%
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Figure 6 – Import and exports of medical technology in Europe 2002 (mil. $)
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At European level Germany, Ireland and the United Kingdom only have a positive commercial balance; Italy has a negative sale of € 1,4 mlds. (figure 6).
The sector is on the whole characterized by an elevated number of enterprises of small
dimension: to Eucomed, an association at European level of the industrial sector of medical technologies, are associated about 8.500 firms, with middle dimension of 45 employee (table 6).
Altogether the industry in Europe occupied in 2002 about 386.000 unities (table 7).
As well as for the pharmaceutical industry, a correlation is underlined between the dimension of firms and the commercial sale: the country with best sale, Germany, has an ave-

Table 6 – Medical technology legal entities in Europe, 2002

United Kingdom
Germany
France
Spain
Sweden
Switzerland
Italy
Denmark
Rest of Europe

N° of Companies
1.445
1.105
1.020
1.020
765
510
510
425
1.700

Source: Eucomed Member Associations
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Share
17%
13%
12%
12%
9%
6%
6%
5%
20%
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Table 7 – Share of Employees of the European medical technology market, 2002

Germany
United Kingdom**
France
Switzerland
Ireland
Italy
Finland
Sweden
Denmark
Spain
Austria*
Poland
Netherland
Belgium*
Czech Republic
Hungary
Portugal
Norway
Greece
Slovak Republic
Slovenia*
Europe

N° of Employees
100.000
50.000
40.000
40.000
22.000
20.000
20.000
15.000
14.000
13.000
9.033
8.700
7.000
5.500
5.000
4.500
3.200
3.100
2.500
2.198
1.237
385.968

Share
25,91%
12,95%
10,36%
10,36%
5,70%
5,18%
5,18%
3,89%
3,63%
3,37%
2,34%
2,25%
1,81%
1,42%
1,30%
1,17%
0,83%
0,80%
0,65%
0,57%
0,32%
100,00%

Notes:
* I included only the members of the in partnership national companies to Eucomed
* * I also included the suppliers
Source: Eucomed Member Associations and Medistat

rage dimension of enterprises (90 employees) double in comparison with the average.
In terms of expenditure in R&S, the incidence on the total expenditure of the medical
devices, records a clear difference from USA (12,90% of the 1999 total expenditure) and
Europe (in average the 6,35% of the total expenditure between 2000 and 2003), and
Japan (5,8% of the 2000 total expenditure).
5.3.6 The industry of the medical devices in Italy
The Italian sector of the medical devices represents in Europe the third market with a
quota equal to 11,12%.
The principal compartments of the medical devices are: the dental products; the laboratory diagnostic; instrumental diagnostic; the orthopedics; products for the dialysis; products for the cardiology; sutures; self monitoring diagnostic; absorbent aids for inconti-
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nence; infusion; laparoscopy.
Data of billing 2004, related to the in partnership firms Assobiomedica, point out that the
Italian market of the biomedicale has realized a billing equal to € 3.428 mlds., that of the
diagnostic ones in vitro € 1.762 mlds. and that of the products from laboratory € 525 mil.
As already said, the commercial balance in 2002 is negative for € 1,4 mlds. (1,4 mlds. of
€ for the exports and € 2,9 mlds. for the importations).
The firms of the Italian sector are mainly based on Italian capital (54%), whereas the multinationals are located outside the national territory. 67% of the firms of the association
of category are of commercial character, whereas the ones that develops activity of production of medical technologies, 85% is formed by national manufacturing. It is formed
by a considerable number of firms of small dimensions (73,9% don’t overcome t20 mils.
€ of annual sales), mainly located in the Center North Italy, with a greater concentration
in Lombardia, Emilia Romagna and Lazio.
At level of Italian SSN it is recently been faced the problem of the monitoraggio of the
expenditure for medical devices, that it is second only to the pharmaceutics one.
This has determined an abundant regulation that is worth describing. With the aim to
make monitorable the attributable expenditure to the medical devices, with the law of
December 27 2002 ns. 289 arts. 57 has been founded the Committee Unica of the
Devices (CUD), to which following competences have been attributed:
• to make transparent the market of medical devices through the publication and the
updating of a repertoire;
• to elaborate evaluations of technology assessment on the relationship cost benefit and
risk benefit of the new medical devices;
• to improve the system of vigilance on the accidents;
• to effect an overseeing of the market of the consumptions and of the prices applied to
the structures of the SSN;
• to favour a research on the innovative medical devices and of quality.
The CUD in 2004 undertook the layout of the National Classification of the medical
Devices (CND). It has an alpha numerical structure developed at hierarchical tree multilevel, that gathers the medical devices in Categories (Box 2), Groups and Typologies.
In this first layout the medical devices of diagnostic in vitro have not been included yet.
The financial law 2006, paragraph 409, introduces a series of obligations for the manufacturing firms of the medical devices modelled on the bases of the existing regulation
for the pharmaceutical industry; the most meaningful elements of such regulation are:
• the classification of the devices is approved with decree of the Minister of the health,
previous agreement with the Regions and the autonomous Provinces;
• it is established, with the institution of the general repertoire of the medical devices, the
date elapsing from which they can be purchased within the national sanitary Service,
used or entirely distributed the enrolled devices in the same repertoire;
• the firms that produce or introduce medical devices in commerce in Italy are kept to
declare through direct self-certification to the Office of the health within 30th April of
every year, the general amount of expenditure sustained in the preceding year for the
activities of promotion by the physicians, the health care professionals, including the exe-

