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Executive Summary

Review brief

In 2016, the London School of Economics and Political Science (LSE Health) was engaged by the Austrian

Ministry of Labour, Social Affairs and Consumer Protection to undertake an efficiency review of the

country’s social insurance system. The review was specifically targeted at health competencies within the

social insurance system; for this reason, other forms of care covered by Federal and Lander governments,

were only examined where directly applicable.

The review can be broken into four interconnected components, each led by a separate organisation.

Further details on each of these components and their aligning report are provided in the table below.
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This report represents Volume 1 - International Comparisons and Policy Options. The report drew upon
information collected in volumes 2 to 4, as well as further analysis of reports completed by Austrian
organisations and experts, and international experiences. Using this information, a range of policy options

designed to improve efficiency within the Austrian social insurance system were developed.
Overview

Our analysis of the Austrian social health insurance system revealed that the system is both complex, as
a result of its multi-level governance structure, and fragmented, given the dual nature of financing.
Specifically, outpatient care is financed by social health insurance, whereas inpatient care falls under the
joint responsibility of federal and Lander governments, with SHI paying a fixed share of contributions.
Such an arrangement fosters various inefficiencies including cost-shifting, and discourages continuity of

care, which leads to higher overall costs.

This finding is not new, and has been highlighted by various research institutions, as well as policy-makers,
as a key barrier to improving healthcare system efficiency. As a result, in recent years, many efforts have

been made to improve coordination and align incentives.

Ultimately, the problem of dual financing can only be overcome with major constitutional reform to create
joint budgets. However, we recognise the extreme legal difficulty implementation of joint budgets
presents given a two-thirds majority within Parliament is required. In response, the policy options within
this report present pragmatic approaches to enhance coordination and improve efficiency within the

current system.

Another key issue that has been raised, is that concerning the number of social health insurance carriers.
Multiple purchasers of healthcare is not uncommon, for this reason, the total number of carriers, in our
opinion, is not viewed as the most important barrier to achieving efficiency. Rather, it is how Austria
differs in terms of the types of services procured by purchasers, and secondly, by the allocation of funds
to purchasers which represent key challenges. In regard to the former challenge, Austria is unique in that
healthcare purchasers operate in silos (i.e. insurance carriers versus Lander), that is, purchasing care for
a portion, as opposed to all healthcare services. Concerning the latter challenge, only a small proportion
of health insurance carrier funds are risk-adjusted, which results in inequities. This is also the case with
other resource allocation mechanisms in Austria (i.e. federal government to the Lander or from social
health insurance to the Lander), which are mostly based on political negotiations and historical allocation

patterns.
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Limited risk-adjustment has meant that, despite mostly uniform contribution rates, differences in benefits
for specific services may occur. Such an arrangement is inequitable and goes against international trends.
However, it is worth highlighting that self-reported unmet medical need in Austria is one of the lowest in

Europe.

Ensuring high-quality care has also been a key agenda for policy-makers in recent years. Despite this, the
types of quality indicators measured, in addition to the uses of information collected in Austria, could be
enhanced. More robust information on quality within the system will ultimately improve patient

outcomes via the development of evidence-based policies.

Finally, it is evident that Austrian policy-makers have recognised primary care and public health as a key
area for enhancement, for example, with the development of the diabetes disease management program.
Nevertheless, discussions with stakeholders, in addition to findings within the policy and academic
literature, reveal that relative to other advanced European countries, Austria’s primary care and public
health sectors could be significantly improved. This is evidenced by, for example, low rates of vaccinations
and lower than average life-expectancy projections, as well as high inpatient admissions rates. Such
findings reiterate the need for further investment in primary care and public health, while being cognisant

that, in the short-term, cost-savings are unlikely, given the presence of fixed hospitals costs.
Summary of policy options

Based on the findings outlined above, a range of policy options to improve efficiency within Austria’s social
health insurance system have been proposed. Policy options have not been ranked given, ultimately, it is
the responsibility of Austrian policy makers and stakeholders to make decisions regarding the direction of

the healthcare system.

In reviewing these policies, we offer policy-makers and stakeholders the following recommendations:
first, to view policy options outlined in this report, as well those by various Austrian research institutions
and organisations (including stakeholder submissions — Volume 3 of this review); second, to ensure future
discussions and implementation of policy options be done in a transparent and inclusive manner so that
key stakeholders do not view change as a ‘zero-sum game’; and third, to keep in mind that no healthcare
system is perfect, and that any future efforts should build upon current successes, which in the case of
Austria, include high-levels of population satisfaction as a result of ease of access to healthcare services,

and low levels of unmet need.
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It is important to highlight that the remit of this review was limited, given it was restricted to the social
insurance system. However, as previously outlined, given the complex nature of the healthcare system,
where directly applicable, consideration was given to healthcare under the jurisdiction of federal and

Lander governments.

Policy options: Structure of the social insurance system

Four alternative models have been proposed to improve efficiency and equity within the system.
Models 1-3 involve structural change to the social insurance system through an amalgamation of
carriers. Amalgamation, in the short-run, can lead to cost increases given expenses associated with
structural change and implementation. However, in the medium- to long-term, if implemented
correctly, these models could lead to efficiency gains, for example, through economies of scale and
scope, and enhanced knowledge transfers. It is important to note that sub-options for models 1-3 have
also been developed, however, they have not been included in this summary. Model 4 would increase
efficiency and equity by extending risk-adjustment and enhancing coordination within the current

structural model.

e Model 1 (partial amalgamation): one national accident insurance carrier, one national pension
insurance carrier, one employed health insurance carrier (GKKs, BVA, VAEB, BKKs and KFAs) and
one self-employed health insurance carrier (i.e. SVA and SVB).

¢ Model 2 (limited amalgamation): one national pension insurance carrier, one self-employed health
insurance carrier, one employed health insurance carrier (excluding civil servants, i.e. BVA, VAEB
and KFAs), one accident insurance carrier (excluding civil servants), and one joint accident and
health insurance carrier for civil servants.

¢ Model 3 (health and accident amalgamation): one national pension insurance carrier, one health
and accident insurance carrier divided by each of the nine states.

e Model 4 (insurance coordination): model 4 aims to improve the current social insurance system by
enhancing risk-adjustment between health insurance carriers, as well as improving coordination
between carriers through Joint Specialists Centres. Joint Specialist Centre ‘themes’ would be
defined by a joint Working Group (including HVSV, and both the Ministry of Health and Women'’s
Affairs, and the Ministry of Labour, Social Affairs and Consumer Protection), however, it will be the
responsibility of carriers who takes on each theme. Although not compulsory, carriers will be

incentivised to actively participate in the scheme to minimise duplication.
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Policy options: Risk-adjustment

Given model 4, as outlined above, is introduced, the following five risk-adjustment options have been
proposed to improve equity and efficiency within the system. RA1 and RA2 are considered the most

comprehensive and thus mutually exclusive, RA3-5, however, could be implemented in unison.

e RA1: All funds received by social health insurance carriers to be risk-adjusted through a central
agency (i.e. HVSV). Alternatively, a step-wise approach could also be considered, whereby the
proportion of funds risk-adjusted are increased over time until it is felt there is an equitable
distribution of funds.

e RA2: This option would involve a simultaneous reduction to contribution rates and the
implementation of an earmarked levy dedicated to risk-adjustment across social health insurance
carriers.

e RA3: RA3 would amalgamate existing risk-equalisation schemes into one pool of funds to be used
for risk-adjustment purposes. Using the most recent data, risk-equalisation schemes amount to €3
billion annually (including the Hebesétze, or €1.4 billion, excluding the Hebesatze).

e RAA4: Under this option, social health insurance carriers would subsume responsibility for hospital
outpatient departments using an appropriate level of funds from State Health Funds. A central
agency (i.e. HVSV) would be responsible for redistributing funds to carriers based on a range of risk-
adjustment factors. Funds could be used, for example, to enhance primary care and hospital
outpatient departments.

e RAS5: Finally, RA5 would pool a proportion of contributions into a central fund (managed by the
HVSV), which would then be used to reimburse GPs on a capitated risk-adjusted basis. Given the
significant cultural change associated with this policy (i.e. by registering with one GP), this policy is

should only be considered in the long-term.

Policy options: Collection of contributions

The following policy options relating to the collection of contributions are provided below:
Collection of contributions

e Base SVB contributions on actual income: a shift in taxation base towards actual income promotes
an alignment between BSVG and ASVG funds in regards to the collection mechanism of

contributions, and improves equity in the financing system.
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e Introduction of a proportional fiscal system with maximum contributions in the SVB: a shift from
the regressive to a more proportional fiscal system in conjunction with the introduction of a
maximum contribution amount could promote a more equitable collection of contributions, which
can be rendered fiscally neutral.

e Aligning the BVA contribution base with that of regional carriers: lower BVA’'s employee
contributions, whilst raising employer contributions to harmonise the collection of contributions
across funds, which could be rendered fiscally neutral. Gradually lower user charges for BVA insured

to the regional fund level (GKK) to foster equity in the collection of contributions across funds.
Multiple insured persons in Austria

e Single collection of contributions without a choice of carrier: introduce a single location for the
collection of contributions, in addition to keeping maximum contribution bases in place. This can
either be in the form of an independent entity or by nominating regional funds to collect
contributions on behalf of all funds, in order to simplify the administration process. As such, the
refund for excess contributions could be automatically calculated through an official channel,
without the need for manual applications. An absolute hierarchy, or a hierarchy based on the main
income source of an individual could be introduced to determine the carrier membership of an
individual. Further studies on the financial impact on carriers need to be conducted prior to
application of this option.

¢ Single collection of contributions with a choice of carrier: similar to the option presented above,
with the main difference that insured persons could choose their carrier of preference, based on
their professions. While this option does not entirely eliminate inequity in the system, it may reduce
the former, as insured could only switch carriers on an, for example, yearly basis, rather than
intermittently charging different carriers.

e Multiple collections of contributions without a choice of carrier: insured individuals continue to
pay to multiple carriers, however, the insured would be automatically assigned to a default carrier.
This constitutes the carrier for which the insured pays the largest share of contributions and the
insured is only entitled to benefits of the default carrier. All carriers receiving contributions for the
insured would re-direct these contributions to the respective default carrier. In addition, the refund
process for excess contributions could be automated, in order to reduce the administrative burden

of manual applications and to eliminate inconveniences to the insured.
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e Multiple collections of contributions with a choice of carrier: similar rationale to the option
presented above, with the main difference that individuals have the option to choose a default
fund to access services from, while the second carrier will conduct transfers of funds to the former.
However, this would only lead to partial improvements in equity.

e Retrospective payments between carriers: one of the carriers conducts retrospective payments to
the second insurance carrier, which was predominantly used by the insured person to access
services. This system constitutes a modification of the current mechanism in that it adds a
compensatory mechanism to ensure the financial stability of funds. However, it must be noted that

this option may be more difficult to implement and does not render the system more equitable.

Policy options: Defining and harmonising benefits

The following the policy options to define benefits within the healthcare system are proposed.

e Outpatient drugs: disclosure of outpatient drug assessments would render the current process
more transparent.

e Inpatient drugs: enhance and strengthen coordination and procurement policies across regions
and introduction of a transparent decision-making process for inpatient pharmaceuticals.

e Establishment of an independent, arm’s length HTA body: transition into an independent, arm’s
length HTA body that undertakes HTA for different types of technology and provides advice to
relevant decision-makers in order to increase transparency.

e Promote a full HTA for a subset of technologies, particularly those that have important resource
implications (high cost/high volume). Formal evaluations should be introduced across costly
technologies and a threshold for this purpose should be established.

e Establish clear parameters regarding the conduct of HTA, such as type of evidence requirements
and the types of evidence that can be admitted into assessment and appraisal.

e Provide guidance on methods of assessment and criteria (beyond costs and effects); the role of
stakeholder involvement; the appeals process and associated timelines; timelines for assessment
and re-assessment for rapid reviews, full HTAs and multiple HTAs; and, the monitoring and
implementation of decisions.

e Provide information on the structure and composition of the relevant committee (technology

Appraisal Committee — TAC), which needs to reflect the stakeholder complexity in the context of
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The following policy options to harmonise benefits within the healthcare system are proposed.

each technology type and the national-regional-local trade-offs that exist in different

circumstances.

Estimated cost of harmonising a specific set of benefits: initial costs of a harmonisation for specific
goods and services (i.e. medical aids and therapeutic devices; dentures; health care services
including psychotherapy, physiotherapy and logopedics) were estimated by increasing the per
capita expenditure levels of those funds that are (1) below the average per capita expenditures
across all funds and (2) below 70% of the highest per capita expenditure across all funds. Total
additional costs per year of harmonising specific benefits across all funds:

o (1) €171.075.130 (Risk-adjustment (age and gender) for medical aids and therapeutic
devices: €176.988.291). Percentage change in expenditure of SHI for these benefits:
N19.4% (1M20.1).

o (2) €390.177.440 (Risk-adjustment (age and gender) for medical aids and therapeutic
devices: €394.090.543). 1N42.8% (1N43.6).

While this study provides initial cost calculations, the harmonisation of benefits is a political
decision to be taken by the government and stakeholders. Even though a harmonisation of benefits
is central to ensuring equity, it is noteworthy that Austria has one of the lowest levels of unmet
need in Europe.

Data collection: a unified collection of high-quality data that is comparable across funds is of central
importance to supporting the harmonisation of benefits. Further efforts are required to ensure
uniform data storage and structure.

Financing options in the case of a political decision to harmonise benefits:

o (1) Partial funding could ensue through a risk-adjustment scheme, or enhanced risk-
adjustment scheme

o (2) Alternatively, or in addition, government funds could be directed to insurance carriers
that offer a slightly less comprehensive benefits package compared to other funds.

o (3) Further funds could be directed to the project by improving efficiency in the system. For
instance, a reduction in hospitalisations could lead to significant savings. However,
significant investments in outpatient and primary care are required in the first instance to
maintain high-quality care, whilst simultaneously reducing hospital admissions, meaning

that savings to be used for a harmonisation could be generated in the mid- to long-term.
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o (4) In addition, better coordination and consolidation could also lead to efficiency gains,

which could be directed in the form of savings to increase coverage of benefits in Austria.

Policy options: User charges

The following policy options to enhance efficiency and equity via user charges have been proposed.
Please note, none of the policy options recommend an increase in user charges, rather a change in their

composition to maximise efficiency within the system.

e Pharmaceutical cap: under this option, the universal 2% net income pharmaceutical cap would be
replaced by a three-tiered cap, with insurees being allocated to caps according to their total
income. Those in the lowest income band would be subject to a lower cap (i.e. 1.5%), middle income
earners would see no change in their cap (i.e. remain at 2%), while high-income earners would see
their cap increase to 2.5%. Depending on the success of the cap, consideration could be given to
expanding the cap to all inpatient and outpatient healthcare services.

e Value-based user charges: once a robust HTA system is in place, it is advised that rates of user
charges be linked to HTA findings, with insurees paying less (or nothing) the more effective a
product/service is. Ideally user charges would take into account individual circumstances, however,
this is associated with high-levels of administrative burden. Therefore, it is recommended that
value-based user charges be linked to the effectiveness of products/medical devices/services (i.e.
inverse relationship between effectiveness and co-insurance/payment rate). In the interim, policy-
makers could encourage ‘softer’ value-based user charges, following the lead of the SVA and VAEB.

e Convergence of user charges to the lowest level: finally, it is recommended that current trends
continue by encouraging convergence of user charges across health insurance carriers to improve

equity within the system.

Policy options: Investment in healthcare services

Three policy options to enhance investments in healthcare services are proposed. These relate to

accounting practices, reserves, and whether carriers should make or buy healthcare services.

e Accounting: to improve clarity, it is recommended that carriers only term liquid assets as ‘reserves’,
that is, monies which can be used for investment purposes.
e Enhance use of reserves: to improve access to healthcare services for all, it is advised that the use

of reserves be enhanced, for example by: a) pooling all or a part of a carrier’s contributions into
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one fund for investment purposes (e.g. to enhance primary healthcare), b) encourage joint
investment across carriers (without pooling reserves), or c) encouraging carriers to open up their
facilities to all individuals, not just their insured population.

e Make or buy: before investing in healthcare services, carriers should be encouraged to undertake
a comprehensive analysis before investing, to determine whether it is most appropriate to make or
buy (or concurrently source). However, to improve capacity within each health insurance carrier, it

is encouraged that carriers invest, at least partly, in their own healthcare services.

Policy options: Broadening the social welfare base

Austria is a strong economic performer, with a relatively high level of employment and GDP per capita.
Economic growth is expected to grow over the next few years, however, consideration should be given
to current and future challenges facing the economy including an ageing population, and a rise in self-
employment, digitalisation and automation. Based on these challenges, the following policy options

have been developed to ensure sustainability of the social insurance system.

e Education and skills: Align education with future skills required within the workforce, and
encourage lifelong learning.

e Retirement policies: encourage further efforts to increase the actual retirement age (i.e. encourage
people to stay in the workforce for longer).

o Workforce participation: continue efforts to increase the proportion of women working within the
formal economy.

e Taxation policies: after ‘softer’ policy options, as those outlined above, have been introduced,
consider changes to the tax system if further funds are required. Specifically, by using total income
as opposed to earned income as the basis for contributions, raising company contributions, and/or

introducing additional earmarked health taxes.

Policy options: Contractual agreements

To improve efficiency within the healthcare system via a change to contractual agreements, the
following policy options are recommended. These policy options have been broken down according to

broad timelines, which reflect their relative importance.

Short-term:
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e Arbitration: to ensure a level playing field during contractual negotiations, the following option is
proposed; allow the Federal Arbitration Committee to postpone the termination of contracts from
three to six months, after six months an external arbiter would be introduced to facilitate
negotiations. Given no agreement is reached, the Ministry of Health and Women’s Affairs would
set the contractual agreement based on feedback from the external arbiter.

e Selective contracts: If certain items cannot be agreed upon in the general contract, allow social
health insurance carriers to selectively contract (e.g. to fill physician vacancies).

e Structural plans: if current regional structural plans fail to achieve their desired objective, it is
advised that an independent committee be developed to provide recommendations on the number
and locations of physicians. Recommendations would form the basis of contractual negotiations,
with a requirement to justify any deviations to the Ministry of Health and Women’s Affairs.

e Harmonisation among specialists: Harmonise naming of services/items across outpatient
specialists to improve transparency.

e Primary and outpatient care: given the high number of hospital admissions, it is clear that primary
care within the healthcare system requires improvement. Multiple policies could be introduced to
achieve this, for example, by encouraging group practices, primary healthcare units, and extending
hospital outpatient departments and disease management programs. It is important to note that
efficiency gains from enhancing primary care are only realisable in the medium- to long-term given

fixed supply-side costs within the inpatient sector (e.g. buildings, labour).
Medium-term:

e Bundled payments: to enhance coordination and continuity of care, social health insurance and
Lander could implement joint budgets for chronically ill patients who frequently access healthcare
services. Such an approach would avoid patients ‘wandering’ the system and ensure that
appropriate care is provided.

e Rural and remote GP remuneration: to increase the number of physicians working in rural and
remote areas, it is recommended that GPs in these areas be paid on a risk-adjusted capitated
budgets, which takes into account the unique circumstances of working in these areas. To further
incentivise physicians, flat rate payments could be introduced to complement capitated budgets,
such payments should be linked to actions/services that promote overall improvement in

healthcare quality (e.g. smoking cessation programs).
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Long-term:

GP remuneration: if the capitated system amongst rural and remote GPs is successful,
consideration could be given to extending the scheme to urban GPs, who would also receive
additional flat rate payments.

Role of GPs: it is recommended that the role of GPs in the healthcare system be enhanced to relieve
the burden placed on inpatient care, specifically, by encouraging individuals to register with a single
GP who would take responsibility for the individual’s overall healthcare plan. Such a system would
be voluntary, and only realisable once appropriate structures and processes have been put in place

(e.g. more advanced GP training, greater number of GPs).

Policy options: Healthcare quality

Policy options to improve healthcare quality within the system have been grouped into three
categories. First, changes to the role 0QMed, second, changes to data availability and quality indicators,

and third, changes to hospital admissions, readmissions and discharge management.

In regard to the role of 6QMed:

In regard to data availability and quality indicators:

Retain OQMed and create an additional independent quality committee responsible for monitoring
the quality of care among contracted and non-contracted physicians.

Relocate OQMed to the Ministry of Health and Women’s Affairs, and give the organisation control
over monitoring the quality of care among contracted and non-contracted physicians.

Maximise the value of data collected through quality indicators through, for example, providing

physician feedback and sharing best practice principles.

Develop a coding system for outpatient diagnosis, this would allow outcome indicators to be
implemented.

Increase focus on outcome indicators, and where possible link them to aligning process indicators.
Link quality indicators across all levels of care to develop patient pathways.