[280]

CEIS Health Report 2006

BOX 2: National Medical Device Classification

A
B
C
D
E
F
G
H
J
K
L
M
N
P
Q
R
S
T
U
V
Y
Z

Description
Devices from administering, withdrawal and collection
Devices for blood transfusion and haematology
Devices for circulatory system
Disinfectants, antiseptics and proteolisys
Devices for endoscopy
Devices for dialisys, haemofiltration and haemo diafiltration
Devices for gastrointestinal system
Devices by sutura
Devise active installable
Devices for mini-invasive surgery and elettrosurgery
Surgery device multipurpose or reusable
Devices for general and specialistic treatment
Devices for nervous and medullary system
Devices for tesici and product for osteosynthesis
Devices for dentistry, oftalmology and otolaryngology
Devices respiratory and anaesthesia
Product for sterilization
Devices for defence and assistant for incontinence
Devices for urogenital system
Rarity devices
Assistant for disability
Health equipment

Source: Ministry for Health

cutives of the sanitary firms, and by the chemists, as well as the division of the same one
in the single cost; voices
for the information insertion in the databank necessary to the institution and the management of the repertoire of the medical devices, the producers and the distributors are
subject to the payment, for the Office of the health, of a rate of € 100 for every device.
The rate is also due for the insertion of information related to changes of the devices
already included in the data bank.
5.3.7 Final considerations
It has been recently observed that the industry linked to the health sector produces a
meaningful direct and indirect added value, esteemed in the order of the 12% of the GDP,
positioning itself at the third place after Building and Constructions, and Alimentary.
This shows that an analysis of the compartment only noticing the aspect of the charge is
partial, although remarkable, for the public system, if it does not take in account the con-
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tribution given to the development of the Country.
The analysis of the industrial politics in sanitary field in Italy is certainly partial.
The few introduced data show, however, that it is necessary to face the theme of the
industrial development and the containment of the sanitary costs within an integrated
logic. In first place, in fact, it strikes the correlation between commercial balance and the
average dimension of firms: this implies that the firms must be able to grow for being
competitive and to contribute in this way to the welfare of the Country.
The regulation as to the containment of the costs, although certainly necessary, must also
pay attention to the perspectives of development of the firms, from which the Country
has a benefit in terms of added value, commercial balance, occupation, research and
also fiscal, that is added to the welfare created by the availability of technologies that
improve and lengthen the life.
It should be considered, besides, that Italy, and Europe, are trying in general to fill a gap
in terms of innovative accumulated in the years ‘90s in comparison with the USA: the present contribution does not want to analyze the reasons for this gap and the real industrial
performances of the two areas; but it has been observed that to reach such an objective
is necessary that a favourable environment for the research and the innovation will be
developed.
Among the elements necessary to get this aim, certainly an important element is the environmental “stability” that, in a sanitary system where the question is almost entirely
public, implies to set great attention to the impact of the sanitary politics: in other terms,
an environment “perturbed” by too frequent regulations influences negatively the business performances and therefore as the perspectives of development, discourages the
investments and the creation of added value.
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5.4 - Mobility of italian patients within
European Union
Donia Sofio A., Gabellini A.

5.4.1 Reasons for patient mobility
The phenomenon of patient mobility within European Union has been only lately
analysed. Till recent years, the countries belonging to EU have operated individually
only on the basis of national rules.
This was mainly due to two reasons: first of all the NHSs granted access to health services only to people living on their own EU country territory. Secondly, health care has
not been involved in community policies for many decades. Only in 1993 with
Maastricht Treaty, the European Commission has played a complementary role on the
ground of health services, however within the limits of comma 5 in art. 152 according
to which “the arrangement and supply of health services” pertain exclusively to each
EU member State.
In the last decades, though, many structural changes, both political and economical,
have occurred in Europe, and they have put under pressure the whole arrangement of
health care supply within the EU member States (progressive ageing of population,
development of new technologies, increase in management costs, strict macroeconomic constraints which reduce the financial affordability of each NHS).
In such a context, other factors have boosted the reasons for patient mobility, mainly
due to the obvious desire of each patient to look for the best and cheapest health care
provided as early as possible.
The first of the factors responsible for patient mobility is the people mobility within the
EU, for job/study reasons or simply for touring around. In that the EU Court has played a very important role with issuing Bills1 regulating service supply, including health
care, with recognizing that, within the EU and under certain conditions, the State of
origin will be charged for the cost of health care provided to citizens coming from
other EU countries; finally the multiplying effect brought about by the new information
technologies has offered an easy way to obtain and exchange news on the best international health care providers.
As a result five different categories of “mobile” patients can be detected according to
the reason for their mobility:
• tourists who need health care while they are visiting one of EU countries;