Allocate responsibility for developing and implementating indicators to the relevant professional
group within the Standiger Koordinierungsausschuss. However, any new indicators should be

developed in consultation with the medical community.
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In regard to hospital admissions, readmissions and discharge management:

e Researchis needed to investigate the causes, as well as clinical and policy implications, of high rates
of hospital discharge and readmission in Austria (outside remit of this review).

e In order to outbalance political benefits and costs, federal government funds to Lander should be
based on objective criteria that reflect the needs of the population.

e Apply additional pressure from the financial targets within the Zielsteuerung Gesundheit and the
stability pact (i.e. using real values instead of nominal values).

e Austrian Structural Health Plan to base its forecasts on epidemiological data and best practice of
service provision, rather than using current demand as a proxy for need

e Further integrate secondary care units in the outpatient sector with primary and hospital care

e Inregard to payment of care, for hospitals, the LKF system could be linked to quality of care, while
in the first instance, a DRG system within the outpatient sector is advised, given this would improve
information on patient pathways. Finally, and as previously mentioned under ‘medium term’
contractual agreements, bundled payments using funds from a joint budget (between Lander and
social insurance) could be introduced, with pilots first being run for multi-morbid, high cost

patients.

Policy options: Demand and supply of physicians

Policy options to increase the availability of physicians include:

e Improving work-life balance for both male and female physicians, especially in regard to child and
elderly care (with a specific focus on those working in rural and remote areas).

e Reducing incentives for physicians to emigrate, for example, by providing clarity over future work
conditions, ensuring working conditions are compatible with those abroad in regard to hours
worked and reimbursement.

e Reducing the ‘brain drain’ occurring during the transition phase between medical school and
professional training, for example, by improving training programs and ensuring these programs
are allocated sufficient time.

e Checking if working time directive compliance necessitates prolongation of training periods,

especially for specialists who need also dexterity, not only knowledge.

Policy options to increase the productivity of physicians include:

37
Volume 1: International comparisons and policy options



e Improving the reputation of physicians working in primary care, for example, via additional GP
training requirements to fulfill their responsibilities within newly established primary healthcare
units.

e Delineating physician roles within primary healthcare units and those performed within a hospital
outpatient department.

o Free-up time of physicians by allocating relatively ‘low-skilled’ tasks to other healthcare
professionals (such an approach may require additional education training for other health care
professionals).

e Training and motivating existing professionals to adjust to re-allocations of tasks and

responsibilities given the number of physicians nearing retirement age.

Policy options: Monitoring and information needs

The following policy options relating to e-health are provided below:

e Synergy potentials in data storage: identify synergy potentials between data storage sites, while
avoiding the construction of new sites, in order to make efficient use of existing capacity.

e E-prescribing and recall system: introduce automated electronic prescribing and a recall system
for medical adherence to reduce prescribing-related errors, while concurrently improving control
of prescriptions, reducing time spent on prescription queries and promoting continuity of care.

e E-vaccination: implement an e-vaccination application with a recall system in order to create an
optimised overview of immunisation status and vaccination schedule, whilst preventing duplicate
immunisations and possible adverse events from drug-to-drug interactions. A national electronic
immunisation data collection system could further improve the monitoring and evaluation of
immunisation rates in Austria.

e Digital imaging in ELGA: expand the database for digital images from different medical devices to
improve site- and time-independent information sharing between medical professionals and health
care enterprises to enhance operational efficiency and to prevent unnecessary repeat
examinations.

e Standardisation of the diagnosis classification system: inclusion of outpatient diagnoses may
constitute a better representation of a patient’s medical history and interoperability could be

improved by standardising the diagnosis classification system.
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e Evaluation and monitoring of a patient’s medical history: a tracking system with a search function
to monitor the development of specific parameters, such as blood pressure, may further enhance
patient treatment. Further efforts should be undertaken to implement a patient summary.

e Expansion of data collection: a more extensive patient record, which, for example, includes
information from the yearly medical check-up, could further improve patient-centred care,
provided an insured person has expressed interest in the service.

e Immediate sharing of information on health care use: providing information on health care costs
in addition to the utilisation of services through ELGA’s online portal could enable year-round
access to necessary information for patients and prevent billing errors.

e Dissemination of information on ELGA to health care providers: develop ELGA showcases that
could be presented to health care providers, such as pharmacies, to facilitate and support the roll

out of ELGA across as many health care providers as possible.

Policy options: Pharmaceutical expenditure and procurement

The following three policies are recommended in regard to pharmaceutical expenditure:

e Enhance international relationships to gain a better understanding of drug transaction prices
within the outpatient market. Currently, external reference pricing, which draws upon list prices, is
used, which doesn’t necessarily reflect actual prices paid for drugs.

e Austria should consider modifying domestic regulations on statutory prescription drug price cuts
so that they are linked to patent expiration rather than generic drug entry.

e Limit the risk faced by payers and promote efficient use of resources by introducing managed

entry agreements.
To enhance the use of generics, the following policies are suggested:

e Given the increasing demand for healthcare services, we recommend increasing the role of
pharmacists within the healthcare system, which would enhance efficiency and reduce the burden
placed on physicians.

¢ Incentivise physicians to prescribe more generics, where appropriate.
Finally, to enhance procurement policies:

e Effort should be directed at improving interface management between inpatient and outpatient

pharmaceutical sectors to limit cost-shifting and improve coordination of patient treatment. For
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example, by developing a joint budget for all pharmaceuticals, enhancing the role of the
Medikamentenkommission, and /or enhancing ELGA so that information regarding a patient’s drug

treatment (in both inpatient and outpatient settings) is easily understood by prescribers.

Policy options: Health literacy, disease prevention, health promotion

The following policy options relating to health literacy and disease prevention are provided below:
Health literacy

e Improving health communication between patients and doctors: Clear health communication
between patients and doctors could be further improved by specifying specific criteria pertaining
to the communication process (e.g. ‘teach back’; avoiding jargon) in the Chamber of Physician’s
quality evaluation criteria of physician practices or in contracts.

e Expand the dissemination of health information: the national self-information portal could offer a
number of additional language settings, other than German, in order to increase use of the site. A
child-friendly, interactive information site could be developed as well.

e Increase role of different stakeholders: the role of various stakeholders in promoting health
literacy should be increased. For instance, a point of contact for patients with limited health literacy
levels should be defined to offer training and support, such as patient ombudsperson offices, while
physicians could direct the respective patients to these contact points. Pharmacists could be further
trained to identify and manage patients with lower literacy levels.

e Module on health literacy: a module on health literacy in the education setting (e.g. primary or
secondary education) could be introduced to establish a solid and uniform health literacy

knowledge basis across population groups.
Disease prevention
Immunisation

e Inclusion of vaccinations in the mother-child passport: create awareness and incentivize
immunisation of children to increase low childhood immunisation rates.

e Coverage of cost-effective vaccines for adults: an additional coverage of adult vaccinations, where
cost-effective, could potentially increase adult immunisation rates of a number of important

vaccine-preventable diseases.
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e Walk-in vaccination and injection services at pharmacies: by introducing walk in vaccination and
injection services at community pharmacies, following a prescription by a physician, the
immunisation process could be rendered more flexible, time-saving and convenient to patients.

e E-vaccination to improve monitoring and re-calling of-, as well as data collection on vaccinations:
implement an e-vaccination application with a recall system in order to create an optimised
overview of immunisation status and vaccination schedule, whilst preventing duplicate
immunisations and possible adverse events from drug-to-drug interactions. A national electronic
immunisation data collection system could further improve the monitoring and evaluation of

immunisation rates in Austria.
Diabetes

e Expansion of the diabetes disease-management-programme (DMP): in order to improve the
equity and quality of diabetes treatment in Austria, it is suggested to further strengthen efforts in
the disease management programme, which should be gradually expanded over time.

e Remuneration of DMP-physicians: the financial compensation of DMP-physicians should be
assessed in order to ensure appropriate rewards in line with the time taken to manage diabetes
patients, and to incentivise more physicians to enter the programme.

e Training of physicians: inclusion of diabetes specific-tasks in the grid certificate may further expose
physicians to additional training and as such improve the management of patients with diabetes.
Another option is to render further training more binding by defining explicit follow-up measures
in the case that physicians fail to follow the training.

e Training of DMP-physicians: the introduction of a voluntary training and a confidential supervision
by experiences diabetes specialists may increase physician participation in the DMP programme.

e Establishment of a national diabetes registry: By extending data collection efforts, a national
diabetes registry could be implemented in order to improve the collection of data to monitor and

evaluate trends in diabetes.
Cardiovascular diseases

e Comprehensive study: Undertake a comprehensive study into the underlying factors of the high
CVD disease burden and mortality in Austria. Based on the findings, appropriate measures could be

introduced to reduce CVD-related morbidity and mortality.
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Policy options: Case and care management

A total of eight policy options to enhance case and care management within Austria have been

proposed:

e Target case management and other types of coordinated care based on need

e Pilot new models, evaluate pilots rigorously and scale up successful ones

e Increase organisational and financial integration of providers

e Ensure comprehensiveness of the range of services covered by case management

e Include inter-disciplinary cooperation in education and training programs of professionals

e Continue strengthening the role of primary care and embed case management in primary care
e Provide workplace and return-to-work interventions early

e Embed case management in broad return-to-work interventions.

Policy options: Administration costs

The following policy option relating to administration costs is provided below:

e Administration caps: link caps to potential economies of scale arising from more streamlined
activities, as opposed to historical allocations. Alternatively, require health insurance carriers to
justify higher administration costs, given such costs are often required to improve equality (e.g.

performance measurement).

Policy options: Healthcare fraud

Healthcare fraud leads to a significant amount of waste in healthcare systems. To combat healthcare

fraud and limit waste within the system, the following two policy options are recommended:

e Comprehensive study: Jointly undertake a comprehensive study into the types of healthcare fraud
within the system (including associated costs). Based on these findings, implement appropriate
policies to create an environment that limits the opportunity for fraud to occur.

e Digitalisation: enhance the sophistication of ELGA to enable health insurance carriers to better

identify instances of healthcare fraud
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1 Introduction
1.1 Review brief

In 2016, the London School of Economics and Political Science (LSE Health) was engaged by the Austrian
Ministry of Labour, Social Affairs and Consumer Protection to undertake an efficiency review of the
country’s social insurance system (see Appendix A for the original Concept Note). The review was
specifically targeted at health competencies within the social insurance system; for this reason,
consideration of accident and pension insurance, as well as other forms of care covered by Federal and

Lander governments, were only examined where directly applicable.

The review can be broken into four interconnected components, each led by a separate organisation. In
the first instance, a legal analysis by professors at the University of Salzburg undertook a review of relevant
provisions within the law, with findings summarised in Volume 2- Legal Analysis. Concurrently, an exercise
to map out existing arrangements within the Austrian social health insurance system was completed by
Contrast Ernst&Young. Primary and secondary data were used to collect relevant information with
findings provided in Volume 4 — Situational Analysis. To ensure all relevant stakeholder opinions were
collected and analysed, stakeholders, in addition to roundtable discussions (held in February and May
2017), were encouraged to submit a formal statement. Volume 3 of this report — Stakeholder Submissions
— combines these statements (see Appendix B for an overview of the invitation provided to stakeholders).
Finally, drawing upon information collected in volumes 2-4, as well as further analysis of reports
completed by Austrian organisations and experts, and international experiences, a range of policy options
have been recommended to improve efficiency within the system (Volume 1 — International Comparisons

and Policy Options) (see Table 1 for an outline of the review’s components).

Table 1: Overview of the efficiency review into Austria’s social insurance system

Volume number and report Objective Lead organisation

1 — International Comparisons Compare the Austrian system to LSE Health, including a team of
and Policy Options international experiences, and international experts, and
using this information, define a Institute of Advanced Studies
range of policy options to
improve efficiency within the

system.
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Volume number and report Objective Lead organisation

2 — Legal Analysis Analysis of relevant legal University of Salzburg
considerations within the social

insurance system

3 — Stakeholder Submissions Compilation of formal Compiled by LSE Health
submissions provided by key
stakeholders within the Austrian

social insurance system.

4 — Situational Analysis Map out current arrangements Contrast Ernst&Young
within the Austrian social health Management Consulting GmbH

insurance system.

Itis important to highlight that efficiency should not be equated with cost-containment, rather the overall
objective of efficiency improvements is to enhance overall health status. Using this definition, efficiency

gains can be achieved by either:

e Containing costs through a reduction in waste, or a reduction in necessary services (e.g. non-targeted
user charges). If the latter, cost-savings will only be realised in the short-term, given patient healthcare
costs are likely to increase in the long-term

e Improving access to necessary and beneficial services, through higher expenditure, or using savings

from reducing waste (see figure below).

44
Volume 1: International comparisons and policy options



Figure 1: Conceptual framework to improve efficiency within healthcare systems

Efficiency
Objective — improve overall health status

Cost-containment Higher costs

Reduce waste Reduce Improve access Pay for low-value
in the necessary to necessary care
system services services

Efficiency gain Ffficiency loss Efficiency gain Efficiency loss

_____________

Use savings from waste to improve access

Source: Framework developed by author.

1.2 Structure of Volume 1 of the review

The following outlines the structure of the remainder of Volume 1, which is based on the Concept Note
developed by the Ministry of Labour, Social Affairs and Consumer Protection (see Appendix A). Please
note, a description of the Austrian situation for each component of the review has been provided within
this report, however, for a more detailed description of arrangements within the Austrian social insurance
system, please see Volume 4 — Situational Analysis. Legal considerations for each of the policy options has

also been provided, in brief, in this report. Similarly, for further information, see Volume 2 — Legal Analysis.

e Chapter 2 provides an overview of the Austrian health care system, including current strengths and
challenges

e Chapter 3 compares key health care indicators in Austria against those in European and OECD
countries

e Chapter 4 outlines the current social security system and provides policy options for how the system

could be re-structured to improve efficiency
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e Chapter 5 examines financing mechanisms within the social insurance system including contributions
and aligning benefits, user charges, investment activities and the social welfare base

e Chapter 6 relates to contracts and purchasing arrangements, which covers provider reimbursement,
contractual agreements, healthcare quality, the workforce (physicians, specifically), monitoring and
information needs, and procurement of pharmaceuticals

e Chapter 7 relates to public health and disease management, specifically ill-health prevention, health
promotion and literacy, and case management

e Chapter 8 explored additional efficiency potentials arising from administration, healthcare fraud and
business IT processes

e Chapter 9 provides an overview of the review, including all policy options recommended.
1.3 Overview

Our analysis of the Austrian social health insurance system revealed that the system is both complex, as
a result of its multi-level governance structure, and fragmented given the dual nature of financing.
Specifically, outpatient care (i.e. GPs, outpatient specialists and pharmaceuticals) is financed by social
health insurance, whereas inpatient care (including pharmaceuticals) falls under the joint responsibility of
federal and Lander (state) governments (with social health insurance paying a fixed share of
contributions). Such an arrangement fosters various inefficiencies including cost-shifting, and discourages

continuity of care, which leads to higher overall costs (e.g. high level of unnecessary hospitalisations).

This finding is not new, and has been highlighted by various research institutions, as well as policy-makers,
as a key barrier to improving healthcare system efficiency. As a result, in recent years, many efforts have
been made to improve coordination and align incentives. For example, under the 2005 Healthcare
Reform, State Health Funds were introduced to improve coordination between the intra- and extra-mural
sectors (e.g. Reform Pool initiative). Further, under the most recent reform (2013), the concept for
primary healthcare units (PHUs) was introduced; today two units are in operation with plans for 75 PHUs

by 2020.

Ultimately, the problem of dual financing can only be overcome with major constitutional reform required
to create joint budgets that span the entire spectrum of care (i.e. primary, outpatient, inpatient, long-
term and social care). However, we recognise the extreme legal difficulty implementation of joint budgets
presents given a two-thirds majority within Parliament is needed. In response, the policy options within

this report present pragmatic approaches to enhance coordination and improve efficiency.
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Another key issue that has been raised, is that concerning the number of social health insurance carriers.
Multiple purchasers of healthcare is not uncommon, for example, in England, responsibility for purchasing
services is devolved to over 200 Clinical Commissioning Groups. Further, in Sweden, provision of
healthcare falls under the remit of 21 county councils and regions. For this reason, the total number of
carriers, in our opinion, is not viewed as the most important barrier to achieving efficiency. Nevertheless,
options to enhance efficiency by amalgamating carriers and encouraging coordination have been

proposed.

In our opinion, the two pressing challenges facing Austria refer to the types of services procured by
purchasers, and secondly, by the allocation of funds to purchasers. In regard to the former challenge,
Austria is unique in that healthcare purchasers operate in silos (i.e. insurance carriers versus Lander), that
is, purchasing care for a portion, as opposed to all healthcare services. Concerning the latter, only a small
proportion of health insurance carrier funds are risk-adjusted, which results in inequities. This is also the
case with other resource allocation mechanisms in Austria (i.e. federal government to the Lander or from
social health insurance to the Lénder), which are mostly based on political negotiations and historical

allocation patterns.

Limited risk-adjustment has meant that, despite uniform contribution rates (with the exception of the
BVA, which only differs by 0.015%, and the farmers (SVB)), differences in benefits for specific services may
occur. Such an arrangement is inequitable and goes against international trends. However, it is worth
highlighting that self-reported unmet need (healthcare) in Austria is one of the lowest in Europe (see

Figure 2, which outlines the three dimensions of universal health coverage).

Ensuring high-quality care has also been a key agenda for policy-makers over recent years. For example,
with the introduction of the Federal Institute for Quality in Healthcare Systems (including the Austrian
Society for Quality Assurance and Quality Management in Medicine), as well as quality indicators for
inpatient (Austrian inpatient quality indicators, A-1Ql) and outpatient care (Austrian outpatient quality
indicators, A-OQl). Despite this, the types of quality indicators measured, in addition to the uses of
information collected in Austria, could be enhanced. More robust information on quality within the
system will ultimately improve patient outcomes via the development of evidence-based policies (see

Figure 2).

Finally, it is evident that more recently Austrian policy-makers have recognised public health as a key area
for enhancement, for example, with the development of the diabetes disease management program.

Nevertheless, through discussions with stakeholders, in addition to findings within the policy and
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academic literature, it is clear that relative to other advanced European countries, Austria’s primary care
and public health sectors could be significantly improved. This is evidenced by, for example, low rates of
vaccinations and lower than average life-expectancy projections, as well as high inpatient admissions
rates, including those for ambulatory care sensitive conditions (e.g. diabetes and asthma). Such findings
reiterate the need for further investment in primary care and public health, while being cognisant that, in
the short-term, cost-savings are unlikely, given the presence of fixed hospitals costs (e.g. labour and

maintenance) (see Figure 2).

Key findings, as described above, have been summarised in the following figure outlining the three key
dimensions within universal healthcare systems. The dimension ‘breadth of coverage’ outlines who is
covered by pooled funds, ‘services and satisfaction’ refers to what services are covered, while ‘costs (user
charges)’ explains what proportion of costs for services are covered. Key findings within the Austrian

system have been categorised as either positive, or requiring improvement (1).

Figure 2: Dimensions of universal health coverage

Costs (user charges)

* Low rate of user charges applied
to pharmaceuticals, dental, aids
and services

» Co-insurance and co-payment,
however, not value-based

Services & satisfaction

Breadth of coverage + Free choice of * High rates of inpatient utilisation (due to
N provider insufficient primary care)
* High satisfaction ¢ Quality measurementand continuity of
* Contribution rates largely + Different benefit . d Quality iresi Y
t Low unmet nee care requires improvement
standardisedat 7.65% packages across

* No formal/transparent HTA process in

* Social insurance covers nearly all, carriers defining benefits

excluding KFAs and certain professions
(opt out)
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1.4 Summary

Based on the findings outlined above, a number of policy options to improve efficiency within Austria’s
social health insurance system have been proposed. In reviewing this policies, we offer policy-makers and
stakeholders the following recommendations: firstly, to view policy options outlined in this report, as well
those by various Austrian research institutions and organisations (including stakeholder submissions —
Volume 3 of this review); secondly, to ensure future discussions and implementation of policy options be
done in a transparent and inclusive manner so that key stakeholders do not view change as a ‘zero-sum
game’; and thirdly, to keep in mind that no healthcare system is perfect, and that any future efforts should
build upon current successes, which in the case of Austria, include high-levels of population satisfaction

as a result of ease of access to healthcare services, and low levels of unmet need.
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2 Overview of the Austrian social security and healthcare system

Chapter 2 provides an overview of the Austrian healthcare system including major stakeholders and their
function. Following on from this description, an overview of key strengths and challenges facing the system
are explored. Given the overall report is focused on improving efficiency, significant emphasis has been

placed on ‘challenges’ as findings were used to identify efficiently potentials
2.1 Organisation of the health system

Austria is a federal state made up of nine states (Ldnder), who in turn are comprised of municipalities,
with the exception of Vienna (2,3). Both federal and state governments are vested with legislative and
executive powers. Municipalities, on the other hand, are not granted legislative powers, instead, they

issue ordinances to fulfil federal state administrative tasks.