1

The most important ones have been those ruling the cases Decker (1995), Kholl (1996), Vanbraekel (1998), GeraetsSmits/Peerbooms (1999).
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• retired people who live in country different from that of origin (as in Spain);
• borderline community people who sometimes may like to be treated beyond the borders
(as in the Euroregion “Meuse Rhine” including parts of Belgium, Germany and The
Netherlands);
• patients who prefer to be treated or to buy medication and/or sanitary equipment in a
foreign country because of expected higher quality services, easier accessibility and cheaper price (especially as regards out-of-pocket payments);
• patients who are encouraged to go abroad by their own NHS to circumvent internal capacity constraints (as in the case of Malta).
Let’s examine the hypothesis by which the cost of treatment is afforded directly by the
patient. In this case the choice among several health care providers, located in different
European areas, is taken on the basis of the expected quality treatment (effectiveness, adequate care supply tempestivity, way of treatment delivery), and also on the total cost resulting from the direct costs for treatment itself plus the costs not directly connected with treatment. These last include: journey and accommodation for the carer; transfer costs in terms
of time; psychological costs connected with the journey in a foreign country, language problems, and may be lack of local assistance.
As far as it is concerned with direct costs, the international transactions in the health sector
are supposed to include highly-specialized services which are usually very expensive. So, in
this case the chance to get health care abroad is based on patient’s economic condition, on
the ability to obtain and select information on the range of health care offered in other countries, on how much relevance is given to good health, and on up to what extent patients can
afford the costs of maintaining and improving their health condition.
On the assumption that patients will be charged for the whole cost of health care, they or
their GP are entitled to take their choice about the sanitary structure where they prefer to be
treated.
Actually, in most cases, it is the “the third payer” that is almost entirely charged for the costs
of health care provided abroad. In the case of Italy, the third payer is the NHS.
5.4.2 Regulation of mobility in Italy
The community rule (art. 22 of the EC regulation n. 1408 and following changes, especially
the EC regulation n. 631/2004) recognizes the right to all European citizens, and consequently also to Italians, to be granted health care out of the borders of their mother country
or residence country. In this case, health care delivery during the stay abroad is connected
with both Health Ministry and Ministry of Foreign Affairs.
On observing more closely how health care delivery abroad is arranged inside our NHS, it is
important to make a twofold distinction: in the first instance the access system to health
care, and in the second instance the several different types of documentation required to
obtain health care abroad.
Access to health services abroad may be of two types: either direct or indirect. All citizens
living in EU and in extra-EU countries with which Italy has stipulated agreements accordingly,
may have direct access to health services with filling out and showing the required forms. In
this case Italian citizens are entitled to obtain charge-free health care while their Local Health
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Authority (ASL) will be charged for the costs.
Indirect access to health care may be obtained by those patients who live in extra-EU countries with which Italy has not stipulated any agreement on the matter of health care delivering. In this last case patients must pay the total cost for treatment, up to 80% of which, may
be reimbursed by their ASL after returning to Italy and showing acknowledgement of receipt.
It is to be taken into account that such a reimbursement, in many cases, is granted on the
basis of the patient’s income.
As regards the required documentation, it varies depending on whether the patient is abroad
either for a temporary visit or for a pre-arranged treatment.
In the first case the “instrument” that entitles Italian citizens to have direct access to urgent
and necessary health care during a holiday is the European Health Insurance Card (EHIC),
which has lately substituted the old-fashioned E111 form. The EHIC is operative “only” in the
25 EU countries, in those belonging to Economic European Area2 and in those countries
which have stipulated conventions on the matter of health care with our NHS3.
In the hypothesis of a transfer patient to another country to undergo surgery such as a transplant, the documentation required to be given charge-free health care is the E112 form, and
it covers the same area as the EHIC.
Inadequacy and tempestivity are the two parameters to evaluate before deciding whether it
is suitable to go abroad to obtain surgical treatment such as a transplant. The former involves careful assessment of the patient’s needs as well as of the equipment and procedures
available in Italy, while the latter involves careful attention to how urgent is the case, how long
the waiting list is for the required treatment and up to what extent delay in treating may worsen patient’s condition or be life-threatening.
On considering the relevance of the above parameters, a Regional Reference Centre (CRR)
has been set up in each Italian Region with the main function to ascertain whether and how
much a case is serious and in want of urgent care abroad or transplant. These centres, which
cover most of the medical branches, are entitled to issue authorization to patient transfer
abroad to obtain both treatment and reimbursement for the costs of health care obtained
abroad.
Such an authorization, which consists in the E112 form, plays a fundamental role in health
care supplied abroad, as only authorized treatment costs can be charged to the competent
Italian ASL by the foreign sanitary structure. In this case treatment is charge-free for the
patient except when cost-sharing is required by the receiving country as arranged.
With periodically comparing the number of credit or debit bills issued by the several ASLs,
you get the positive or negative mobility balance but, until the national (TECAS)4 and
2
3

Norway, Iceland, Liechtenstein and Switzerland.
Argentine, Australia, Brazil, Capo Verde, San Marino, Yugoslavia, Croatia, Macedonia, Bosnia-Herzegovina, Slovenia, the
Principality of Monaco and Tunisia.

4

The info project TECAS, adopted on December 15th 2004, is a useful tool supporting international mobility. It helps the
ASLs and the CRRs to exchange the recorded information easily and quickly through the Internet. This system should grant
a complete flow of data on Italian patient transfer for treatment abroad, a continuous monitoring of the transfer and a better handling of the international mobility. This would result in more proper use of resources with remarkable cost reduction.
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European info project is complete, the bill accounting in due time remains an unsolved problem. As bill transmission may occur long after treatment (even 4 or 5 years later), the data
about last years’ bills are still incomplete.
5.4.3 Economic Analysis of Mobility in Italy
Analysis of the Italian scenario shows that our passive patient mobility is among the
highest in the EU. In the last years, in fact, the number of patients on the Italian NHS
requiring and obtaining treatment abroad has exceeded the number of foreign patients
requiring and obtaining treatment in Italian Hospitals. This is a sign of a remarkable trend
by which Italian patients undertake the so called “health journeys”, and at the same time
it shows the lowest interest of foreign patients for our structures, being this a sign of ineffective health services provided by our NHS.
On considering the high direct costs connected with the highly-specialized services (e.g.
a transplant), it is easy to understand how much these transfers may affect the balance
of each ASL.
The first table shows the number and the amount of bills (E111 plus EHIC, and E112)
issued and accounted in the last five years. This table actually shows the extent of sanitary mobility in Italy and its burden on the National Balance. However the data are still
being processed (those concerning the years 2004 and 2005 are still incomplete owing
to the above mentioned delay on bill accounting), it is clear that the scenario cannot be
reversed all of a sudden, in fact table 1 shows a sharp negative balance with a lot more
debit bills than credit ones. It appears then that the cost of health care provided abroad
to Italian citizens brings a negative balance every year and has consumed resources from
our NHS for a total amount of € 219.753.580,87 with a yearly mean amount of €

Table 1 – Bills issued and due in Italy (E111/EHIC+E112)
Credits
Year
2000
2001
2002
2003
2004
2005
2000/2005

Num. of Bills
77.181
77.570
71.415
57.204
28.491
1.459
313.320

Amount of bills in €
32.634.250,17
33.957.200,89
34.794.889,38
30.799.238,96
18.392.478,63
1.588.166,98
152.166.225,01

Debts
Num. of Bills
115.934
114.396
104.290
109.846
75.547
11.755
531.768

Amount of bills in €
85.523.868,76
82.718.585,87
77.512.057,97
77.570.696,71
43.580.369,55
5.014.227,02
371.919.805,88

Balance in €
-52.889.618,59
-48.761.384,98
-42.717.168,59
-46.771.457,75
-25.187.890,92
-3.426.060,04
-219.753.580,87

Source: Ministry of Health

4

The info project TECAS, adopted on December 15th 2004, is a useful tool supporting international mobility. It helps the
ASLs and the CRRs to exchange the recorded information easily and quickly through the Internet. This system should grant
a complete flow of data on Italian patient transfer for treatment abroad, a continuous monitoring of the transfer and a better handling of the international mobility. This would result in more proper use of resources with remarkable cost reduction.
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43.950.716,00.
At this stage, if you analyse each item of the total expense, you see how the scenario
changes according to the bill type.
If you consider only the costs connected with health care supplied during a temporary
visit (table 2), it is apparent that almost always the balance is positive. This is a sign of
widely provided health care to EU citizens, temporarily present on our territory, by the
sanitary structures that have stipulated conventions with our NHS. It is due to say that
health care provided in the above case is limited to emergency treatment required by

Table 2 – Bills from E111/EHIC form
Credit Bills
Year
2000
2001
2002
2003
2004
2005
2000-2005

Num. of Bills
69.263
69.222
63.582
51.805
26.672
1.407
281.951

Amount of bills in €
28.900.203,74
29.593.694,94
29.611.951,48
27.733.857,71
17.290.460,55
1.525.439,56
134.655.607,98

Debt Bills
Num. of Bills
70.531
67.293
58.568
57.398
25.874
1.136
280.800

Amount of bills in €
26.858.745,87
26.852.678,49
26.388.006,82
28.381.712,24
15.947.442,79
1.267.506,92
125.696.093,13