In international terms, Austria’s healthcare system can be classified as a social health insurance system,
given, primarily, employers, employees and the self-employed pay contributions in return for access to a
package of healthcare services (2,3). The healthcare system is characterised by its dual nature, whereby
competencies, and thus financing arrangements, are split between federal and state governments, and
social health insurance (3,4). Specifically, outpatient care (i.e. GPs, outpatient specialists and outpatient
pharmaceuticals) is financed by social health insurance, whereas inpatient care (including
pharmaceuticals) falls under the joint responsibility of federal and Lander governments (with fixed
contributions from social health insurance). As a result, the system has often been referred to as both
complex and fragmented (3). For example, although most major healthcare forms fall under the legislative
competency of the federal government (Article 10, 12 B-VG), they require approval from the states
(Bundeslander). Therefore, provision of hospital care often dominates the political debate (at the expense

of other forms of care) (3).

Various actors are involved in organising the Austrian health system. Each actor differs in terms of their
political legitimation and inner governance mechanisms. Social health insurance carriers, as well as the
professional bodies, are established on the basis of occupational and/or regional membership and operate
as self-governing bodies (however, the Federal Government is responsible for social insurance legislation)
(3). As a result, social insurance carriers enjoy autonomy from government intervention, for example, by
appointing their own supervisory boards (3). Federal and state governments, on the other hand, are

directly legitimised by the electorate.
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As stipulated by constitutional law, the federal government is primarily in charge of regulating healthcare.
Within social health insurance, carriers are subject to different laws, specifically the ASVG applies to GKKs
(regional health insurance carriers, Gebietskrankenkasse), BKKs (corporate health insurance carriers)
Betriebskrankenkasse) and the VAEB (railways and mining insurance carrier, Versicherungsanstalt fir
Eisenbahnen und Bergbau), the GSVG for the SVA (self-employed insurance carrier,
Sozialversicherungsanstalt der gewerblichen Wirtschaft), the BSVG for the SVB (farming insurance carrier,
Sozialversicherungsanstalt der Bauern), and the B-KUVG for the BVA (civil servants carrier,
Versicherungsanstalt 6ffentlicher Bediensteter). In regard to hospital care, the Federal Government is only
responsible for setting the framework for regulation, with state governments delivering healthcare

services in order to meet their constitutional obligation.

As shown in the figure below, the current legal framework has led to a high number of actors involved in
the organisation and governance of the health system. To improve coordination between social health
insurance, and federal and state governments, several initiatives have been introduced (3,5). For example,
in 2005, State Health Funds were implemented for the purpose of pooling funds from social health
insurance, and federal and state governments to finance public acute care hospitals (according to the
country’s DRG system).! Their role is also to improve coordination between intra- and extra-mural sectors
(e.g. ‘Reform pool’ initiative). Further, under the 2013 Healthcare Reform, both federal and state target
control commissions were established to help achieve the country’s overall health target of increasing the
number of healthy life years by two over the next 20 years (e.g. by enhancing population health literacy

(target 3) and encouraging positive nutritional habits (target 7)).

1 State Health Funds are the primary form of financing for hospitals, however, additional funding stems from general
taxes, municipalities, VAT and social insurance.
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Figure 3: Organisation of the Austrian Health System, 2017
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Figure 4: Organisation of the Austrian Health System, 2017, financial flows
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2.1.1 Governance

The various actors involved in the Austrian health system can best be described by their (inherent)
governing structure and/or corresponding area of governmental sovereignty. The relevant categories

therefore encompass the federal level, the state level, and social health insurance level.
Federal level

At federal level, the federal parliament, as the representation of legislative power, as well as the Federal
Ministry of Health and Women'’s Affairs and, to a lesser extent, the Federal Ministry of Finance represent

the key actors in health system governance.

There are various commissions in charge of advising the Ministry of Health and Women’s Affairs, all of
which require significant medical and/or scientific expertise. The most prominent commission, in this

regard, is the Supreme Health Board (Oberster Sanitatsrat), which advises the Ministry on specific medical

53
Volume 1: International comparisons and policy options



queries, including ‘start of the art’ medical technology and services. In addition to the Supreme Health
Board, various advisory boards have been established based on mutual agreements set out in Article 15a
agreements of the Federal Constitution, or directly on behalf of the Ministry, according to §8

Bundesministeriengesetz.

The Ministry is also supported by subordinate agencies responsible for various consultancy tasks regarding
areas such as information services, food and health safety, and technical infrastructure. For example, by
the Austrian Public Health Institute (Gesundheit Osterreich GmbH),? Austrian Agency for Food and Health
Safety (Osterreichische Agentur fiir Gesundheit und Ernahrungssicherheit GmbH)3 and the Electronic

Health Record Company (ELGA GmbH)*.
Ldnder (state) level

Developing the framework for legislation falls under the remit of the Federal Government, however, it is

the Lander governments who implement detailed legislation (3).

At the level of the Lander (states), the state parliaments, as well as the state ministers responsible for
healthcare, represent the main actors in regard to health system governance. The remit of state health

ministers, in general, encompasses the following areas of responsibility:

General issues of (public) health

e Hospital care (running their own hospital or contracting out to providers)
e Ambulatory services

e Healthcare labour

e long-term care.

As previously outlined, the Lander are responsible for providing hospital care, specifically by ensuring the
availability of adequate hospital capacity. Hospital services are either provided by public state-owned
hospitals or public hospitals run by not-for-profit institutions. Regardless of ownership, hospitals are

reimbursed by State Health Funds (which receive monies from federal, state and local governments). All

2 The national public health research and planning institute, which also administers the Federal Funds for Health
Promotion (Fonds Gesundes Osterreich).

3 Joint agency of the Ministry of Health and Women’s Affairs and the Ministry of Agriculture, Forestry, Environment
and Water management in charge of the protection of human, animal and plant health, of medical and drug safety,
as well as of food security and consumer protection along the food chain.

4 Joint institution of the Federal Government, the state governments and social health insurance carriers. The
company is responsible for further development of the national e-health infrastructure as well as for the
coordination of all relevant activities to roll-out electronic health records.
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states, with the exception of Vienna, have established state-owned operating companies for their

hospitals, most of them in the form of a public or private limited companies.

Finally, all Lander have established patient ombudsman/lawyers (Patientenanwilte) offices. Each
ombudsman operates as an independent institution responsible for informing patients of their rights, as
well as acting as mediators and advocates of patient interests where poor-quality care or malpractice has

occurred.
Social health insurance

The primary self-governing bodies relevant within the health care system are the social insurance carriers.
In addition, there are professional bodies representing health service providers (predominantly the

Chamber of Physicians), as well as voluntary professional associations (3).

The current organisational structure of the health insurance system was established in 1947 under the
Social Insurance Transition Act, which established the Main Association of Austrian Social Security
Institutions (Hauptverband der Osterreichischen Sozialverischerungstriager, HVSV). The HVSV operates as
the umbrella organisation for all insurance carriers operating within social insurance, which also covers
pension and accident insurance. Theoretically, the HVSV is responsible for coordinating all social insurance

carriers, however, in effect, it relies upon the cooperation of its members (i.e. the carriers) (3).

The HVSV currently includes 21 social insurance carriers, 18 of which offer health insurance (see figure
below). The vast majority of the population are covered by social insurance (i.e. 99%), given, by law,
Austrian inhabitants are assigned to an insurance carrier based on their employment status. Specifically,
most employees (and their dependents) are insured by a regional health insurance carrier (GKK)
corresponding to the location of their employment. Employees not covered by GKKs include railway
workers and miners, self-employed, farmers and civil servants. Each of these employment groups are
insured with carriers specific to these groups, which in addition to health may also provide work accident
and/or pension insurance. Five, relatively small, professional health insurance carriers (BKK), based on
former key public industries, also offer health insurance. In addition to these social insurance carriers
within the HVSV, some groups of Ldnder and municipal civil servants are insured with one of 15 KFAs
(Krankenfiirsorgeanstalten), offering health and accident insurance. The KFAs are not represented in the

HVSV and their establishment under Lander law is provided for by the B-KUVG.
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Figure 5: Organisation of Austrian social insurance, 2017
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Additional 15 health and accident institutions for certain civil servants exist at the Lénder or community level, which operate outside the Main
Association.

As previously discussed, health insurance carriers are responsible for the provision of outpatient care for
its insurees (3). To carry out this function, carriers must engage in negotiations with the Chamber of
Physicians (with one operating in each state), to create a general contract outlining reimbursable services
and associated fees. In addition, health insurance carriers may also provide care with their own

institutions (3).

2.2 Strengths
2.2.1 Access
The Austrian healthcare system performs well on all dimensions of healthcare coverage as it is based on

a social insurance model that guarantees all inhabitants equitable access to high quality health services —

irrespective of their age, sex, origin, social status or income. Thus, access to healthcare services is high
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with 99.9% of the population being covered by the social health insurance system (7). Most of the
remaining 0.01% are able to opt out in favour of full private health insurance (e.g. physicians). Relatively
low co-payments for services also enhance access to healthcare. Persons who are chronically ill or persons
from vulnerable groups are exempt from most co-payments. Also providing for timely access to acute and
emergency services is the number of most provider types and the wide availability of services for the

population due to planning criteria already factoring in accessibility.
2.2.2 Equity

Equity, in regard to access to healthcare, is also high given that the social health insurance system covers
vulnerable groups such as asylum seekers and needs-based minimum benefits recipients (8). In terms of
services provided, very few Austrians report unmet needs in terms of medical or dental examinations due
to costs, travel or waiting times according to an analysis of EU-SILC (Statistics on Income and Living Data)
(7). Further, the income gradient among reported cases is low, indicating equitable access to care. All in
all, this equitable access can be ascribed to the principles of the Austrian healthcare system, which are
solidarity, affordability and universality and to the fact that patient rights are not only legally defined but
can also be enforced by law. Patient ombudspersons in each Land ensure low level access to assistance in
cases of malpractice and other types of misconduct irrespective of the individual’s capability to cope with

such matters.
2.2.3 Resilience

The Austrian healthcare system is very stable in terms of the ability to create revenues and to provide
services. This can probably be attributed to the overall economic policy and industrial relations geared
towards stability, for which the tradition of compromise among the social partners seems to be key. What
is more, the system of self-governed social health insurance provides for some independence from
political and subsequent budgetary changes in the federal government. As a result, during the economic
crisis of 2008 and onwards, the Austrian healthcare system proved comparably resilient (9). Further, the
2013 healthcare reform established a common understanding of a vision for the Austrian healthcare
system as well as instruments to find joint solutions for necessary change among SHI, Lénder and federal

government.
2.2.4 Satisfaction

Finally, patients seem to be satisfied with the overall quality of healthcare in Austria: According to the

Eurobarometer, 96% of the population regard the system as ‘good’ and rate the quality of healthcare
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compared to other EU Member States as ‘better’ (60%) or ‘the same’ (34%) (10). A factor which could play
a part in contributing to the high satisfaction is the free choice of healthcare providers alongside their
availability. This high satisfaction could also be linked with a high self-reported health status of 70%, i.e.
almost three quarter of the Austrian patients classify their health status as being ‘good’ or ‘very good’

(11).

2.3 Challenges
2.3.1 Governance

Split competences

A fundamental issue in the Austrian healthcare system is the split in competencies between the federal
and Lander level, which is outlined in the constitution (3). In regard to general healthcare, laws are passed
at the federal level, which includes laws social health insurance is based upon. It is also at the federal level
that responsibility for executing the law lies (art. 10 of the constitution). In regard to hospital care, the
Lander have the right to pass and execute laws on the basis of a more general federal law. The Lander,
alongside municipalities, are also responsible for long-term care, however, it is the federal government
who funds the long-term care allowance through pension insurance carriers. A similar overlap in
competencies exists for areas of healthcare concerning people with disabilities (see Volume 2 — Legal

Analysis for further details)

This fragmentation makes intergovernmental negotiations necessary. Specifically, approximately every
five years such discussions lead to an agreement according to art. 15a of the constitution on the
organisation and financing of healthcare. This split in competencies is frequently discussed in the
literature as a major obstacle to improving health service delivery, especially for the chronically ill.
Accordingly, Austria is not a top-performer in regard to rates of chronic diseases among countries in

Europe (6,12-17).

Previous attempts to attribute whole areas of governmental tasks to only one level of government were
not successful. Neither the ‘Osterreichkonvent’ 2003-2005° nor the working group on administrative
reform 2009-2011 brought about a change in this constitutional setup. The healthcare reform 2005 aimed

at creating platforms on the federal (Federal Health Commission, Bundesgesundheitskommission) and

5 Results of the Osterreich-Konvent are presented on http://www.konvent.gv.at/

58
Volume 1: International comparisons and policy options



Lander level (State Health Platform, Landesgesundheitsplattform) to jointly plan the structures and take
decisions in the Austrian healthcare system. Moreover, a common planning framework, the Austrian
Structural Plan for Health (Osterreichischer Strukturplan Gesundheit, OSG) was introduced, to be
substantiated on the Lander level between Land and SHI as the Regional Structural Plan for Health
(Regionaler Strukturplan Gesundheit). However, the success of the reform as a whole seems to have been
limited and the Austrian Structural Plan has been criticised for its limited ability to achieve coordination
of planning (18,19). Thus, the healthcare reform 2013 institutionalised a common governance instrument,
the target control system for health (Zielsteuerung Gesundheit), alongside virtual common budgets
between SHI and each Land, subject to a maximum expenditure growth path. It also instated a second
body on both federal and Lander level, the Federal Target Control Commission
(Bundeszielsteuerungskommission) and the State Target Control Commission
(Landeszielsteuerungskommession), responsible for planning and executing the target control instrument
(Gesundheitsreformgesetz 2013). These new institutions consist only of representatives of the main
payers in healthcare, the federal government, the Lander and SHI and seem to be an attempt to reduce
the complexity in decision making processes. In 2017, with a new 15a-agreement for both organisation
and financing as well as target control, structural planning was made more compulsory by instating the
‘Gesundheits-Planungs-GmbH’, a limited liability company receiving sovereign rights from both the
federal and the Ldnder level to make parts of the structural planning mandatory by official decree
(Vereinbarungsumsetzungsgesetz 2017). The Federal Target Control Commission replaced the Federal

Health Commission as the governing body of the Federal Health Agency.
Fiscal and parafiscal federalism, veto players

The split of competencies within healthcare between the levels of government entails that healthcare is
heavily affected by fiscal federalism (20). Over the years, negotiations resulted in numerous rules and
exceptions, making the financial flows complicated and thus in-transparent (6,13,21). In addition to fiscal
federalism, the same phenomenon applies to social health insurance, as every insurance carrier is self-
governed and entitled to its insurees’ contributions. Federal, Lander and SHI’s contribution to hospital
financing as well as partial equalisation between insurance funds are based on historical values instead of
needs, and are incomplete. What is more, as the federal government levies taxes in the name of all levels
of government, this paves the way for ‘fiscal illusion’: An expansion in hospital services by Lander
governments might be favourable with voters, who in turn are not directly burdened by increased Lander

taxes (21). While budget constraints apply and debt burden is limited by the stability pact, some Lander
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were indeed creative by e.g. having the hospital operating companies taking on debts, indicating the need

for a transparent way of needs-based allocation for tax money.

Federal structures can also be found in most other corporatist elements in Austria. The social partners as
the main carriers of social health insurance as well as the Chamber of Physicians have federal structures
as well. Together with the strong role of government levels in a Bismarckian healthcare system, Austria
has to cope with an unusually high number of veto players, making the process of healthcare reform more

complex (15,22).
Governance of social insurance funds

Many European countries ensure responsiveness to insurees either by the introduction of competition
(either between more public funds like in Germany or Belgium or between private insurer like in the
Netherlands and Switzerland) or by improving their representation (e.g. in Scandinavian countries). While
competition might be beneficial in terms of improving responsiveness, it is also prone to unwanted risk-
selection. Establishing effective and efficient representation, on the other hand, also proves to be a

challenging task.

Austria is one of the few countries with a Bismarckian system in Western Europe that has not introduced
choice and competition between insurance carriers, further the system continues to rely on compulsory
profession-based insurance (23). Governing bodies are elected indirectly whenever the employers’ or
employees’ chambers hold elections. These governing bodies send their chairpersons to form the
governing body of the Main Association of Social Security Institutions (HVSV). As a result, both voice and
choice for insurees are rather limited, which limits the incentive for carriers to be responsive and
innovative (22). For example, one study (24) finds one of the reasons that DMPs have not been successful
is that insurance carriers lack the incentive to reallocate means accordingly. Thus, introducing some
elements of competition, e.g. yardstick competition while at the same time improving representation

would contribute to system efficiency.
Hospital laws

With regard to the hospital sector, it is difficult to assess and compare the performance of hospitals across
Austria given the current competence distribution and financing arrangements (dual financing). Through
the existing competence distribution in many fields there are ten hospital laws (one for each Land and
one federal law). Currently a pattern relating to Lander laws can be seen, which shows that the Lander

either take over federal legal regulations or implement them by means of own expressions with identical
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content. Thus, there are ten legislators, administration departments and legal departments employed
with identical topics. In this area a bundling of legislation to the federal level would have a high efficiency
potential (i.e. by implementing laws in a more timely manner). The Austrian Court of Audit identified
several potentials in its report ‘Verwaltungsreform 2011’ (Bund 2011/1), for example, the fragmented
constitutional competences in health care, the deficient coordination between the intra- and extramural
sector, the overload of the inpatient sector, the high location density, insufficient balance of services and
collaborations, the lacking cross-carrier service offer, the service shift between intra- and extramural
sector and the absent quality measurement and assurance (25). For further details regarding possibilities
to re-distribute competences with respect to the hospital laws, and in accordance with the constitutional

law, please see Volume 2 — Legal analysis (Chapter 6).

2.3.2 Revenue collection and pooling

Contribution base

For SHI, the contribution base is income by the employed, their employer’s part of contributions and
income by the self-employed. With the exception of farmers, a uniform contribution rate is then applied.
There are no recent studies measuring the degree of equity in financing. However, some older studies
show that the social health insurance system was more regressive than other European SHI-systems at
the time of the respective studies (23,26,27). This narrow (i.e. only work-related) contribution base is
somewhat mitigated by the fact that the contributions to hospital financing and some other health related
activities from all levels of government are based on VAT and general taxes. Nevertheless, Austria has one

of the highest tax wedges in the OECD (28).

Contributions are collected by each health insurance carrier separately. Where people have more than
one source of income, this might mean that they are multiple insured. On the one hand, multiple insured
must actively ask for refund if they reach the maximum contribution level with all insurance carriers
combined. On the other hand, they can choose their insurer in every case of health service provision. Thus
multiple insurees, for example, can avoid user charges in one case, while benefitting from high
reimbursement for medical appliances in another, raising equity issues in an insurance system without

competition (16).

General taxation also subsidises healthcare through the system of ‘Hebesatze’. These ‘Hebesatze’ are a
fictitious employer’s contribution for pensioners, paid by the respective pension insurance. However,
given the federal government subsidises pensions (with the level of subsidisation differing across carriers),

the general tax payer effectively subsidises some funds more generously than others.
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Pooling across risks and income

Due to the profession-based insurance system, with the regional health insurance funds as a default, risks
as well as income groups are distributed unequally. Nevertheless, no internationally comparable
comprehensive risk-adjustment system is in place (16). Only the regional health insurance funds take part
in the equalisation fund according to §447a, redistributing 1.64% of contributions.® As per capita income
of insurance funds varies considerably, a major mechanism to reduce the difference in per capita means
are the very different tariffs for contractual partners and equalisation funds for various areas like hospital
financing. Further mechanisms are in place e.g. mutually reimbursing work accident insurance and health

insurance, albeit only through historically based lump sums.

As a considerable part of healthcare is funded by the federal government and the Lander, risk-equalisation
is also an issue there. However, the fiscal equalisation system is mainly based on negotations rather than

a risk or needs-based allocation formula.
Differences in entitlement and reimbursement

Due to historical developments as well as different incomes per recipient, entitlement to services and
reimbursement vary between the insurance carriers. While some general rules are defined by law, the
insurance carriers’ statutes and so called ‘Krankenordnungen’ play a major role in defining entitlement
and reimbursement. The HVSV issues a template statute and a template ‘Krankenordnung’ and make
certain items compulsory for all insurance carriers (§455 and §456 ASVG). However, as the governing body
taking the decision in the HVSV consists of the chairpersons of the insurance carriers, there are only few
such mandatory clauses, which can also be seen from comparing the statutes in the SozDok’ or HVSV
(2016) (29). The KFAs, which are outside the HVSV, seem to have even more generous deviations from
the average insurance fund, for example, reimbursing all costs incurred by non-contract providers (as
opposed to the 80% offered by other carriers). This, however, raises equity concerns, as insurees can

neither choose their fund nor have effective voice options, while paying the same contribution rates.?