Balance in €
2.041.457,87
2.741.016,45
3.223.944,66
- 647.854,53
1.343.017,76
257.932,64
8.959.514,85

Source: Ministry of Health

patient’s condition.
If, instead, you analyse the balance of health care provided for highly-specialized treatment (table 3), that is health care obtained by Italian transfer patients to another EU
country or by European patients in Italy, you observe that credits are almost totally
absent, which is a sign of the lowest interest for Italian sanitary structures (Hospitals, specialized centres, institutes, etc. …), by European citizens.
At the same time the heavy debts show that patients on our NHS increasingly look for

Table 3 – Bills from E112 form
Credit Bills
Year
2000
2001
2002
2003
2004
2005
2000-2005

Num. of Bills
998
916
774
193
100
3
2.984

Amount of bills in €
1.003.366,31
1.181.590,69
1.168.157,18
525.671,94
205.769,31
13.934,71
4.098.490,14

Debt Bills
Num. of Bills
15.798
13.448
12.580
11.488
22.936
7.266
83.516

Source: Ministry of Health
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Amount of bills in €
51.711.192,21
48.413.774,53
41.978.783,65
37.557.448,21
20.593.435,02
3.092.622,14
203.347.255,76

Balance in €
- 50.707.825,90
- 47.232.183,84
- 40.810.626,47
- 37.031.776,27
- 20.387.665,71
- 3.078.687,43
-199.248.765,62
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better treatment in other European countries than in Italy. In some cases they are attracted only by the fame of the foreign sanitary structures, but in many others they are pushed by the inefficiency found in Italian Hospitals, first of all the too long waiting lists. The
below data in table 3 show how the costs for highly-specialized services is extremely
unbalanced in favour of the foreign countries in a ratio 50 to 1.
Finally, the whole balance of the last five years is shown in table 4 where all that has so
far been said is apparent, i.e. a positive balance, even though of little relevance, for emergency care (E111/EHIC), while the balance is definitely negative for pre-arranged highly-

Table 4 – Final Balance of pre-arranged and emergency care
Years 2000-2005
E111/EHIC
E112
Tot.

Credit in euro
134.655.607,98
4.098.490,14
138.754.098,12

Debt in euro
125.696.093,13
203.347.255,76
329.043.348,89

Balance in euro
8.959.514,85
- 199.248.765,62
- 190.289.250,77

Source: our processing on Ministry of Health data

specialized treatment.
For a better understanding of the remarkable difference, a data may be useful: the mean
amount of each bill for each treatment, calculated over a period of 5 years (table 5). A
highly-specialized treatment such as a transplant will cost much more than “emergency
care” provided to a tourist on holiday in Italy. Moreover, the higher cost for debit E112
compared with credit E112 let us understand either that health care provided abroad is
higher quality than that provided in Italy, or that the same health services cost less in Italy
than elsewhere. This may be explained by our lower mean expense for health services.
Now, if you take into account only E112 forms, it is useful to analyse the European areas
that attract a huge number of patients pushed to go abroad either by the long waiting lists
in Italy, or to obtain treatment not available in our country.
All E112 bills – and their balance – issued and due from Italy and distributed through EC
countries between 2000 and 2002 are shown in table 6, where you see that the most inte-

Table 5 – Mean amount for each bill
Years 2000-2005
Form
E111
E112
TOTAL

Credit in euro
478
1.373,40
486

Debt in euro
447,60
2.434,80
699,40

Source: our processing on Ministry of Health data
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resting data are certainly provided by France, whose debit bills, and above all their balance, show how this country highly attracts Italian patients, so maturing huge credits on
Italian NHS. In this special list you also find Belgium and Germany with similar balance
but quite far from the French levels. Italy instead can only claim credits on very few countries (Greece, Spain, Luxemburg, and Denmark) for health care provided to their citizens.

Table 6 – Bills from E112 form issued by each EU country Years 2000-2002
Debits
Country
France
Belgium
Germany
Austria
Sweden
United Kingdom
Holland
Spagna
Lyxemburg
Finland
Norway
Liechtenstein
Greece
Denmark
TOTAL

Number of
debit bills
27.472
8.358
2.940
1.410
320
302
124
26
11
5
3
1
0
0
40.972

Credits
Amount of debit
bills
91.342.966,24
15.588.785,66
18.921.757,63
8.397.548,92
3.082.703,88
2.603.904,96
319.871,13
20.597,17
24.432,26
23.755,58
9.165,90
2.930,75
0
0
140.338.420,08

Number of credit
bills
163
10
416
24
2
28
9
28
23
0
0
0
42
3
748

Amount of credit
bills
149.409,73
17.620,33
730.126,57
69.812,79
1.493,18
50.509,07
46.439,83
39.772,40
34.341,06
0
0
0
187.368,04
1.772,47
1.328.665,47

Source: our processing on “il sole 24 ore-sanità” data

If you then analyse the authorizations issued in 2002 for each medical branch, you will
realize that most of our patients are pushed to “migrate” owing to long waiting lists in
Italian structures or to obtain organ transplant (in most cases liver, kidney, heart and lung),
or for the follow-up.
Oncology is also a branch that requires a huge number of authorizations because many
Italian patients, especially from Sardinia and Campania, in need of health care in this
branch, apply for treatment in French or Belgian advanced centres.
Orthopaedics is also widely required, but not as much as the first two. In this branch
treatment for scoliosis and prostheses are mainly required.
Radiotherapy, neurosurgery and eye care are the least required.
5.4.4 Conclusions
In the European concern patient mobility may produce positive issues as competition
between the several European health care providers may lead to improving the services
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Balance
in Euro
- 91.193.556,51
- 15.571.165,33
- 18.191.631,06
- 8.327.736,13
- 3.081.210,70
- 2.553.395,89
- 273.431,30
19.174,70
9.908,80
- 23.755,58
- 9.165,90
- 2.930,75
187.368,04
1.772,47
- 139.009.754,6
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offered by the “exporting” countries as well as those offered by the “importing” countries.
On the demand side, this exchange within EU is expected to enlarge the sanitary market
with a wider range of choice for the citizen/patient.
On the other hand, mobility may also lead to risks both for the patients and for the
“importing/exporting” sanitary systems, especially if the process is not correctly handled.
As far as it is concerned with the patients, for sure equity principle is neglected, because the patients who go abroad to obtain health care on their own bypass internal priority
procedures, while the ones who can’t afford additional costs abroad don’t have full
access to health care.
Owing to huge mobility, the “importing” country may run the risk of granting foreign
patients priority access to treatment as they pay higher fees than the residents, causing
a push both toward a rise in fees and waiting list lengthening. On the contrary, in “exporting” countries, where cost-containing policies, based on offer-constraint, are adopted,
patient mobility may circumvent these policies.
Finally, patient mobility may be very expensive and increase the widening of private
health sector.
To avoid the negative issues of mobility, the project Europe for Patients5 2004 suggests
solutions that all member States should agree upon: development of informing nets to
overcome information asymmetry; arrangement of a system granting adequate quality
standards in all EU countries NHSs; special agreements within EU countries on transport,
language, and patient carers; more cooperation between the providers of the countries
in which the actual patient exchange takes place; definition of transparent price set, so
that the perverse incentives and distortions of the market may be reduced to a minimum;
definition of the criteria regulating eligibility of patients applying for specialized health
care abroad; evaluation weather the right to treatment abroad is consistent with what is
included in the benefit package of the State that funds the care.
As regards Italy, the huge direct costs brought by passive mobility on our NHS (without
forgetting indirect costs afforded anyway by “migrating” patients) oblige to more careful
handling of the phenomenon.
The extent of the problem is accentuated by the CRR behaviour, a sort of provider’s moral
hazard, too often due to lack of information, especially in the structures present on our
territory. This is also due to lack of responsibility about transfer costs for treatment
abroad, that leads to improper use of limited resources available.
Anyway, in the Italian concern, it is striking that the Regional Health Systems confine
patient intra-European mobility to the outskirts, just as it actually is at present in some
Regions, whereas in many others mobility may lead to positive competition on the ground
of health care providers.
With reference to what was said above, only some Regions, among which Campania,
Abruzzo, the Autonomous Provinces of Trento and Bolzano, Emilia Romagna and Veneto,
5