5 For more information on the risk-equalization fund according to §447a ASVG see SAR or SGKK(2006)
7 SozDok ist he documentation system of social insurance law, www.sozdoc.at
8 This is partly mitigated by the fact that some funds have higher user charges.
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2.3.3 Purchasing and provision of services

Public health

As with other fields in healthcare, the tasks within public health are split between all levels of government
and SHI. In its inception, SHI was aimed at providing care for the ill, and only in the last two decades was
tasked with measures of prevention and health promotion (see changes to §116 ASVG). The healthcare
reform of 2013 tackled some of the issues already laid out in a report of the European Observatory on
Public Health in Austria, most notably to adopt the concept of health in all policies and making prevention
and health promotion an explicit goal (30). Nevertheless, Austria still lags behind in some major public
health areas, like tobacco control, where it takes the last rank in the tobacco control scale 2016, as well

as in alcohol consumption (17,31).

The healthcare reform 2013 also introduced a system of health targets. Ten very broadly defined
framework health targets (Rahmengesundheitsziele) were determined. These are monitored by 40 Meta-
indicators (32). Each framework target has several operative targets (Wirkungsziele), each of which are
again to be monitored by 1-2 indicators. For each operative target, several pre-existing or newly
developed measures were defined, each of which is to be measured by one indicator. In addition to this,
the target-control health (Zielsteuerung Gesundheit), mainly concerned with the healthcare system
proper, is governed by 26 targets monitored by 106 indicators (33). While it is admirable that after a long
time with little activity in the field of public health, considerable efforts were made to catch up, the
number of targets and measures seems overambitious. International experience shows that a lower
number of targets that are widely shared among the stakeholders but consequently observed on all levels
is the more promising approach (34,35). Indeed, the latest federal target control agreement

(Bundeszielsteuerungsvertrag) shows a reduction of targets at least for target control health.
Ambulatory care: structure and personnel

The ambulatory sector is split between outpatient departments in hospitals and physicians in private
practice (extramural sector). Both subsectors provide a wide range of specialist services, creating an
overlap and interactions that provide the opportunity for supplier-induced demand (36). There is little
integration, as SHI is responsible only for services outside the hospital. Access to both subsectors is not
limited or coordinated, creating the opportunity to overconsume services while at the same time

hampering coordination of care. In the extramural subsector, the predominant form is single practice,
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limiting its ability to cater to the needs of complex patients or cases out-of-hours, and thus, continuity of

care.

In the extramural sector, the typical practice consists of the GP or specialist and their practice aid. Efficient
allocation of tasks to differentiated non-physician personnel is not possible. In general, Austria performs
poorly in terms of true primary health care, leading to comparably low performance in terms of avoidable
hospitals admissions and outcomes in chronic diseases (37-39). This major downside is planned to be
tackled by the PHC-law, allowing different groups of health professionals to work together. If a true
primary care based system is to be implemented, GPs need to be able to cope with a wide variety of health
and social problems that can mainly be found in GP-practices. Gathering experience with the setting
before taking a post as a self-employed GP in the field, however, is difficult because postgraduate training
for GPs is still primarily situated in hospitals despite a recent reform (Arztinnen-/Arzte-

Ausbildungsordnung 2015 — AAO 2015).
Ambulatory care: contractual arrangements

In order to contract GPs and specialists working in practices, SHI has to engage in negotiations with the
regional Chamber of Physicians for all physicians (GPs and specialities) combined. Selective contracts with
only one speciality or single physicians without a general contract is not envisaged by the law. This joint
negotiation therefore probably increases the veto-power of every single speciality, as only a so called

general contract (Gesamtvertrag) with all specialities together can be concluded (14,22).

In order to ensure similar general contracts, the Main Association of Social Security Institutions in theory
has to negotiate all general contracts on behalf of each sickness fund (§341 ASVG). However, this is
purportedly not the case, perpetuating a great diversity in contracts as well as fee schedules. The diversity
does not only pertain to the height of the tariff for one and the same service, but also the items
themselves, leading to considerable differences in the number and thus the structure of the fee schedules,
as can be seen in the meta fee schedule of the Main Association of Social Security Institutions that tries
to match the different items to a common list. Apart from the fee schedule, the number of contract
physicians per region are negotiated (§342 ASVG). The positions themselves, however, are filled through
a list handled by the Chamber of Physicians, creating an individual contract between the insurance fund
and the physician. Thus, the respective insurance fund cannot decide to contract a specific person on its
own. The list is filled based on criteria proposed to the MoH by the Chamber (§343 (1a) ASVG), e.g.
professional experience, additional qualifications, time on the waiting list etc. While SHI can only
terminate an individual contract due to severe misconduct by the physician, a contract physician can
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terminate at any time with a three-month notice period. In case a general contract terminates without a
new general contract or the general contract is terminated by one of the parties, an arbitration committee
can only extend it for a limited period (§348 ASVG). After that, all individual contracts expire, and all
patients need to pay for physician services out of pocket and have to submit the invoices to their insurance
fund. As this is a severe administrative burden and an inconvenience to patients, it has been argued that
the current negotiation framework favours the physician side (40).It has also been argued that SHI is very
limited in the way it can fulfil its task according to §338(2) to provide adequate medical care to its insurees,

which, in contrast e.g. to Germany?, it bears alone (22).

As there are in fact different general contracts for physician services, also the number of contract
physician differs. Some physicians opt to only contract with some of the insurance funds, which leads to
the paradox situation that smaller but more affluent funds have more physicians under contract than the

§2-funds (see the following table):

Table 2: Number of contracts with different insurance funds

§2-funds VAEB BVA SVA
GPs 3.950 4.025 4.001 4.052
Other specialists 3.044 3.353 3.393 3.407
General specialists 2.814 3.130 3.168 3.181

Source: Arztekostenstatistik 2015

This system also leads to an unusual separation into the contracted GPs and specialists as opposed to a
large and growing number of non-contracted self-employed physicians (explained in detail in section

6.3.7).
Ambulatory care: financing and payment

The fee schedules for contracted physicians are in general not based on costing data as it is done in relative
value scales like TARMED or EBM, but rather on negotiated fees that are jointly increased no matter the

underlying changes (41). TARMED and EBM are used in Switzerland and Germany, respectively. Both

9n Germany, SHI and the Associations of SHI-contracted physicians (Kassenirztliche Vereinigungen) carry the joint
responsibility to provide adequate services (§72 SGB V).
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systems are based on cost calculations for each service so that compensation reflects the actual expenses
and efforts by the personnel. What is more, fees differ considerably between insurance funds, as also the
law (§342(2)) states that fees should be set according to the financial power of the insurance fund. This is
found to set distortionary incentives for physicians when treating patients. It is also an inefficient
allocation of funds, as some physicians have their practice in areas with a population dominated by
insurees whose insurance fund pays low fees. This essentially means that the low fees already have to be
an acceptable source of income, whereas physicians in affluent regions in this sense thus receive economic

rents.

The payment mechanism for GPs is contact capitation (approx. 70% of income) with additional fees for
service (30% of income). For specialists overall, this ratio is essentially reversed. For some services,
insurance funds usually apply a maximum volume, beyond which they pay only a reduced or no fee. By
international comparison, the Austrian payment system seems thus to be outdated, as it neither reflects
actual costs and efforts incurred nor the risk-structure of patients, nor does is incorporate quality (41,42).
For primary care, the changes in the course of the PHC law is supposed to bring about a change in the
payment system for GPs, as the changes to the ASVG require SHI to develop a payment system that
introduces a more differentiated system of capitation, case-based payments, fee for service and probably
some pay-for-performance components (see the new §342b (3) ASVG introduced by the
Gesundheitsreformumsetzungsgesetz 2017). Nevertheless, there will still be no payment mechanisms

fostering integration of primary and secondary care.

The outpatient departments in hospitals are paid by a global budget based on historical values. This sets
a distortionary incentive to admit patients to inpatient care, where the hospital receives DRG-points per
stay. On the other hand, SHI pays for all extramural services alone, while it contributes ca. 45% in the form
of a lump sum to hospital financing. This sets the incentive for SHI to restrict services that it has to pay for
in full, channelling patients to outpatient departments in hospitals. This might be an explanation why
despite a lot of public debate, the integration of the extramural sector with outpatient departments
(envisaged in the healthcare reform of 2005) as well as out-of-hours care in the extramural sector are not
well developed. Another possible reason is that any change in this setting would create additional costs
during the transition. Winding down capacity of outpatient departments leaves the hospital with fixed
costs for some time, while a possible transfer of funds to the extramural sector requires payment of full

costs, even if they are lower than full costs inside the hospital.
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Inpatient care: structure and personnel*°

Austria has an unusually large inpatient sector and above average inpatient stays. Several factors seem to
contribute to this. One is probably the fiscal illusion already mentioned, i.e. in an ageing population, it is
politically beneficial to build hospitals, even more so when for the constituency, the connection to the tax
burden this entices is concealed (20). Also, the payment system favours the inpatient departments (see
below). Another reason might be that even publicly funded non-profit hospitals are allowed to have a so
called ‘Sonderklasse’. Patients in the ‘Sonderklasse’ are not only entitled to improved amenities, but the
treating physicians also receive additional fees from the private health insurance fund usually paying the
additional amenities. In turn, the hospital management claws back some of these fees for the use of the
facilities in the function of a ‘private’ physician''. In sum, there is an incentive for both the hospital
management and the physicians to cater to patients in the ‘Sonderklasse’. As the law (§16 KaKuG) allows
for only 25% of hospital beds being ‘Sonderklasse’, there is an incentive to keep the overall number of
beds high as well. In addition to this, the ‘Sonderklasse’ might also cause equity issues, as it can be
assumed that patients creating additional income through their private insurance’s payments, or being an
actual private patient in the hospital physician’s private practice, expect preferential treatment (43). What
is more, it has been shown that patients with voluntary health insurance have shorter waiting times ceteris

paribus and are in some cases offered payments order to shorten waiting times (44).

Austria also has many smaller hospitals that might not be scale efficient, while in general, there seems to
be room for improvement to increase efficiency in the inpatient sector (45,46). Given this structure, more
specialisation, division of tasks as well as cooperation among hospitals or between hospitals and other
providers in relation to certain processes could help increase efficiency even without a fundamental

structural change (47).

The personnel structure is dominated by registered nurses followed by physicians. Several professions
working in hospitals in other countries do not exist, making the allocation of tasks inefficient. For example,
there are no physician assistants, medical coders or phlebotomists, for which there is not even approved

training (48).

10 The analysis is restricted to the publicly funded hospitals, so called fund-hospitals (Fondsspitiler) due to being
financed through the State Health Funds.
1 Mind though that these physicians are still employees of the publicly funded hospital.
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Inpatient care: contractual arrangements

While hospitals are formally a contractual partner of SHI, the latter’s role is very limited, as the contractual
relationship is governed by the provisions in the 15a-agreement on organisation and financing of the
healthcare system. In effect, SHI pays a portion of their income to the state health funds
(Landesgesundheitsfonds), forfeiting all say in hospital matters. In the state health fund, the Land has the
automatic majority in all matters hospital, although paying only about 30% of total hospital costs.
Although theoretically, the federal level, contributing about 12% of total hospital costs, can withhold its
contribution if a Land does not comply with rules set by the Federal Health Agency (e.g. the OSG or the
Austrian DRG-system) (art. 45 and 46 of the 15a agreement on organization and financing of the
healthcare system 2017-2021), this has never happened so far, possibly due to political considerations
(19). With the healthcare reform 2013, Land, SHI and federal government are obliged to work more
closely, as especially Land and SHI have a shared responsibility to reach healthcare and financial targets
(Gesundheitsreformgesetz 2013). However, accountability for the healthcare targets is based on the
publication of the monitoring reports by GOG, which due to the large number of targets most likely does
not receive widespread public attention. The 15a-agreement on target control (2013) introduced a
sanction mechanism, which was detailed by the Gesundheitszielsteuerungsgesetz. Sections §§34-38 of
this law regulate mechanisms in case targets are not reached, one of the parties is in violation of an
agreement within the target control mechanism, or no agreement on target control on the Lander level is
reached. In the first case, the target control commission of the Land has to submit a report to the federal
target control commission as to why the targets were not reached, which is then accepted or rejected.
Either way, this report is made public. If a party is in violation of the target control agreement, one of the
other parties can notify the federal target control commission which then proposes a resolution. If the
issue is not resolved within two months, an arbitration mechanism can be invoked. In case no agreement
can be reached on the Lander level, the points of dissent are reported to the federal target control
commission, which in turn publishes this report. The federal target control commission or the MoH

proposes a resolution for the points of dissent.
Inpatient care: financing and payment

SHI, the federal government, the Lander and municipalities all contribute to every State Health Fund
through a complicated financing arrangement that has been frequently criticized due to its intransparency
and lack of needs-orientation (13,14,39). Each State Health Fund pays the hospitals within its Land, so

that changes in patient flows can only be factored in whenever a new 15a-agreement is reached. The
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Austrian DRG system called LKF (Leistungsorientierte Krankenanstaltenfinanzierung) is currently used for
the inpatient departments only. The LKF system currently does not include quality-dependent
components. It is also strictly based on the stay rather than a treatment episode (including readmissions).
Through the LKF system, the State Health Fund’s budget for the inpatient sector is distributed to all
hospitals in the Land. However, as the federal government only requires that more than 50%*? of costs of
the hospital have to be reimbursed through LKF, every State Health Fund pays very different values per
LKF-point. The remaining costs are called ‘Betriebsabgang’ and are thus not a true operating deficit. Each
Land can, within some limits, enact different rules as to how this Betriebsabgang is covered by a block
payment called ‘Betriebsabgangsdeckung’. It has been argued that this mechanism creates soft budget
constraints for hospitals owned by the Land while creating harder budget constraints for their private non-
profit counterparts, as part of the Betriebsabgang can be attributed to the hospital owner, which is in
most cases the Land again for public hospitals, but private entities, mostly religious orders, in the case of
private non-profit hospitals (46). What is more, as each inpatient stay creates financial compensation, but
outpatient departments are paid through a global budget, an incentive is set for the management to shift
treatments to the inpatient departments, resulting in unnecessary admissions and as illustrated by the
high number of cataract surgeries entailing an inpatient stay (41). In order to mitigate the problem,
treatments in day clinics were incentivised, as they are paid as a full overnight stay. This measure shows
some effect as the latest monitoring report shows (49), albeit with considerable differences between the

Lander.
Rehabilitation

The responsibility for rehabilitation rests with all three branches of social insurance, depending on the
cause for needing rehabilitation. Therefore, many social insurance carriers have rehabilitation facilities of
their own. Little research has been done in the area of challenges in rehabilitation. An example is Sperl et
al. (2011) on child rehabilitation (50). The authors stress the deficits in the area of rehabilitation of children

due to a lack in appropriate facilities and show international examples on how to improve this field.

Only since 2004, there is a more detailed overview of capacities and attempts to plan those capacities in

the rehabilitation plan by the HVSV and GOG, currently in its 2016 edition. From the aims of the

12 This requirement was included in the 15a-agreement so that hospitals belong to the private sector according to
the System of National accounts, effectively removing deficits and debts in hospitals from the public sector.
However, the Manual on Government Deficit and Debt laying out the rules for Maastricht conformity does no longer
recognize this, so that more than 3 billion Euros had to be added to Austria’s Maastricht debt in 2011.
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rehabilitation plans, it becomes obvious, that Austria has far too few capacities in ambulatory
rehabilitation, and inpatient rehabilitation capacities need to be adapted. Care coordination with

hospitals is again hampered by split competencies.
Pharmaceuticals

In the first decade of the new millennium, pharmaceutical expenditures were a major concern for SHI,
especially volume increases. Through diverse measures, most notably a reduction of VAT from twenty to
ten percent, as well as introducing a system of rebates and supporting physicians to prescribe more
economically, the cost increase could be curbed. However, in recent years, some expensive new drugs
have again challenged SHI‘s pharmaceutical budgets. Also, SHI is only responsible for pharmaceuticals
outside hospitals, while hospitals bear the costs of their own drugs, incentivising cost shifting. At least for
high cost medications, this was attempted to be tackled by the healthcare reform 2013 by the introduction
of the pharmaceutical commission (Medikamentenkommission) issuing recommendations on high-priced
drugs. Improved procurement might be necessary in both the hospital and the extramural setting, as

Austria does not perform as well as in previous years in terms of drug prices (51).
Integration of care

The split in competencies, the financing and payment mechanisms described above, detailed regulations
for structures and contractual arrangements and limited funds for innovation reduce the ability of the
Austrian healthcare system to provide integrated care. So far, only one DMP has been rolled out, with
initial findings revealing a positive impact, however, participation in the program is low (24). This is a
concern, as Austria’s demographics follow the general trend in most European countries of double ageing,

alongside an increase in chronic and multiple chronic diseases.

Other important fields like long term care and social care are the responsibility of municipalities and
Lander, and thus, not easily integrated with health care. The joint responsibility for primary health care
established in the healthcare reform 2013 still has to show concrete effects in service provision, as
currently, true primary healthcare units are still rare, and for integration towards secondary care only
some projects exist. Also, there are some training courses for case management, but rarely defined

positions in healthcare facilities.
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3 International comparative analysis

This chapter provides an international comparison of Austria’s healthcare system in regard to expenditure,

resources, health outcomes and utilisation.
3.1 Overview

This chapter presents an introduction to the performance of Austria’s healthcare system, specifically this
analysis details the country’s methods of healthcare financing, its physical and human resources, its health
outcomes and extent of healthcare utilisation. Healthcare financing is considered with regards to the
magnitude of spending on healthcare, both at a country level and an individual level, in addition to
Austria’s means of financing and the corresponding contributions of different financing methods to total

expenditure.

The adequacy of Austria’s healthcare resources is best assessed through an analysis of the distribution of
labour resources as well as physical capital, for example hospital beds. However, in order to construe an
informed opinion of the performance and adequacy of Austria’s healthcare system it is essential to
consider the overarching dimension of health outcomes. As such this report utilises indicators in the

context of life expectancy, burden of illness and unmet need.

Finally, a key objective of any healthcare system is access, hence this report will discuss healthcare
utilisation in Austria to determine whether this goal is achieved and to what extent inequities present

themselves within the country.

Various data sources were employed in order to create this chapter including OECD Health Statistics data
2015, the Global Burden of Disease Study 2015, Eurostat database in addition to data provided directly by
GOG. A series of figures were constructed using the available data which were then utilised to inform
observations regarding the Austrian healthcare system. A comparative analysis approach was adopted,
therefore throughout the chapter comparisons are drawn between Austria and other OECD countries.
Given Austria employs a health insurance system, more granular comparisons were made among
European OECD countries also operating health insurance systems such as Germany, France, Netherlands,

Switzerland, Luxembourg and Belgium.
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3.2 Healthcare financing

3.2.1 Health expenditure as a proportion of GDP

Compared with other European countries, Austria’s health expenditure represents a relatively large
proportion of GDP. Specifically, Austria spends 10.4% of its GDP on health, which is 0.5 percentage points
above the EU(28) average, however, lower than in countries such as Germany (11.1%) and France (11%)

(see Figure 6).

Austria’s health expenditure is comprised mostly of public financing arrangements through government
spending and compulsory health insurance (7.9%) and to a lesser extent, private sources and voluntary
health insurance (2.5%); the larger proportion attributed to government/compulsory financing is broadly

mirrored among other European countries.

Figure 6: Health expenditure as a proportion of GDP (Europe) (2015)

14.0% o o o
22288353
°°LD°°-"

0, ovﬁ'OHHH

12.0% \OQ\QQ\QQ\OO\OOSHHHH

\oo\oc\c%mww_oﬁ\—i‘—i

9 e XX HE A 5GP

10.0% Q\Q?\‘mqwc\m

o\o\°o\°o\°°\°LQod°°°°

o, o\°o\°°\E’ogoo.°.r\5|\

8.0% °\°“’m"”-usu>"\’\'\

L
E\D)quou:
) 1n

6.0% =

4.0%

2.0%

0.0%

© © © T © @© V¥ O > W O 8 © © T & > T © T 0 © X »n o c >
_— s e —_— e — — QU = = c = = — E — E - O o c
c >3 c £ c ¥ 2535 & 55 0t c wmws®m £ =< 5N EFT 5 52 29 ¢
m*g,02rugajmojm%wggzﬂ‘“ﬂ—ca‘&;-&gmmgg
E_n*;O:’L>~Q_C_DQ_8—8LV’ EEEUD 2 ¢ € = & = £
5] u_uf—‘L;C_,uUwDEcuocg_o = iL £ <gq,<n'-'-mq,
o = x T o wv o ~ o <
- 7 g<'); ] (V)
T 3% 5 z
¢ h=
o S c
w D

W Government/compulsory W Private/voluntary

Source: (52)

Regarding European countries, which are also characterised by a health insurance system, health
expenditure as a proportion of GDP in Austria is comparable to other entities and is equal to that in
Belgium, as depicted in the figure below. This subset of countries appear to spend a relatively higher

proportion of GDP on health than other OECD countries which do not operate a social insurance system.
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Figure 7: Health expenditure as a proportion of GDP (European social insurance systems) (2015)
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Health expenditure as a proportion of GDP has experienced an upward trend in Austria, albeit increases
have been small. Similar to other European countries, the sharpest increase occurred between 2008 and

2009 (see Figure 8). This trend can be attributed to the fall in GDP caused by the Global Financial Crisis.

Figure 8: Trend in health expenditure as a % GDP, European social insurance systems, 2015
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3.2.2 Health expenditure per capita

An international comparison of health expenditure per capita demonstrates that Austria performs well
with respect to the extent of resources spent on healthcare. Figure 9 illustrates that Austria’s health
expenditure per capita of €3,789 is the 6th largest among the 28 European countries used for comparison.
As discussed above, this amount is comprised largely of government/compulsory spending which amounts
to €2,884 per capita and is supplemented by private/voluntary spending of €905. The mean health
expenditure per capita among European countries with health insurance systems is €3,621, therefore
Austria’s health expenditure per capita is above average compared to the countries shown in Figure 9.
However, the average is heavily influenced by Luxembourg, which has an expenditure per capita 66%

above the average (i.e. €6,023).

Figure 9: Health expenditure per capita (OECD) (2015 or nearest year) (€ PPP*)
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Note: *PPP=purchasing power parity.
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Figure 10: Health expenditure per capita (European social insurance systems) (2015 or nearest year) (€
PPP)
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Austria’s average annual growth rate in per capita health expenditure declined from 2.23% (2005-09) to
1.06% (2009-15). This trend can be seen globally as a decline in the average annual growth rate also
occurred in 24 other European countries. The difference in growth rates across the two time periods

examined however was smaller than many other European countries.
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Figure 11: Average annual growth rate in per capita health expenditure (real terms) (2005-2015 or
nearest year) (OECD)
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Austria’s average annual growth rate between 2005 and 2009 (2.2%) was greater than in Luxembourg,
Switzerland and France, which had growth rates of 1.0%, 1.3% and 1.7%, respectively. Conversely, its
annual growth rate was significantly lower than other European countries with health insurance systems,
including Belgium which grew by 3.2%. Austria’s average annual growth rate was lower between 2009
and 2015 at 1.1%, which is in stark contrast to Switzerland and Luxembourg whose growth rates for that
period were 2.4% and 3.6%, respectively. Austria’s average annual growth rate from 2009-2015 however
was still 0.4 percentage points higher than the lowest average rate for the group (i.e. EU(28) at 0.7%) (see

the figure below).
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Figure 12: Average annual growth rate in per capita health expenditure (real terms) (2005-2015 or
nearest year) (European social insurance systems)
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3.2.3 Composition of financing

The composition of healthcare financing in Austria correlates with a general trend that the majority of
expenditure in European countries with social insurance systems is comprised of compulsory health
insurance (CHI) (see the figure below). Approximately 45% of health expenditure in Austria is attributed
to CHI, followed by government schemes (31.1%). However, despite CHI acting as the primary source of
funding, compared to other European countries operating health insurance systems, Austria funds a
relatively lower proportion of its health expenditure through this mechanism. Its financing structure is
most closely aligned to that of Switzerland, however, out of pocket spending in Austria is markedly less at
17.7% of health expenditure compared to 26.7% in Switzerland. This figures emphasises the importance

of government schemes instead of user charges to make up funding shortfalls.
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Figure 13: Current health expenditure by financing type (2014) (European social insurance systems)
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Government/compulsory insurance spending as a percentage of total government expenditure in Austria

is 14.8%. This is 6.3 percentage points lower Germany which has the highest proportion amongst countries

depicted in the figure below.
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Figure 14: Government/compulsory insurance spending as % total government expenditure (European

social insurance systems)
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3.3 Physical and human resources

3.3.1 Labour

Ireland  E—

Netherlands S

Germany |

The density of human resources in Austria varies according to the profession in question. An analysis of

relevant data reveals that within hospitals, Austria is heavily reliant on physicians. Specifically, Austria has

4.33 practising physicians per 1,000 people, which is only surpassed by Portugal and Greece.
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Figure 15: Practising physicians per 1,000 population in 2014 (or latest year available (a))
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Compared to countries operated health insurance systems in Europe, it is evident that Germany, France,
Belgium, Luxembourg and Switzerland all function with less practising physicians, however a noteworthy
observation is the significant imbalance of labour resources evident in Austria as it also has the lowest
density of practising nurses compared to the same countries (although no data was available for France).
Specifically, there are only eight nurses per 1,000 people, which is significantly lower than Switzerland,

the country with the highest density, which has 18 nurses per 1,000 people (see Figure 16).

This suggests a strong dependence on physicians within the healthcare system. With respect to
pharmacists, Austria has a moderate density which can be considered somewhat typical of European
countries with social insurance systems. There are 0.7 dispensing pharmacists per 1,000 people in Austria
which places the country just below the mean density for the basket of countries used for comparison in

Figure 17.
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Figure 16: Practising nurses per 1,000 people (2015 or nearest year) (European social insurance systems)
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Figure 17: Practising pharmacists per 1,000 people (2015 or nearest year) (European social insurance
systems)
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3.3.2 Capital

The Austrian health care system relies heavily on secondary care, which is reflected by high resource
utilisation in the hospital sector compared to other European countries. Austria has the fifth highest
number of hospitals, see Figure 18, and the second highest number of hospital beds per capita in Europe

(see Figure 19). In 2014, 7.59 beds were available per 1,000 Austrian inhabitants, which is almost 1.5 times
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higher than the average of the 28 Member States of the European Union (EU). Over the last ten years this

number has on average decreased by 12% in the EU, but only by 2% in Austria (see Figure 20).

Figure 18: Number of hospitals per million population in 2014 (or latest available year (a))
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Figure 19: Number of hospital beds per 1,000 population in 2014 (or latest available year (a))
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Figure 20: Number of hospital beds per 1,000 population 2001 — 2014 for selected countries
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3.4 Health outcomes

3.4.1 Life expectancy

The 2015 Global Burden of Disease Study identified that life expectancy for males was 78.8 years, and

83.7 years for females in Austria (see figures below). This is a marked increase from 1990 where life

expectancy for males and females was 72.3 and 78.8, respectively. A study conducted by Kontis et al.

(2017), which aimed to forecast national life expectancies, found that Austria was in the bottom half of

the 35 countries®® analysed in regard to the median projected change in life expectancy at birth from 2010

to 2030 (men and women) (54). The median projected change for women and men was 3.25 and 3.75

years, respectively (see Figure 21).

Figure 21: Projected life expectancy between 2010 and 2030 (men and women)

‘I

Spain
New Zealand
Switzerland
Canada
italy |
Finland . Switzerland

.
L]
Germany Australia ‘_,
Austria_| Italy | &N
UK Bulgaria .
Australia_| France ‘
Belgium Singapore _|
Netherlands | Austria_| '-
L]

Women Men
South Korea | © Hungary .
Slovenia | = South Korea k3
Portugal | =0 Slovenia -
Mexico | [ 1 Poland »
Chile"] E .
Czech Repubiic | -
Romania | B - Ireland .
France | (zech Republic .
Slovakia | : Portugal °
Denmark: i Spain B -
Poland E Netherlands .
freland | Croatia .
Croatia | New Zealand .
Singapore | ; Canada » .

Romania

Slovakia

Denmark
»
.

Serbia 1 s Belgium

Sweden Japan: . -
Norway | Serbia_| B -
Greece Mexico | l
USA | USA |
Japan ° Sweden | :
Eulgaria: Greece |
Macedonia Macedonia i .
T T T T
o 5 10 15 o 5 10 3
Change in life expectancy (years) Change in life expectancy {years)
Probability density
Low High

Source: Graph taken directly from (54)

3 Including countries such as Belgium, Germany, France, Switzerland and the Netherlands.
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The projected female-male difference in 2030 was significantly less than that in 2010, a trend observed in
almost all countries examined, indicating gender inequalities are expected to narrow. Both Kontis et al.
(2017) and the OECD indicate that Austria lags significantly behind Switzerland and France with regards
to overall life expectancy, both of which are highly comparable countries to Austria due to their health
insurance systems (54). Nonetheless, the Austrian life expectancy exceeds that of Germany and Belgium,
albeit only marginally. Analysing male and female life expectancies separately shows that Austria is placed
in the middle of European countries with social insurance systems for both cases. For both genders Austria

is bettered by Switzerland and Luxembourg.
Figure 22: Male life expectancy (European social insurance systems) (2015)
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Figure 23: Female life expectancy (European social insurance systems) (2015)
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3.4.2 Burden of illness

The top 10 causes of death in 2015 in Austria were: ischaemic heart disease, Alzheimer disease,
cerebrovascular disease, lung cancer, COPD (chronic obstructive pulmonary disease), colorectal cancer,
chronic kidney disease, diabetes, hypertensive heart disease and breast cancer. All of the aforementioned
causes of death are non-communicable diseases, eight of which rank within the top 10 causes of
premature death, in addition to self-harm and pancreatic cancer (see Figure 25). Notably, there has been
a significant reduction since 2005 in the number of premature deaths caused by road injuries. The number
of years of life lost (YLL) attributed to ischaemic heart disease is the highest among the top 10 causes of
premature mortality in the majority of OECD countries, but is especially high in Austria as well as Germany.
With respect to morbidity, low back and neck pain was ranked as the biggest cause of disability in both
2005 and 2015. The biggest risk factor which drives the most death and disability combined is diet, closely
followed by high systolic blood pressure, however tobacco smoke and alcohol and drug use are also
prominent. Collectively these risk factors implicate that unhealthy lifestyles play a significant role in

Austria’s burden of illness. The most prevalent health problem in both 2005 and 2015 was oral disorders.
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Figure 24: Top 10 causes of death by rate in 2015 and percent change, 2005-2015

Disease 2005 ranking 2015 ranking Percentage change

Ischaemic heart

1 1 -2.3%
disease
Alzheimer disease 3 2 20.2%
Cerebrovascular

2 3 -11.5%
disease
Lung cancer 4 4 9.1%
COPD 5 5 5.1%
Colorectal cancer 4 6 -42.8%
Chronic kidney disease 12 7 50.6%
Diabetes 7 8 -4.4%
Hypertensive heart

11 9 42.5%
disease
Breast cancer 9 10 5.1%

Source: (55)

Figure 25: Leading causes of premature death (YLLs) in 2015 and percent change, 2005-2015

Disease 2005 ranking 2015 ranking Percentage change
Ischaemic heart disease 1 1 -11.5%
Lung cancer 2 2 2.4%
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Disease 2005 ranking 2015 ranking Percentage change

Cerebrovascular disease 3 3 -19.6%
Alzheimer disease 5 4 12.7%
Self-harm 4 5 -14.5%
COPD 7 6 -0.2%
Colorectal cancer 6 7 -6.6%
Breast cancer 9 8 -2.6%
Diabetes 10 9 -14.1%
Pancreatic cancer 12 10 11.5%

Source: (55)

Compared to other OECD countries there are definite similarities in the burden of iliness. In Germany,
Switzerland, France, Luxembourg and Belgium, the number one cause of death and premature death in
2015 was also ischaemic heart disease. Unhealthy lifestyles contribute significantly to the burden of
disease and the number of Disability Adjusted Life Years (DALYs) in the aforementioned countries.
Tobacco smoke, dietary risks, alcohol and drug use and high systolic blood pressure comprise the top four
risk factors in all of Austria, Luxembourg, France and Belgium. Alcohol and drug use is less of a risk factor

in Germany however.

Austria performs relatively well according to the indicator of deaths from cancer per 100,000 people.
Specifically, in 2015 there were 197 deaths from cancer per 100,000 people, which aligns exactly with
Germany and is considerably better than the worst performer of the group in the figure below. On the
other hand, it is possible to determine there is scope for improvement as several countries performed

better, achieving a lower number of deaths; in particular Finland had only 173 deaths per 100,000 people.

Austria performed particularly well with regards to survival for stomach cancer, achieving a 33.1% age
standardised net survival rate which was only surpassed by Belgium (33.4%) when comparing the

countries included in Figure 27. Austria also has the highest age standardised net survival rate for lung
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cancer, 17.9%, compared to fellow OECD countries, despite tobacco smoke being the third leading risk
factor driving death and disability combined according to the Global Burden of Disease study. It is higher

than the worst performer in the group, the UK, by 8.3 percentage points.

Despite generally performing well against cancer metrics which act as indicators of overall health care
performance, one anomaly exists. The age standardised net survival rate for leukaemia within adults is
only 45.8% which is lower than many European countries including those also operating social insurance
systems such as Belgium, France, Switzerland and Germany. More than half of adults diagnosed with

leukaemia in these countries survive the disease, whereas less than half survive the disease in Austria.
Figure 26: Deaths from cancer per 100,000 people (2015)
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Figure 27: Cancer survival rate (various types)
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The prevalence of diabetes in Austria is relatively high at 0.7 percentage points above the average for the
European Union and 2.2 percentage points higher than the country with the lowest prevalence, the UK
(see Figure 28). This indicates that the impact of this disease on public health in Austria is of significance.
Furthermore, diabetes is associated with unhealthy lifestyles thus reiterating that population health in
Austria suffers due to risk factors such as diet and high body-mass index. Primary care is important for the
management and prevention of diabetes therefore the above average prevalence once again points to

weaknesses within Austria’s primary care system.

Figure 28: Prevalence of diabetes (20-79 years) (2015)

8.0% 6.9% 7.2% 7.4% 3

7.0% 6.0% 3 6.2% 6.4%

6.0% 2o 5.1% 5.3% i

5.0% e :

4.0% 3

3.0% §

2.0% §

1.0% 3

0.0% §

(] > © X~ > ' c ©

5 5 2 g = 5 s 2 5
kS &0 o - 3 £ £ 5 o
& [} i 2 Z c = =] o
< @ a & & 2
k5 g
= 2
= 2

Source: (57)

91
Volume 1: International comparisons and policy options



3.5 Healthcare utilisation

3.5.1 Overall healthcare utilisation

The utilisation of the hospital sector can best be described by the discharge rates from inpatient hospital
stays, that is, the number of patients leaving the hospital after at least one night. The rate of hospital
discharges per inhabitant can be influenced by a number of demand- and supply-side factors. The former
include the age structure and morbidity of the population, as well as other demographic characteristics,
whereas the latter mainly refers to the capacity of the hospital sector and its substitutes in the outpatient
sector. Austria displays the highest number of inpatient hospital discharges per year (2014 or latest
available) with only Germany exhibiting similar values of more than 250 discharges per 1,000 inhabitants.
These numbers are considerably above the average of the available European countries which was less
than 170 discharges per 1,000 inhabitants (see Figure below). It should be noted that the four countries
with the highest discharge rates, Austria, Germany, the Czech Republic and Hungary, are also among the

countries with the highest number of hospital beds per inhabitant (see Figure 19).

Figure 29: Number of inpatient discharges per 1,000 inhabitants (2014 or latest available year (a))
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Time series data (2001 to 2014) does not reveal a noticeable trend for Austria regarding hospital
discharges, as it is in line with the average trend of the available European OECD countries (see figure
below). Other health insurance countries, such as Germany, the Netherlands and Switzerland, exhibit a
compound annual growth rate of 0.9%, 2.3%, and 1.1%, respectively. On the contrary, France has a

negative compound annual growth rate (- 1.2%).

Figure 30: Inpatient hospital discharges per 1,000 inhabitants (2001-2014)
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Regarding the average length of hospital stay (total number of days stayed by all inpatients divided by the
number of discharges per year), which is often cited as a measure for the efficiency of the hospital sector
(OECD 2015), Austria lies marginally above the average for available European countries (i.e. 7.6% vs. 8.2%
for inpatient care, and 6.1% vs 6.5% for curative care). On average, the length of inpatient stays are

declining in the available European OECD countries.
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Figure 31: Average length of stay in days (2014 or latest available year (a))
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Figure 32: Average length of hospital stay for curative care (2001 — 2014)
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To evaluate whether hospitalisations are potentially avoidable by accessible and effective primary health
care, a list of so called ambulatory care sensitive conditions (ACSCs) has been proposed by various health
system and policy researchers (58—61). The advantage of using ACSC as an indirect measure for primary
care quality is that hospital data can be used, which is often routinely collected and therefore usually more
reliable and comparable than data collected for example, through interviews. The OECD adopted the
notion of ACSC, for which hospitalisations are potentially avoidable, to measure the quality of the primary
care. Data on five common chronic diseases, which are part of the most used definitions of ACSCs (e.g.
(58)), is available for cross-country comparisons. These conditions are asthma, COPD, diabetes, congestive
heart failure (CHF) and hypertension. The data is presented as number of hospitalisations with one of the
conditions, as primary diagnosis, among people aged 15 years or older, per 1,000 inhabitants. It is also
age and sex standardised to the OECD population over 15 in 2010. For all conditions, reasons for variations
could be not only the quality of the primary health care system, but also in differing levels of morbidity
and differing coding practices between countries. Some countries were, for example, unable to fully rule
out double counting of patients due to referrals (details can be found in the notes of Figure 33 to Figure
36) (17).
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Asthma and COPD are analysed together given their close physiological relationship (Postma and Rabe
2015) (see Figure 33). Ireland, Hungary and Austria showed the highest hospitalisations rates for these
conditions (3.48, 4.28 and 4.36. per 1,000 age-sex standardised population, respectively). The rate for
Austria might be overestimated as not all transfers could be identified due to inappropriate coding and
the lack of a patient identifier to correct for double-counting. The average number of hospitalisations of
patients aged 15 and older per 1,000 sex-age standardised population in 2014 (or latest available year)
was 2.4, which is around 30% less than the Austrian rate.

Figure 33: Hospitalisations for Asthma and COPD of population 15 years and older — age and sex
standardised per 1,000 inhabitants (2013 or latest available year (a))
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(a) Latest available year: BE: 2011, CH: 2012, HU: 2012, I1S: 2012, LU: 2012, NL: 2011, SK: 2012

(*) 1S: Includes cystic fibrosis and anomalies of the respiratory system. LV: Excludes discharges from hospitals that
only provide rehabilitation services. SK: Includes J45, J46 for asthma and J41, J42, J43, J44, J47 besides J40 for COPD
Source: (52)

Hospitalisations for diabetes related conditions in Austria are more than twice as high as the average of
the available European OECD countries (2.96 versus 1.31 per 1,000 sex-age standardised population over
15) (see Figure 34). This large difference might in part be due to double-counting of transferred patients,
however, the countries with the second and third highest rate (Poland and Slovak republic) suffer from

coding problems that might lead to an overestimation.
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Figure 34: Hospitalisations for diabetes of population 15 years and older — age and sex standardised per

1,000 inhabitants (2013 or latest available year (a))

3.5

2.5

1.5 1.31

0.5

Switzerland | N
Latvia*
Belgium
France
Germany

Czech Republic

o = N
Italy |
|
Spain N |
Iceland NN !
United Kingdom I l
Netherlands* NN :
Norway NN I
Portugal NN |
Hungary N |
Sweden I |
Slovenia NN I
Denmark _:
Finland _l
Ireland NN
Luxembourg N
Poland NN

Slovak Republic*

I Diabetes == = Average of available countries

(a) Latest available year: BE: 2011, CH: 2012, HU: 2012, IS: 2012, LU: 2012, NL: 2011, SK: 2012

(*) LV: Excludes discharges from hospitals that only provide rehabilitation services. NL: Includes E12 to get
comparable outcomes with ICD9. SK: Includes E10, E11, E13, and E14.

Source: (52)

Austria G 2.96

Hypertension is the leading cause for congestive heart failure (Levy et al. 1996) and is therefore analysed

together with it (see figure below) (62). Again, Austria exhibits rates above the average of the available

European OECD countries (5.81 versus 3.56) for these conditions, with only Germany, Poland and the

Slovak Republic having higher hospitalisations rates (6.33, 7.46 and 8.34, respectively).
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Figure 35: Hospitalisations for congestive heart failure and hypertension of population 15 years and older
—age and sex standardised per 1,000 inhabitants (2013 or latest available year (a))
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(a) Latest available year: BE: 2011, CH: 2012, HU: 2012, 1S: 2012, LU: 2012, NL: 2011, SK: 2012

(*) CZ: Excludes operation diagnosis 100-199. LV: Includes cases with cardiac procedures codes. NL: Includes 404.0,
404.1 and 404.9 instead of 404.01, .03, .11, .13, .91, .93 for CHF and excludes 403 and 404 for hypertension (ICD-9)
SK: Includes 111 also 111.9, 113, 113.1 and 113.9, 150 for CHF and 110, 111, 111.0, 112, 112.0, 113, 113.0, 113.1 and 113.2
for hypertension and cases with cardiac procedures.