The project is aimed at easing the activity of the national and EU policy makers, and it is purposed to maximise the benefits for citizens/patients with reinforcing sanitary mobility in Europe through coordinating legal relationships, arrangements
and regulations.
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have carried out economic and statistic research on patient mobility from their territory,
but the case study of Veneto Region is probably the most outstanding national and
European example of efficiency.
In fact, as you can see in table 7, Veneto is one of the few Italian Regions (the others are
Emilia Romagna, Friuli V.G., and the Autonomous Provinces of Trento and Bolzano) that
can proudly show a positive balance in the financial compensation of international patient
mobility.
In this case the credit comes from health services provided to EU citizens temporarily
present on that Region, namely tourists (either short-term: 1/3 weeks, or long-term:
beyond three months). The positive balance of patient mobility, in this case, did not happen by chance: Veneto Region has arranged health care supply to foreigners in such a
way to meet the special requirements of this category.
The Ministry for Health has lately approved a National Scheme aimed at shortening waiting lists (March 3rd 2006), which may be an instrument able to reverse the “export”
trend. But, in spite of this, patient mobility from Italy does not seem likely to stop until

Table 7 – Regional balance of patients mobility in 2003

REGION
Piemonte
Valle d'Aosta
Lombardia
P.A. Bolzano
P.A. Trento
Veneto
Friuli Venezia Giulia
Liguria
Emilia Romagna
Toscana
Umbria
Marche
Lazio
Abruzzo
Molise
Campania
Puglia
Basilicata
Calabria
Sicilia
Sardegna
Total

Balance E111
- 2.042.939,18
312.276,93
- 2.001.997,48
5.909.018,06
1.117.373,08
1.611.491,96
314.933,95
- 547.834,15
1.393.241,46
1.208.190,48
415.779,90
- 104.629,47
- 1.855.784,38
- 23.393,87
115.131,94
- 1.241.603,00
- 1.383.828,45
- 139.341,58
- 665.889,26
- 2.655.877,00
- 240.605,51
- 506.285,57

Balance E112
- 2.403.065,85
- 145.602,72
- 3.129.286,16
- 1.339.378,83
- 310.064,00
- 965.229,56
- 585.863,92
- 1.282.066,65
- 1.267.286,31
- 1.300.359,80
- 131.470,58
- 557.633,60
- 2.870.328,96
- 797.114,21
- 317.859,27
- 10.683.493,26
- 2.687.781,07
- 178.920,19
- 1.459.619,60
- 3.742.206,48
- 692.073,26
- 36.846.704,28

Source: our processing on Ministry of Health data
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Balance E111 + E112
- 4.446.005,03
166.674,21
- 5.131.283,64
4.569.639,23
807.309,08
646.262,40
- 270.929,97
- 1.829.900,80
125.955,15
- 92.169,32
284.309,32
- 662.263,07
- 4.726.113,34
- 820.508,08
- 202.727,33
- 11.925.096,26
- 4.071.609,52
- 318.261,77
- 2.125.508,86
- 6.398.083,48
- 932.678,77
- 37.352.989,85
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strict measures are taken and practical policies are adopted with interventions aimed at
improving the quality of the existing sanitary structures, especially in those Regions as
Campania and Sicilia where passive mobility is particularly high.
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