Source: (52)

The cross-country analysis of the cumulated hospitalisation rates for the five available ACSCs shows that
Austria ranked third after the Slovak Republic and Poland with a total of 12.26 hospitalisations for asthma,
COPD, diabetes, CHF and hypertension per 1,000 population over 15 (age and sex standardised) in 2013.

The average of all available countries was 6.77, and therefore 45% below the level of Austria.
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Figure 36: Hospitalisations for five ACSC conditions of population 15 years and older — age and sex
standardised per 1,000 inhabitants (2013 or latest available year (a))
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(*)Cases transferring from another institution were not excluded for all indicators

(**) See footnote 4

Source: (52)

Despite these rather high numbers of general and potentially avoidable hospitalisations, the number of
outpatient consultations per capita in Austria is slightly above the average of all available European OECD

countries (6.8 versus 6.5) (see figure below).

14 IR: Excludes data from private hospitals (underestimation of up to 15%). LV: Data refer to patients whose treatment expenses
were covered from the state budget. LU: Data only cover the insured resident population. NL: Several hospitals stopped
participating in the National Medical Registry and excludes several hospitals with incomplete data. PL: Completeness about 90%.
ES: excludes data from private hospitals (underestimation of 15-20%, progressively increased since 2005).
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Figure 37: Outpatient consultations per capita in 2014 (or latest available year (a)(b))
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home, outpatient department in hospital; and ambulatory healthcare centres.

(*) See footnote *°

Source: (52)

3.5.2 Regional variations in healthcare utilisation

Hospitalisation rates do not only vary between countries but also within. In Austria, the all-cause
hospitalisation rates in 2015 varied from 256.1 to 419.0 per 1,000 inhabitants (see Figure 38) between the
117 political districts (including city districts of Vienna). Hence, the political district with the highest rate

recorded four times more hospitalisations than the region with the lowest rate.

15 AT: excludes privately paid consultations. BE: excludes self-employed; includes medical assistance during urgent transfer to
hospital. CH: includes only population aged 15+; excludes collective households (e.g. retirement homes). FR: includes external
consultations with midwives. DE: includes only the number of cases of physicians’ treatment according to reimbursement
regulations (only counts first contact over a three month period). EL: excludes privately paid consultations. HU: includes
consultations for diagnostic exams such as CT and MRI scans. IR: includes telephone consultations; includes only population 18+.
IT: includes visits for prescribed laboratory tests and scheduled treatments (e.g. injections, physiotherapy). NL: excludes contacts
for maternal and child care. PT: excludes visits to private practitioners. ES: includes only population aged 15+. UK: excludes
consultations in independent sector and specialists outside hospital outpatient departments; includes telephone consultations.
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Figure 38: Regional variations in all-cause hospitalisations per 1,000 inhabitants in 117 Austrian political
districts (2015)
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|| 2nd sextile: (282.8 , 206.7}
|| 1st sextile: {minimum} [256.1 , 293.8]

Source: Gesundheit Osterreich GmbH / Austrian Ministry of Health

The long-term trend, however, seems to be following a similar pattern in all nine federal states
(Bundeslander), with an increase in hospitalisations per 1,000 inhabitants of up until 2007 and a flattening

of the curve since then (see Figure 39).

6 Method for classifying the choropleth map: class breaks correspond to quantiles of the distribution of variable
attribute, so that each class includes approximately the same number of polygons.
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Figure 39: Time trend of all-cause hospitalisations per 1,000 inhabitants in 9 Austrian federal states
(2015)
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Source: Gesundheit Osterreich GmbH / Austrian Ministry of Health

The district level variations in hospitalisations for selected ambulatory care sensitive conditions (ACSCs)

ranges from 5.5 to 22.5 per 1,000 inhabitants; that is a variation of 4.1, indicating that the region with the

highest rate of ACSC hospitalisations was 4.1 times greater than the region with the lowest recorded

figures. For all-cause hospitalisations, the variation is significantly less at 1.6 (see Figure 40).
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Figure 40: Regional variations in hospitalisations for asthma, COPD, congestive heart failure,
hypertension and diabetes per 1,000 in 117 Austrian political districts (2013)*
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2nd sextile: (10.5, 11.4]

1st sextile: {minimum) [5.5, 10.5]

Source: Gesundheit Osterreich GmbH / Austrian Ministry of Health

3.5.3 Equity of healthcare utilisation

It has been acknowledged by the WHO and most national governments that (unfair) health disparities due
to socioeconomic characteristics exist and should be eliminated for social but also for economic reasons.
Evidence regarding a socioeconomic gradient of health care utilisation in the EU Member States can be
found in the results of the ‘European Health Interview Survey’ (EHIS). Data is publicly available for the first
wave which was conducted between 2006 and 2009. The collected data shows that 17.3% of the Austrian
population reported at least one inpatient hospitalisation during the 12 months before the interview (see
Figure 41). Persons with pre-primary, primary and lower secondary education reported a higher rate of
20.9%, whereas onlh 16.4% of those with tertiary education reported inpatient stays. This means that
persons with a tertiary education report 27% less inpatient stays than those with primary or lower
secondary education. Compared to other European countries participating in the EHIS, this is a rather low

gradient (the highest one is recorded in Greece with over 90%).

17 Method for classifying the choropleth map: class breaks correspond to quantiles of the distribution of variable
attribute, so that each class includes approximately the same number of polygons.
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Figure 41: Percentage of population with at least one inpatient hospital admission during the last 12
months by educational attainment level (self-reported between 2006 and 2009)
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Regarding primary health care, 63.8% of the Austrian interviewed population stated that they had no
contact with a general practitioner (GP) during the last 12 months. Of those persons whose highest
educational attainment is lower secondary, only 55.4% reported that they had no GP contact which is
almost 20% below the percentage reported by persons with tertiary education. Compared to the other

countries in the survey, this is a rather high gradient (see Figure 42).
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Figure 42: Percentage of population with no contacts with a general practitioner during the last 12 months
by educational attainment level (self-reported between 2006 and 2009)
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3.54 Unmet need

In a study conducted by Detollenaere et al. only a small percentage of the Austrian population reported
unmet need; of the 32 countries analysed, Austria had the 7" lowest percentage of people reporting
unmet healthcare needs (64). In addition, the authors showed that the gap between healthcare needs of
low- and high-income groups was comparatively small, and only six countries demonstrated smaller gaps.
The data therefore implies that Austria does not exhibit significantly large inequities in access to
healthcare. The Netherlands, which also operates a social insurance system, had an even smaller
percentage of people reporting unmet need, and interestingly, scored highly with regard to primary care
strength indicators. Conversely, all of France, Belgium, Switzerland, Luxembourg and Germany presented
larger percentages, the highest being France where over 5% of people reported unmet need. Austria

conformed to the general trend whereby the lowest income group reported the highest unmet need.

Results from the above study are mirrored by data collected and analysed within a recent report by the

European Commission (65). Based on EU-SILC (Statistics on Income and Living Conditions) data, of the 29
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countries examined, Austria had the second lowest share or people reporting unmet healthcare needs as

a result of cost, travel distance and waiting times (as of 2013) (65). Further, results from the data show

that Austria has made significant progress in this area between years 2008 and 2013 (Figure 43). Using

the same data, an analysis of unmet need in Austria, compared to the EU(27), was also undertaken

according to range of population groups, namely: poorest quintile, lower secondary education,

unemployed, female, people aged 65+ and richest quintile. Results from this analysis are promising, given

even those in vulnerable groups (e.g. unemployed) recorded significantly lower levels of unmet need than

the EU average (see Figure 44).

Figure 43: Share of people reporting unmet need for healthcare due to cost, travel distance and waiting

time (EU(28), 2008-13)
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Figure 44: Trends in unmet need for healthcare due to cost, distance or waiting time (Austria and EU(27)
average, 2004-13)
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3.6 Summary

The performance of Austria’s healthcare system can be summarised using the main findings of this
chapter. Compared with other European and OECD countries, Austria spends a relatively large proportion
of GDP on healthcare, albeit it is more similar to those OECD countries which utilise a health insurance

system. This finding is mirrored at the individual level when analysing health expenditure per capita data.

Similar to other European countries, healthcare expenditure as a proportion of GDP is rising, however by
contrast, the average annual growth rate in health expenditure per capita is decreasing. Austria’s main
source of financing is compulsory health insurance yet it also relies quite heavily on taxation and

government schemes, unlike many of its OECD social insurance country peers.

The data in this chapter provides an insight into the relative importance of different health care providers.
It is evident that hospital provision is inflated compared to many other OECD countries, due to the high
numbers of hospitals and hospital beds, implying insufficient provision is available at the primary care
level. With regards to health care professionals, data supports the view that there is an over reliance on
physicians and under reliance on other professions, in particular nurses.
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Life expectancy in Austria has exhibited an upward trend, which is also reflected in comparator countries,
however, current life expectancy is lower than than in several European countries with health insurance
systems, suggesting Austria is underachieving in this respect. Further, relative to a number of European
countries, life expectancy projections are low. Such results suggest further effort is required to enhance

current public health initiatives (as outlined in chapter 7).

The indicator of deaths from cancer per 100,000 people provides a largely positive view of health
outcomes in Austria, and for most types of cancer Austria performs close to the average of the countries
examined, or better with regards to age standardised net survival rates. Prevalence of diabetes however
is above the European Union average. Finally, the burden of disease in Austria is largely similar to that in
analogous countries with the highest amount of premature death attributable to ischaemic heart disease,

whilst the biggest risk factors are associated with unhealthy lifestyles.

Secondary healthcare utlisation is relatively high in Austria, compared to similar countries, and analysis of
hospitalisations for ambulatory care sensitive conditions provides insight as to whether hopsitalisations
in general are potentially unnecessary. Interestingly, Austria displayed above average rates for asthma
and COPD, diabetes and hypertension and congestive heart failure, which provides further evidence that
primary healthcare performance is less than optimal. Utilisation of healthcare differs according to
educational attainment, suggesting inequities do exist, with more educated persons reporting a lower
percentage of inpatient stays in hospitals. Whilst there appears to be an apparent disparity, it is important

to observe that it is less extreme than those in other European countries.

Figure 45: Overview of international comparative analysis results

Financing

e Above average expenditure on health when compared to the EU average, however, lower than
other countries operating social health insurance systems

e Relatively low average annual growth rate in years 2005-09, and even less between 2009-15
Physical and human resources

e Relatively high number of practising physicians per 1,000 people, with a concurrently low number
of practising nurses and pharmacists
e Significant number of hospitals and hospital beds, and thus high rates of inpatient admissions

relative to EU and OECD countries
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Health outcomes

Utilisation

Life expectancy figures for men and women mirror those found in other European social health
insurance systems, however, in regard to projections, Austria performs relatively worse
Similar to most developed countries, major areas of disease burden are non-communicable and

include ischemic heart disease, COPD, and diabetes

Austria has the highest number of inpatient discharges per 1,000 people when compared to
European OECD countries, however, an analysis of trends reveals the number of discharges has
been falling since 2008

Hosptialisations by ACSC reveal that Austria has a relatively high number of admissions for asthma
and COPD, diabetes, and congestive heart failure

In the outpatient sector, utilisation aligns wit figures recorded across a number of OECD countries
All-cause and ACSC hospitalisation rates differ across the nine states, with the latter experiencing
significantly greater variation

Austria experiences relatively low levels of unmet healthcare need across all groups in society,

including the unemployed and those in the lowest income quintile.

109

Volume 1: International comparisons and policy options



4 Structure of Austria’s social security system

This chapter outlines the organisation of the Austrian social security system. Based on the strengths and
weakness of Austria’s healthcare system, four alternative social insurance models have been proposed.
The models ultimately aim to improve patient wellbeing by improving both efficiency, effectiveness and

equity within the system.

4.1 Structure of social security in Austria

4.1.1 Status quo

Austria’s social security system is comprised of three pillars, namely, accident, health and pension
insurance. There are a total of 21 insurance carriers within the current system who offer single or multiple

types of insurance (66). As previously outlined, all 21 social security carriers are united under the HVSV.

Accident insurance covers physical damage, death or inability to work, as a result of workplace accidents
or occupational disease. Accident insurance is offered by the: Austrian Workers’ Compensation Board
(AUVA); Insurance Institution for Railways and Mining (VAEB); Insurance Institution for Public Sector
Employees (BVA); and the Insurance Institute for Farmers (SVB). AUVA is the largest provider, covering

78% of the population (67).

Figure 46: Number of insured persons per accident insurance carrier
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Health insurance covers sickness, health check-ups, incapacity to work caused by diseases, as well as
maternity costs. Most of the population are covered by one of the nine GKKs (i.e. 76%), covering each of

the Lander. The remaining 24% of the population are covered by either the Insurance Institution for the
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self-employed (SVA), the VAEB, SVB, BVA, and to a lesser extent, one of the 15 KFAs

(Krankenfiirsorgeanstalten) (13).
Figure 47: Number of insured persons per health insurance carrier
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Lastly, pension insurance covers insurance claims for those of retirement age, as well as for those who
have limited working ability, and death. Pension insurance also provides rehabilitation services and
healthcare. Eighty-four per cent of the market is covered by the PVA. Pension insurance is also provided

by the SVA, SVB and VAEB, in addition, there is a pension insurance institution for notaries (67).
Figure 48: Number of insured persons per pension insurance carrier
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Although not technically within the social insurance system, it is important to highlight health and accident
insurance offered to civil servants through the Krankenfiirsorgeanstalten (KFA).!® There are currently 15
KFAs covering health and accident insurance to 200,000 people at the Lander or community level. In
addition, since 2000, seven employment groups have been given the choice to ‘opt out’ of the statutory
insurance scheme (article 5, GSVG), given their insurance is covered, for example, by voluntary health
insurance under the ASVG or GSVG. These professions cover pharmacists, physicians, lawyers, architects,
public accountants, veterinarians and notaries (68). For further details on the structure of Austria’s social

insurance system, please see Volume 4 — Situational Analysis.
4.1.2 Policy options: Social insurance structural models

The debate of merging social insurance carriers has been discussed extensively within Austria over the
past decade. Advocates of amalgamating carriers point to potential benefits, namely from economies of

scale and scope (as outlined below).
Economies of scale

In theory, firms can reduce average costs of production if they increase their level of output. This is
commonly referred to in the literature as ‘economies of scale’ (69). For example, economies of scale may
be achieved by streamlining IT processes, human resources, as well as data collection and analysis. It is
important to note that, theoretically, economies of scale is not continuous, in that once a certain threshold
is reached, the decline in costs per unit will stagnate and eventually rise once more (see figure below). For
this reason, firms should take caution when expanding their operations given it may also lead to
diseconomies of scale due to the heightened complexities associated with managing a significantly large

business (70).

The specific threshold before diseconomies of scale are reached is rarely known, and is likely to differ

across and within industries. Consequently, economies of scale are not necessarily achieved in practice.

18 KFAs operate in Carinthia (n=1), Lower Austria (n=1), Upper Austria (n=6), Salzburg (n=1), Styria (n=1), Tyrol (n=2)
and Vienna (n=1) (15 KFAs in total) (Source: BGBI §2 Abs. 2: Ausnahmen von der Krankenversicherung).
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Figure 49: Long-run returns to scale
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Economies of scope

A second driver of efficiency relates to economies of scope, whereby it is less expensive to produce a
range of products together, as opposed to producing each product on its own (e.g. by reducing parallel
structures, which lead to unnecessary costs) (70). Regarding economies of scope, there exist two
conflicting theories, namely the ‘Conglomeration Hypothesis’ and ‘Strategic Focus’ (71). The former,
states that firms can take advantage of cost and revenue scope economies by operating in several business
lines or offering a multitude of different products, resulting in superior efficiency compared to specialised
firms. The latter, on the other hand, argues that specialised insurers generate superior efficiency by
focusing on one or a limited set of offerings from their core business, where they exhibit competitive
advantages (71). According to Cummins et al. (2010), in terms of insurance, the Strategic Focus argument
outweighs arguments made within the Conglomeration Hypothesis (71). Further Conglomeration
Hypothesis within the Austrian social health insurance context is not possible given there is no opportunity

to expand outside the three forms of insurance.
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Additional benefits of mergers

Amalgamation of carriers may also address specific challenges facing Austria’s social security system

including:

e The lack of cooperation among insurance carriers (for example, during contract negotiations with the
Chamber of Physicians, and in regard to investment of own institutions)

e Differences in benefit packages across carriers, with wealthier funds offering their insured population
a wider range of benefits and better access to healthcare

e Structural fragmentation caused by national and regional laws governing different insurance carriers

e Limited risk-equalisation to take into account different structures across health insurance carriers.

Notwithstanding the above, amalgamation is not the only tool available for improving efficiency and
coordination within the system. That is, significant improvements to efficiency and coordination can be
potentially achieved within the current structural model given weaknesses within the system are
addressed. Therefore, it is recommended that the net-benefits of restructuring the social insurance

system be contrasted against enhanced cross-carrier cooperation.

In light of this, four alternative structural models have been developed, each offering differing levels of
amalgamation across insurance carriers. For each of the four models proposed, an overview of the model,

rationale, challenges and legal considerations have been provided.

It is important to note that amalgamation is unlikely to lead to cost-savings in the short-run given it takes
time to adjust supply-side factors, such as office space and labour. Further, additional costs will arise from
the development and implementation of new processes that are compatible with the new structural
model. This is evidenced by the 2002 merger between pension insurance for workers and employees
(PVArb and PVAnNg). Specifically, the greatest cost incurred by the merger was in 2003 (one year after the
merge), which amounted to €35.2 million. This figure subsequently declined to €22.7 million in 2005, and
eventually €5.6 million by 2008. Reasons for the additional short-term costs include inflexible labour and
capital, as well as there being significant structural differences between the two PVA branches.
Specifically, the PVA for workers was organised in a decentralised manner with four regional offices,

whereas the PVA for the employees had one central head quarter overseeing nine branches.®

1% The final structure largely mirrored that of the workers PVA, with the development of nine regional offices. This
decentralised structure required additional staff, with associated increases in office space.
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In the long-run, merger costs declined for several reasons including:

e Selling unused properties

e Standardising IT processes to fit with the general structure used within social insurance

e Bulk purchasing of standard software licenses

e Concurrent sourcing of IT personnel (i.e. hire externals on an ad-hoc basis (which led to annual savings

of €1.36 million)).

Despite these savings, overall, the predicted savings of 10% were counteracted by overall costs totalling

€114.8 million (as of 2007) (72).

Further evidence that mergers lead to cost increases in the short-run is found within the German context.
Specifically, the German Court of Audit found administration costs rose in the first year after mergers (up
to 18% for certain sickness funds). In addition, due to collective employment contracts, the level of staff

cannot be adjusted, thus limiting efficiency potentials.?°

20 Information regarding the impact of mergers in the short-run completed by Contrast Ernst&Young.
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Table 3: Proposed structural models for Austrian social security system

Model Description Risk-adjustment (RA) Rationale Challenges
" . . - Limited need for formal RA - Standard fees, access and Standardisation
Model 1 1 accident insurance
. due to large insurance pools benefits KFA competencies
Partial 1 pension insurance ] o
a - Re-evaluate need for RA - Joint procurement SVB contribution base
I tion 1 employed health _ i o }
amaigama insurance every five years - Economies of scale BKK administration costs
1 self-employed health - Knowledge specialisation
. - Introduce KFAs into social
insurance
security
Model 2* 1 pension insurance - RA between civil servants Stand?rd fees, access and Standardlsatlon.
Limited 1 self-employed health and employed health el R e
imite . . - Joint procurement SVB contribution base
I tion insurance insurance ] o ]
amaigama . - Economies of scale BKK administration costs
1 health insurance for
. - - Knowledge specialisation Develop RA across
employed (excluding civil
- Introduce KFAs into social employed health insurance
servants) ] _ i -
1 accident insurance for security Step-wise approach carriers and funds for civil
. . to amalgamation servants
employed (excluding civil
servants)
Joint health and accident
insurance for civil servants
Model 3* 1 pension insurance - Limited need for formal RA - Standard fees, access and Standardisation

Health and accident
amalgamation

1 health and
insurance split according to

accident

the nine states

due to large insurance pools
Re-evaluate need for RA
every five years

benefits

Joint procurement
Economies of scale
Knowledge specialisation

KFA competencies

SVB contribution base

BKK administration costs
Splitting AUVA into regions
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Model Description Risk-adjustment (RA) Rationale Challenges

Introduce KFAs into social

security
Model 4 _ Current structure - Pevelop RA' across all - Enha.nce equity and Encc?u'ragling' meaningful
/ - Enhancement of current insurance carriers efficiency participation in competence
hsurance - Improve coordination centres

competence centres
- Enhanced risk-adjustment
across all health insurance

coordination among health insurance

carriers

carriers

Exclusion of KFA from social
security

Note: *Various sub-models exists for models 1, 2 and 3 and have been included in the table below.
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Model 1: Partial amalgamation

Description

Model 1 retains the three-pillared structure of the current system with separate insurance for health,
accident (AUVA) and pension (PVA). Under the new system, all three insurance pillars would be
nationalised with no single insurance carrier offering multiple or all types of insurance. The health
insurance pillar would be split into two groups —employed and self-employed. Employed health insurance
would cover all nine regional health insurance funds (GKK), the BVA, VAEB, BKKs, and KFAs, which
currently operate outside the social security system. Self-employed health insurance would amalgamate
the SVA and SVB. Governance principles and representation for both health insurance carriers could be

based on the principle of proportionality.

In regard to national pension and accident insurance pillars, under model 1, all types of rehabilitation
services would be subsumed by AUVA, with the exception of invalidity rehabilitation. This arrangement is

necessary given these services are funded by pension insurance.

Health care institutions owned and run by insurance carriers (i.e. hospitals, outpatient clinics,
rehabilitation centres) would be managed by one central agency, with similar arrangements applying for
shared service centres. One exemption would apply, specifically, AUVA will retain control over their own

hospitals.
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Figure 50: Structural model 1

Main Association of Austrian Social Security Institutions

Pension Self-employed health Employed health Accident Administration of own institutions & Joint
insurance insurance Service Center

SVA GKK Hospitals
Therapeutic institutions
SVB BVA Outpatient clinics
KFA facilities
VAEB
SVI-IT
BKK SvC
SVD
KFA

Model 1a: Model 1, except employed health insurance divided into nine regional branches
Model 1b: Model 1, except employed health insurance divided into four healthcare zones

Model 1c: Model 1, except self-employed offer all three insurance pillars

Rationale

Unlike the status quo, model 1 delineates each insurance pillar so that health (employed), health (self-
employed), accident and pension are provided on a national level. Under this new arrangement, one
health insurance carrier for the self-employed and one for the employed would be responsible for
negotiating with the Chamber of Physicians on tariff levels and services. As a result, variability in fee

schedules would be minimised.

The new structure would create larger risk pools, particularly within the health insurance pillar, thereby
improving efficiency and equity within the system (see section 4.2 for further details on the benefits of

larger risk pools).

Given the size of each of the two health insurance carriers (self-employed and employed), it is presumed
that no formal risk-equalisation mechanism is needed. However, the need for a formal system of

redistributing funds could be evaluated every five years.

Lastly, creating four separate insurance pillars, each with their own focus, can foster synergies and

knowledge specialisation, leading to better services for the insured population.
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Challenges

Despite the above benefits of consolidating insurance carriers, several challenges are associated with this

form of amalgamation. Each of these challenges has been summarised in the table below, as well as an

aligning strategy.

Table 4: Challenges associated with implementing model 1

Challenge

Strategy

Standardising specialist fees, user charges and

benefits

Currently insurance carriers offer different

arrangements for accessing and paying for

healthcare.

Standardisation of arrangements will be required,
however, it should be phased in over a period of
time (e.g. 5-10 years). This will provide the insured

population and carriers’ time to adjust.

KFA competencies

Unlike other insurance carriers, KFAs are governed
by the Lander and do not form part of the HVSV.
KFAs also pay for all private expenditures, and in
certain cases, pay in full for (non-contracted)

physicians (Wahlarzte) (as opposed to the 80%).

KFAs under model 1 will have to form part of HVSV
and operate under a similar law. Unlike the
current KFA arrangement, employed health
insurance will not fully reimburse patients who

access non-contracted physicians.

Contribution base of SVB

The contribute base for current SVB carriers
differs from the SVA, with the farmers employing
a non-income related base. Therefore, under the
merge, the self-employed will be required to

cross-subsidise.

This challenge could be addressed by either:
changing the SVB contribution base so that is it
fairer; or using efficiency gains from the
consolidated organisation to subsidise the low

contribution base from SVB insured population.

Administration cost the BKKs

BKK administration costs are currently borne by

companies

The administration costs of BKKs would need to be
shifted to the health insurance carrier and away

from companies. However, overall savings in
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Challenge Strategy

administration through merging may counteract

this additional administrative burden.

Variations

Model 1a

Model 1a mirrors model 1, with the exception that the national health insurance carrier for the employed
would be split according to the Lander configuration. The branches may either sit under one national
umbrella organisation, or operate as independent, autonomous carriers. Under this arrangement, risk-
adjustment across the branches would need to be facilitated by one central agency for employed health

insurance.

It could be argued that dividing the employed health insurance carrier into regions would strengthen

cooperation within current State Health Funds, for example by extending existing coordination activities.

Model 1b
Unlike model 1a, model 1b would split the national health insurance fund for the employed into four
healthcare zones (which incorporates 32 regions), as specified by the Austrian Structural Health Plan

(Osterreichischer Strukturplan Gesundheit, 0SG):

e East: Northern Burgenland, Lower Austria and Vienna
e South: Styria, Carinthia and Southern Burgenland
e Noth: Upper Austria and Salzburg

e West: Tyrol and Voralberg.

By splitting carriers by healthcare zones, the planning of social health insurance would align with the
Austrian Health Care Structure Plan (OSG). In addition, dividing insurance according to the configuration
of the Lander risks increasing hospital utilisation, given the Lands are responsible for the provision of
inpatient care (i.e. own, regulate and fund hospitals). Model 1b may also equalise the balance of power
between social health insurance and the Lander, given one significantly large insurance carrier would

negotiate with multiple Lands.
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Model 1c
Model 1c differs from model 1 by jointly allowing the SVA and SVB to operate all three insurance pillars,
as opposed to just health. Under the status quo, both carriers offer services beyond health insurance, with

the SVA providing health and pension, while the SVB offers all three types of insurance.

Legal considerations

Model 1 and 1a

With respect to models 1 and 1a, certain legal challenges occur, however, most of these challenges can
be addressed with simple legislative acts (i.e. no requirements of a two-third majority). Specifically, due
to the self-governance-principle, as it is understood in the case-law by the Constitutional Court,
amalgamation of employed and civil servants schemes as well as those for self-employed and farmers is
possible if the system of collecting contributions is harmonised and (at least: or) separate groups (‘curias’)
of insured persons are formed within the respective self-governance bodies (for details see below Volume

2, chapter 5).

Under such a common umbrella institution, the provision of services by physicians and other medical staff
and the administration could be organised together. But as those curias (according to the self-governance-
principle) must be authorised to release their own regulations (such as ‘Satzungen’ or

Krankenordnungen’) this could be contradictory to the goal of harmonization of risks and benefits.

Incorporation of the KFAs, however, would require either corresponding legislation by the regional
Parliaments (Landtage) or amendments to Federal Constitution which would be subject to two-third-

majorities in both chambers of the Federal Parliament (for details see below Volume 2, chapter 5.2.3.).
Model 1b

From a legal point of view, model 1b would cause constitutional problems (only) with respect to
regulations for hospitals. Under the current Constitutional system, the Federal Parliament is authorised
only for ruling “principles” of hospital law whilst the Regional Parliaments are competent to pass more
detailed implementation regulations which are applicable, however, only to the respective Land and

therefore not applicable to entities (such as these “healthcare zones”) covering several Lander.
With respect to amalgamation of GKKs and BVA respective SVA and SVB and the incorporation of the KFAs

the same applies as explained regarding Model 1.
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Model 1c

Implementation of model 1c would require harmonisation of benefits (for details see below Volume 2
chapter 5.3), as well as harmonisation of policies regarding collections of contributions between the SVA

and SVB.

Model 2: Limited amalgamation

Description

Model 2 would create one national insurance pillar for pension and another pillar for self-employed health
insurance. In addition, GKKs and BKKs would amalgamate to form a significantly sized employed health
insurance carrier. Unlike model 1, model 2 would create a new health and accident insurance carrier for
civil servants, that is, the BVA, VAEB (of which 53% are active civil servants (including dependents)) and
KFAs. Regarding accidents, those not covered by the civil servant carrier would receive insurance from

AUVA.

Lastly, similar to model 1, own institutions run by insurance carriers would be managed by one central

agency to enhance efficiency and coordination.

Figure 51: Structural model 2

Main Association of Austrian Social Security Institutions

Pension Self-employed health Employed health Accident Administration of own institutions & Joint
insurance insurance Service Center

SVA GKK Hospitals
Therapeutic institutions
SVB BKK Outpatient clinics

KFA facilities

SVI-IT
sVC
SVD

BVA, VAEB, KFA

Model 2a: Model 2, except employed health insurance divided into nine regional branches
Model 2b: Model 2, except employed health insurance divided into four healthcare zones

Model 2c: Model 2, except self-employed health insurance covering accident and/or pension insurance
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Rationale

The BVA, VAEB and KFAs would establish a new health and accident insurance carrier given their insurees
are a relatively homogenous group. The rationale for this separation is that these carriers may, in the
short-run, be more challenging to amalgamate given they currently offer extended benefits and greater
access to physicians. Given civil servants have favourable risk profiles, the BVA, VAEB and KFAs would be
required to participate in a risk-adjustment scheme with the employed health insurance carrier. The risk-
adjustment scheme would be monitored by a central agency governing all relevant health insurance

carriers (i.e. all except self-employed).

Finally, relative to the status quo, model 2 would create larger risk pools thus improving efficiency and

equity, increase economies of scale, foster knowledge specialisation and promote joint procurement.

Challenges

Implementing model 2 is associated with challenges outlined under model 1. The added challenge of
model 2, is to ensure a robust risk-adjustment mechanism between the employed health insurance, and
the civil servants is implemented so that the employed health insurance carrier is not put at a

disadvantage.

Variations

Model 2a

Similar to model 1a, under model 2a, employed health insurance (GKKs and BKKs only) would be divided
according to the Lander. The branches may sit under one umbrella organisation or operate as
independent, autonomous carriers. Risk-adjustment between the Lands and between the civil servant

carrier would be facilitated by one central agency.
Model 2b

Unlike model 2a, model 2b would create four branches or independent employed health insurance
carriers based on the healthcare zones. Risk-adjustment would be required across the healthcare zones,

and between the civil servants and employed health insurance carrier.
Model 2¢

Model 2c would maintain the same arrangements under model 2, however, the self-employed health
insurance would also cover pension and/or accident insurance. For example, implementation could be
step-wise by first offering pension and health (given this falls within current SVA and SVB remits), and

later extended to accident insurance.
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Legal considerations

Model 2

With respect to Model 2 the same legal issues as those posed by model 1 apply. Amalgamation of schemes
for all self-employed is possible as far as the system of collecting contributions are harmonised and (at
least: or) separate groups (‘curias’) of insured persons are formed within the respective self-governance

bodies. The problem concerning incorporation of the KFAs remains.

Model 2a

From a legal point of view the same applies as explained with regards to model 1.
Model 2b

With respect to Model 2b the same problems with respect to regulations for hospitals would have to be

faced as already explained regarding model 1b.
Model 2¢

From a legal point of view the same applies as explained with regards to model 1c.

Model 3: Health and accident amalgamation

Description

Model 3 would create one national pension insurance carrier, and nine regional insurance carriers offering
both health and accident insurance. The nine regional carriers may operate under the one umbrella

organisation as branches, or as independent, autonomous carriers.

Similar to models 1 and 2, owned institutions would be managed and administered by a central agency.
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Figure 52: Structural model 3

Main Association of Austrian Social Security Institutions

Pension Health and accident insurance Administration of own institutions & Joint
Service Center

Hospitals
Therapeutic institutions
Outpatient clinics
KFA facilities

Vorarlberg Upper Austria

Tyrol Lower Austria
SVI-IT

Vienna svc

SVD

Salzburg Burgenland

Model 3a: Model 3, except employed health and accident insurance divided into four healthcare zones

Model 3b: Model 3, except health and accident insurance is split between self-employed and employed

Model 3c: Pension and accident insurance combined into one national insurance pillar, in addition to one health insurance
pillar (divided by regions, or healthcare zones)

Rationale

As is the case in models 1 and 2, model 3 enlarges the risk pool, enhances joint procurement, and fosters
knowledge specialisation. For example, by combining the employed and self-employed, funds will
automatically be risk-adjusted given high- and low-risk individuals are pooled into one carrier.
Nevertheless, given differences across states, a formal risk-adjustment mechanism across the nine health

and accident insurance carriers would be required.

Challenges

Implementing model 3 is associated with challenges outlined under model 1. In addition, there is limited
synergies, in terms of services, between health and accident given health is increasingly focused on
prevention, while accident insurance concerns patients who are already injured and therefore require
specific healthcare and rehabilitation. Further, splitting AUVA into regions or healthcare zones may be

counterintuitive and unnecessarily increase administrative costs (i.e. diseconomies of scale).

126
Volume 1: International comparisons and policy options



Variations
Model 3a

Model 3a would separate employed health and accident insurance into healthcare zones, which would

also require a robust risk-adjustment mechanism.
Model 3b

Under model 3b, health and accident insurance would be further split according to employment status,

that is, by employed and self-employed.
Model 3¢

Model 3c would instead amalgamate pension and accident insurance into one national insurance pillar.
This would avoid splitting national insurance into branches based on Lander configurations. Health
insurance would be provided by one insurance pillar, which would be split according to regions or

healthcare zones.

Legal considerations

Model 3

Amalgamation of health and accident insurance both of employed and self-employed would cause
(constitutional) problems with regards of the principle of self-governance (different risks, different

interests, and different representation of insurees) (for details see below Volume 2 chapter 5.2.2.).
Model 3a

With respect to Model 3a, the same problems with respect to regulations for hospitals would have to be

faced previously explained under model 1b.

Model 3b and 3¢

No constitutional problems have to be observed in this respect, but there are some actual concerns

against ‘splitting’ of AUVA (see below Volume 2 chapter 10.3).
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Model 4: Care coordination

Description

Model 4 maintains the current social insurance structure, including relevant legal entities, however, two
additional changes are made. First, a risk-adjustment system across all carriers offering health insurance
would be implemented. Second, the role of current competence centres would be enhanced and renamed
as Joint Specialist Centres. A number of Joint Specialist Centres would be created, each providing a defined

set of services designed to improve the efficiency of the overall social health insurance system.

A joint Working Group including representative from the HVSV, Ministry of Health and Women’s Affairs,
and the Ministry of Labour, Social Affairs and Consumer Protection, would be given responsibility for
institutionalising Joint Specialist Centres by coordinating their development and implementation, and
defining the list of ‘specialties/themes’ within each of the centres. To develop this list, a comprehensive
mapping exercise could be undertaken to identify, a) areas of need, and b) complementary

tasks/responsibilities, which could be bundled into a Joint Specialist Centre.

Once the Working Group have defined a list of specialties/themes and their associated services, individual
social health insurance carriers must negotiate among themselves which carrier will take responsibility

for each Joint Specialist Centre.

A preliminary list of specialties/themes for Joint Specialists Centre has been outlined below, and could be

used as the basis for further discussions within the HVSV:

e Collection and auditing of contributions

o General legal matters

e Joint procurement

e Business management (e.g. accounting, payments)

e Performance optimisation

e Management of contractual partners (increasing bargaining power of the social insurers, and
harmonising benefits)

e Specific healthcare treatment (e.g. dental health centres, rehabilitation facilities).

Under this model, it is necessary to define a proportion of costs (for example, as a proportion of
contributions paid) that each carrier must dedicate to their respective centre. If this amount is not
specified, it is likely that some, if not all, carriers would dedicate very little, thus minimising potential

efficiency gains. The dedicated amount of cost could also fall within the remit of the Working Group.
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Lastly, to incentivise participation in the scheme, take-up and subsequent participation within Joint
Specialist Centres should be independently evaluated within the short-term. If results from the evaluation
determine health insurance carriers were unable to derive maximum efficiency and coordination benefits
associated with model 4, models 1, 2 or 3 could be considered. Alternatively, changes to the law could be
introduced, which require carriers to actively participate (e.g. by specifying a minimum proportion of costs

to be dedicated to Joint Specialist Centres).

Figure 53: Structural model 4

Main Association of Austrian Social Security Institutions
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Rationale
The primary rationale for model 4 is the introduction of a comprehensive risk-adjustment mechanism

across carriers offering health insurance (see section 4.2.7 for the five potential risk-adjustment options
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under this model). As a result, health insurance carriers will have similar financial means and therefore be
able to offer their insured populations the same benefits. Further, fostering inter-carrier cooperation can

counteract inefficiencies and eliminate unnecessary costs caused by duplication.
Several advantages are associated with the proposed Joint Specialist Centres. Most importantly by:

e Enhancing and providing incentives to promote Joint Specialist Centres fosters an environment where
further efficiency gains can be realised

e Giving responsibility for coordinating the development and implementation of Joint Specialist Centres
to a Working Group minimises duplication within the system, thus improving overall efficiency

e Assigning social health insurance carriers with responsibility for a specific specialty/theme fosters

specialisation, which again promotes efficiency within the system.

Challenges
In regard to model 4, a key challenge will be for carriers to allocate responsibility for Joint Specialist
Centres, for example, powerful health insurance carriers may in fact define how all centres are allocated.

As a result, carriers who have been allocated less desirable Centres may refuse to actively participate.

Although not a challenge, one significant disadvantage of model 4, relative to all other models, is the

exclusion of the KFAs from the social security system.

Legal considerations

From a legal point of view, the main legal challenges arising from model 4 regards the proposed risk-
adjustment mechanism. According to the case law ruled by the Constitutional Court, a mechanism aiming
to compensate risks between different institutions and groups does not violate constitutional principles
as long as there is a ‘sufficient personal and material link’ between the respective
‘Versichertengemeinschaften’. A sufficient link in this respect can be assumed the more, the less
differences can be identified with regards to contributions and benefits (including the framework of
contractual partnership law) of the respective scheme. Without a sustainable withdrawal or even
elimination of those differences (that could be achieved be simple legislation without two-third majorities,
though) there is no sufficient link so far between the GKKs and the BVA, nor between GKKs and SVA or

between SVA and SVB.

A risk adjustment scheme covering all carriers would meet the requirements under Constitutional Law

only insofar as structural disadvantages can be proofed in an evidence-based way (and are not caused
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only by regional disparities which are already compensated within national-wide carriers themselves).
Otherwise a risk adjustment schemes could be implemented only by an amendment to Federal
Constitution (i.e. only with a two-third majority). Nevertheless, a risk adjustment (mainly) based on taxes

would be possible from a legal point of view (s below 4.2.7. and Volume 2 chapter 8.).

As long as participation in these Joint Specialist Centres is not compulsory there are no legal impediments
at all. Legally binding participation, however, could cause constitutional problems with respect to the
principle of self-governance. That would not be the case as far as legislation is only defining targets and
that particular way of cooperation as a means to achieve these targets and as long as the carriers
themselves (or their representatives in the respective bodies of the Hauptverband) decide which ones of

them should run such a Centre and which ones would merely participate.

4.2 Risk-adjustment mechanisms

Enhanced risk-adjustment is a key motive for restructuring Austria’s social security system, given its
impact on both efficiency and equity. This section explores risk-adjustment in more detail, including case
studies from a range of healthcare systems in Europe. Findings from the analysis have been used to inform
policy options aimed at improving current methods of redistributing funds across health insurance

carriers.
4.2.1 Resource allocation methods

There exist numerous financing mechanisms to fund healthcare systems across Europe, including general
taxation, local taxation, compulsory insurance and voluntary insurance. Despite this, all systems have one
thing in common, that is, to devolve responsibility of purchasing healthcare to numerous ‘health care
plans’ (73). In England, for example, over 200 Clinical Commissioning Groups (CCGs) are responsible for
purchasing care, while in social health insurance systems, responsibility lies with various sickness funds

(74).

Austria, similar to other countries, has multiple healthcare purchasers, including individual social health
insurance carriers. However, the country is unique in that responsibility for purchasing care is split
according to the type of care being provided (i.e. social health insurers purchasing primary care, and
outpatient care, including pharmaceuticals, while the Lander purchase inpatient care, social care and

associated medicines). Austria also distinguishes itself from other countries in regard to risk-adjustment
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for resource allocation. Specifically, the current risk-adjustment across carriers is minimal (see section

4.2.6), and does not incorporate all carriers within the system.

A decision must be made on how to allocate pooled funds to various devolved purchasers in a way that
meets health system objectives, namely, efficiency and equity. Allocation of funds can generally be
grouped into one of the following three categories: a) full retrospective reimbursement for healthcare
expenditure; b) activity-based reimbursement based on a pre-determined fee schedule (e.g. DRGs);
and/or c) via a prospective budget based on expected healthcare expenditure (73). Increasingly
governments have moved towards prospective budgets, given it lowers risk by fixing their funding

commitment (see Table 5 for further details) (73).

Table 5: Risk associated with different resource allocation methods

Full retrospective Activity based Prospective budget
reimbursement reimbursement

Pooling agency High risk Medium risk* Low risk

Purchaser Low risk Medium risk* High risk

Funding commitment Uncertain Uncertain Fixed

Note: *Risk for agency in terms of volume, and risk for purchaser in terms of case severity.

4.2.2 Methods to redistribute funds

Pooling agencies who pay purchasers prospectively must decide on a method by which to allocate funds.
As outlined by Rice and Smith (2002), there are four methods of reimbursement, all of which are outlined

in Table 6, along with potential implications.

Table 6: Methods to set prospective budgets and aligning implications

Reimbursement method Implications
Size of bids from purchasers Purchasers have an incentive to inflate bids to receive greater
funds.
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Reimbursement method Implications

Political negotiation Vulnerable to political favouritism, with evidence showing this

method is unsustainable in the long-term.

Historical precedent This method is often viewed as arbitrary, further it does not

encourage efficiency or take into account unmet need.

Independent method to measure Increasingly scientific methods are being used to measure the level

need of need. Namely in the form of capitated budgets.

Source: (73)

Scientific methods to measure the level of healthcare need are common across developed healthcare
systems, primarily in the form of capitated budgets. Capitated budgets pay purchasers a prospective flat
rate fee, to cover specific services for a fixed population, over a defined period (i.e. place a cost on the
head of each individual covered, subject to an overall budget constraint) (73). Given healthcare needs
differ significantly across groups, the amount of funds allocated to each purchaser must also differ, that

is, pooling agencies must redistribute funds based on relative need (i.e. risk-adjustment) (73).

4.2.3 Risk-adjustment factors

As stated by Juhnke et al. (2016), the ‘basic principle’ of risk adjustment is to classify key healthcare risks,
and compare the level of risk across different groups in order to forecast future expenditure (75). Despite
the existence of various risk-adjustment models across countries, the aforementioned authors were able
to identify a set of common indicators, which include, for example, age, gender, diagnosis, disease

severity, disability status and employment status.

It is important to note, that although methods to risk-adjust payments have advanced, their predictive
ability is still low. As will be discussed in further detail within this section (international case studies),
approximately 20% of the variation in risk-adjustment factors can explain variations in individual
healthcare expenditure (76). As a result, risk-adjustment mechanisms lead to systematic under and over

payments to certain groups in society (76).
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4.2.4 Impact of risk-adjustment on health system objectives
Equity and efficiency

Pooling, and the subsequent risk-adjusted distribution of funds, plays a key role in achieving health system
objectives, namely, equity and efficiency (see figure below). Specifically, risk-adjustment can improve
equity considerations by spreading the risk associated with healthcare expenditure across a diverse range
of people. This allows equal access to healthcare, regardless of the individual’s risk profile (76). Risk-
adjustment promotes efficiency by redistributing funds held by insurance carriers with favourable risk
profiles, to funds with unfavourable risk profiles. Transfers of funds between carriers fosters a ‘level
playing field’, which can improve overall population health (76). For example, additional funding to
carriers with unfavourable risk profiles will reduce the probability of insurees delaying or forgoing

treatment, which lead to worse health outcomes and high long-term expenditure (76).

Figure 54: Impact of risk-adjustment on efficiency and equity

Equity
Offering equal access to healthcare for members of the risk pool in equal Redistribute funds away from wealthy who would otherwise not have an
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Source: Largely adapted from (76)
Note: Dark grey arrows indicate initial endowment, while light grey arrows represent endowment after
risk-adjustment.
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Impact of risk pooling type on equity and efficiency?!

The ability of risk-adjustment to achieve equity and efficiency objectives, however, depends on the type
of risk pooling mechanism employed. As outlined by Smith and Witter (2004), risk pooling can be broken
down into the following four categories: no risk pooling, unitary risk pooling, fragmented risk pooling and

integrated risk pooling
No risk pooling

No risk pooling, in which patients are responsible for all healthcare costs, is associated with the highest
level of individual uncertainty. In such circumstances, vulnerable groups receive no subsidy and are
excluded from treatment if they cannot afford care. Patients can choose to purchase private health
insurance to reduce uncertainty, however, in the absence of community-rated premiums, the elderly
and/or sick are likely to be discriminated against and pushed out of the market. Further inefficiencies from
this model arise from high transaction costs, for example, from collecting and calculating user charges

(76).
Unitary risk pooling

Under unitary risk pooling systems, all funds, whether they be collected through general taxation, social
insurance or user charges (for example), are pooled into one central fund. The central fund is then
responsible for purchasing healthcare to meet the demands of the population. Such a system overcomes

many of the equity and efficiency concerns that arise from systems with no risk pooling (76).

Notwithstanding comments outlined above, unitary risk pooling is not without its faults. Specifically, there
is an incentive for supplier-induced demand (SID), which may lead to differences in benefits packages,
thus having a negative impact on equity principles. Further inefficiencies arise from moral hazard whereby
patients consume more than is necessary, given the economic barrier of price is removed. Lastly, unitary
risk pools remove individual choice which reduces competition, and prevents individuals from accessing

benefits they are willing to pay for (76).
Fragmented risk pooling

Unitary risk pools, when too large, are associated with managerial control and coordination problems.

Therefore, as outlined above, responsibility for purchasing healthcare is usually devolved to numerous

21 This section was largely taken from Smith & Witter (2004). Risk Pooling in Health Care Financing: The implications
for health system performance. HNP Discussion Paper. September 2004.
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organisations. As a result, fragmented risk pools are created. Risk pools may be designated according to
geographical location, employment status, personal characteristics (e.g. health or age), or may be
voluntary, as is the case in competitive insurance markets. Variations will therefore exist across risk pools,
however, is inversely related to the size of the risk pool. That is, a system with a large number of small risk

pools is associated with high variations in spending compared to a small number of large risk pools (76).

Variation in expenditure across risk pools can negatively impact both efficiency and equity if not corrected
for. For example, in competitive insurance markets, differences in risk will result in higher premiums for

groups with a higher proportion of sick/elderly (76).
Integrated risk pooling

As outlined above, pure fragmentation can lead to significant differences across groups, which negatively
impact efficiency and equity. In response, many systems now enforce financial transfers between risk

pools to reduce or eliminate high levels of variation (76).

Two operational models for integrated risk pooling exist. First, a central agency can collect and
redistribute pooled funds to risk pools based on expected healthcare expenditure. Or second, risk pools
continue to collect revenues, who are then responsible for redistributing funds from low to high risk pools

(76).

In regard to equity considerations, this type of pooling may allow risk pools with high levels of employment
and a low number of non-earning dependents to charge relatively lower premiums. If rejected on equity
grounds, another transfer will be required to take into account differences in the revenue base of risk

pools (76).

Table 7: Types of risk pooling

Type Magnitude of Impact on efficiency Impact on equity
uncertainty
No risk pooling Very high Cream skimming Discriminates

. vulnerable groups
Transaction costs 8 P

Fragmented risk High Competitive market Competitive  systems

pooling breaks down without can lead to variationsin
corrective action premiums

136

Volume 1: International comparisons and policy options



Type Magnitude of Impact on efficiency Impact on equity
uncertainty

Integrated risk pooling  Medium Second set of transfers Differences in
needed to account for premiums across risk
differences in revenue pools

base
Unitary risk pooling Low Supplier induced Distributes funds form
demand healthy/wealthy to the

poor/sick

Moral hazard
Differences in benefits

packages
Reduced competition

Denying benefits that
patients are WTP for

Difficult to control and
coordinate

Source: (76)

A move from no risk pooling to unitary risk pooling is associated with gains in equity. However, gains in
equity must be traded against efficiency losses (see figure below). For example, unitary risk pooling can
redistribute funds from the sick/poor to the healthy/wealthy, however, such systems are associated with
supplier-induced demand, moral hazard and problems with managerial efficiency. Ultimately, however,

the optimal size of the population is dependent on country-specific circumstances and preferences (76).
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Figure 55: Trade-off between equity and efficiency in risk pooled systems
S*

Health system

performance i \

Total system performance

Risk pooling

Managerial efficiency

Population size

Source: Taken directly from (76)

4.2.5 International case studies: Risk-adjustment

Risk-adjusted capitated budgets come in many forms across healthcare systems, however, they can largely

be separated into two categories: territorial and non-territorial. In general, the former relates to instances

where national funds are distributed to geographically defined purchasers of care, while the latter,

concerns redistribution of pooled funds to various insurance agencies (either in competitive or non-

competitive markets) (see Table 8).

Table 8: Types of risk-adjusted capitated budgets

Type

How? Why? Example*

Territorial

Redistribution of Ensure resources are UK
natlonaIIY pooled fun.ds distributed in a way Sweden
to regional bodies
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Type How? Why? Example*

based on assessment of that secures equitable Spain

need access to care .
Finland

Non-territorial Redistributes funds Protect against risk Germany
(competitive model) from plans with lower- segmentation and Bl

risk enrollees to plans selection

with higher-risk Netherlands

enrollees Switzerland
Non-territorial As above Ensure resources are Austria

distributed in a way
that secure equitable
access to care

(non-competitive
model)

Note: *Italicized countries are described in further detail in the following section.

Territorial risk-adjustment
England

Resource allocation methods have existed in England since the 1970s in order to address disparities in
funding and healthcare needs across regions (77). Starting from 2002, as a way to reduce avoidable health
inequalities, a deprivation adjustment was included in a risk-adjusted formula which determined the level
of funding each Primary Care Trust (up until 2013, responsible for purchasing a range of healthcare
services) received (i.e. poorer areas received larger budgets). Primary Care Trusts were later replaced by

Clinical Commissioning Groups, who received risk-adjusted capitated payments (77).

The structure of England’s healthcare services changed significantly under the Health and Social Care Act.
The Act, which was introduced in 2012, aimed to separate the government from the day-to-day running
of the NHS (78). Specifically, under new arrangements, the Department of Health transfers a lump sum of
money (approximately £95 billion a year) to NHS England, an arm’s length body that is held to account

through annual mandates with the Secretary of State (78).

NHS England devolves responsibility for purchasing secondary and community care healthcare services to
over 200 Clinical Commissioning Groups (CCGs) across the country (see Figure 56 for further details). Given
CCGs work at the community-level and are led by healthcare professionals (namely GPs), they are seen to

be in a strong position to purchase healthcare that meets the needs of their designated population (79).
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Figure 56: Clinical Commissioning Groups (England)

Purpose and coverage

CCGs are responsible for purchasing healthcare services such as mental health, urgent and emergency
care, elective hospital services and community care. Each CCG covers between 100,000 to 900,000

people, with an average of 250,000. Coverage is based on GP practice lists.
Leadership

CCGs are led by an elected body of GPs, and other clinicians such as nurses and lay members of the

community.
Funding

Receive risk-adjusted capitated budgets from NHS England. Funding for CCGs comprises two-thirds of
the NHS budget. Budgets are set for five years, the first three of which are firm, and two which are

indicative.
Number

There exist 207 CCGs as of 2017.

Source: (2)
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Figure 57: Paying and purchasing healthcare in England

Population
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HMG Treasury
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Source: Author’s own creation

The latest funding allocation to CCGs was determined by the NHS England Board in December 2015 (2016-
2021). Allocations made to each CCG are based on advice from an independent, expert technical
committee (i.e. Advisory Committee on Resource Allocation, ACRA), which comprises GPs, academics,

NHS managers and public health experts (80).

Once a national budget for healthcare has been determined, the following four steps are taken to

calculate the amount of funds received by each CCG:

1. Determine the target allocation for a CCG based on need and unavoidable cost (explained further
under ‘factors’)

2. Establish a baseline, which amounts to the previous year’s allocation in addition to any adjustment
payments

3. Calculate the difference between target and baseline figure

4. Determine how far each CCG has moved from their target allocation (point 1 above) each year (i.e.

pace of change policy).
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Target allocations (point 1 above) for each CCG are determined through a weighted capitation formula

which is based several factors, as outlined in Table 9.

Table 9: Weighted capitation factors for England’s CCGs

Risk-adjustment factor

Description

Size

Age and gender

Factors ‘over and above’ those relating to age and

gender

Unmet need and health inequalities

Location

Takes into account the number of individuals
within the GP practice list (projections are made

for future numbers).

Takes into account age and gender to reflect that
young and old have different health needs, as do

men and women.

Additional adjustment to take into account

relative need that goes beyond age and gender.

Assesses need on current NHS services, however,
this omits unmet need. Therefore, there is an
additional payment based on population health
(standardised mortality rate for those aged 75

years and under).

Market Forces Factor to take into account that the
provision of healthcare services is more expensive
in certain areas (e.g. London). Also an additional
payment for providing emergency ambulance
and

services in sparsely populated areas,

operating A&E departments in remote hospitals.

Source: (80)

142

Volume 1: International comparisons and policy options



Non-territorial risk-adjustment

Non-territorial risk-adjustment schemes are common within European social insurance systems, including
Belgium, Netherlands, Switzerland and Austria. An overview of each of these models, including proportion
of insurance funds that are risk-adjusted, responsible agency, and the type of risk-pooling is provided in

Table 10. Further details on each of these models is provided thereafter.

143
Volume 1: International comparisons and policy options



Table 10: Overview of non-territorial risk-adjustment mechanisms in European social health insurance systems

Country Factors Proportion of Responsible agency Premium rate Type of risk pooling
insurance funds risk- restrictions
adjusted
Belgium Gender, age, 30% National Institute for Yes Integrated
unemployment, Health and Disability
mortality, invalidity, Insurance
urbanisation, income,
and dependent
persons
Germany Morbidity, age and 100% of contributions  Federal Insurance Yes Integrated
gender Authority
Netherlands Age, gender, income, 50% of payments made National Healthcare Yes Integrated
region, drug to health insurers Institute
consumption,
socioeconomic status,
mental care, and
previous medical costs
Switzerland Age, gender, prior 100% outpatient, 50% Common Institution Yes Integrated
hospitalisations  and inpatient
pharmaceutical
expenditure
Austria Age, gender, and high- 1.64% of income from Main Association of Yes Mixed of fragmented

cost medical expenses

contribution (GKKs
only)*

Austrian Social
Security Institutions

and integrated (GKKs)

Source: See descriptions below. Note: *Main source of risk-adjustment within the system, other compensatory mechanisms also exist.
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Belgium

Risk-adjustment was introduced into the Belgium healthcare system in 1995, prior to this, all sickness
funds were fully reimbursed for their costs (81). Since 1995, sickness funds have been financially
responsible for 25% of any discrepancy between actual spending and budget allocations, of which 30% is

determined according to a risk-adjusted allocation (82).%

Similar to the Netherlands, Belgium has an external subsidy risk-adjustment system. Under this system,
the insured population pay a small flat-rate premium directly to their desired insurer, as well as an income-
dependent contribution. Unlike the flat-rate premium, income-dependent contributions are pooled by
the National Institute for Health and Disability Insurance (INAMI-RIZIV) (hereafter, Central Fund), which is
a government agency responsible for organising and managing healthcare insurance (83). Monies within
the Central Fund are redistributed to sickness funds, and can be separated into two groups. The first type
of payment is a normative, risk-adjusted payment, while the second payment is a retrospective payment
based on actual expenditure (84). The weight allocated to the risk-adjusted payment was originally set

at 10%, with plans to increase its value to 40%.

Factors included within Belgium’s risk-adjustment model for both the employed and self-employed are

outlined in the table below.

Table 11: Risk-adjustment factors in Belgium

Employed Self-employed

Active population: Active population:

e Gender, age, unemployment, workinginthe e Number of dependent persons, income,

public sector, mortality, invalidity,
urbanisation (density), and urbanisation

(quality of housing)

mortality, urbanisation (density),

urbanisation (quality of housing)

Invalids:

Invalids: .
e Age,income

e Number of dependent persons, mortality Retired:

Pensioners:

22 Information sourced directly from National Institute of Health and Disability Insurance in Belgium.
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Employed Self-employed

e Number of dependent persons, mortality, e Age, number of dependent persons,
urbanisation (quality of housing) urbanisation (density)

Widowers and orphans: Widowers and orphans:

e Age, mortality e Age, mortality

Source: (84)

Schokkaert et al. estimated the predictive ability of Belgium'’s risk-adjustment model to determine actual
expenditure by sickness funds (85). Estimation results using the risk-adjustment model since 2008 found
that 40% of the variation in expenditure can be attributed to variations in the risk-adjustment factors used

in the model.

Germany

Risk-adjustment was introduced into the German social health insurance system in 1994, which adjusted
payments to sickness funds based on age, gender, and invalidity pension status (in total, there were 670
mutually exclusive ‘risk’ cells) (86,87). Three main reasons were cited for the introduction of a risk-
adjustment scheme, which are: a) to ensure fair competition among sickness funds by equalising risk
structures; b) to equalise price differences across sickness funds; and c) to avoid risk-selection and adverse

selection (88).

The original 1994 risk-adjustment scheme did not succeed as it was not able to compensate all sickness
funds, given the high proportion of healthy, affluent people switching funds (87). The latest risk-
adjustment scheme was introduced in 2009 under the Act to Strengthen Competition in Social Health
Insurance (GKV-Wettbewerbstarkungsgesetz) (2007) (87,89). Specifically, the Act introduced the
Gesundheitsfonds, hereafter, the Central Health Fund (CHF), which redistributes insurance contributions
based on the sickness fund’s risk profile. The CHF is administered by Germany’s Federal Insurance

Authority (Bundesversicherungsamt) (87,89).

A major element of the Act to Strengthen Competition in Social Health Insurance was the change in how
contribution rates are set. Specifically, the Act set, in law, a standard contribution rate (Social Code Book

for Statutory Health Insurance), which is currently 14.6% of an individual’s gross income (split evenly
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between employers and employees) (90). Previously, sickness funds were able to set their own

contribution rate (91).

Sickness funds are responsible for collecting contributions, however, these payments are immediately
transferred to the CHF (i.e. same-day transaction) (89). The CHF redistributes employer/employee
contributions to the sickness funds according to a morbidity-based risk adjustment scheme
(morbiditatsorientierter Risikostrukturausgleich (Morbi-RSA)) (see section below for further detail). If the
funds provided by the CHF are not sufficient to cover the sickness fund’s expenses, funds must charge an
additional flat-rate, community rated premium (i.e. a premium that is the same for all those insured,
regardless of risk profile). Conversely, sickness funds can use excess handouts from the CHF to refund the
insured, however, they are not legally obliged to do so (87,92). These supplementary premiums are

collected directly by the sickness funds, and are thus associated with high administrative costs/effort (92).

In addition to contributions, the CHF receive payments from federal and state government taxes,
specifically, 1.8% of taxes, and a liquidity reserve (89). However, these two payments are minor compared

to contributions (92).2% An overview of the German health insurance system is provided in Figure 58.

Figure 58: Overview of funding within the Germany Health Insurance System

Uniform sickness
fund contribution Liquidity reserves
(14.6% of gross income)

Federal government taxes
(1.8%)

L 2 L 2 L2

>

CENTRAL HEALTH FUND
(Gesundheitsfonds)

Morbidity-adjusted
payment

Community-rated premium
If CHF funds are insufficient

Sickness funds

Source: Adapted from (87)

23 Tax subsidies and the liquidity reserves comprised approximately 12.7% of payments into the CHF as of 2011.
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The payment sickness funds receive from the CHF can be broken down into four groups, which are

outlined in Table 12.

Table 12: Breakdown of CHF payments to sickness funds (Germany)

Coverage Risk-adjustment Proportion of CHF payment
Standard benefits package Yes 92%
Administration costs Half of the payment is risk- 5.2%

adjusted (the other half is made

per capita)

Voluntary benefit package No Not specified

(flat-rate payment per capita)

Incentive payment to participate No Not specified
n disease management (flat rate payment — approx.

*
programmes (DMPs) 150€)

Source: (87)

Note: There exist DMPs for diseases such as diabetes, coronary heart disease, obstructive pulmonary
diseases, breast cancer. DMPs are expected to improve the quality of healthcare received by the
individual.

The CHF redistributes contributions based socio-demographic (i.e. age, gender, and invalidity of pensions)
and morbidity-based criteria (Morbi-RSA) (91). To assist in developing an appropriate risk-adjustment,
the government appointed a Scientific Advisory Board to assist in determining which 80 ‘severe’ or ‘costly
and chronic’ diseases should be included in risk-adjustment calculations (87,89,91,92). A disease was
considered eligible if the diagnosis exceeded the average per capita expenditure of all insured by at least

50% (the top 80 most expensive diseases were included in the risk-adjustment calculation) (87).

Buchner et al. (2013) undertook a study which calculated the ability of Germany’s risk-adjustment
mechanism to predict expenditure by sickness funds. At the individual level, the authors conclude that
the risk-adjustment scheme, introduced in 2009, had a predictive accuracy of approximately 20%. That
is, 20% of the variation in factors used to risk-adjust payments (e.g. age, gender and morbidity) can explain
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variations in individual level expenditure (93).2* Specific figures on the performance of Germany’s risk-
adjustment model have been provided in the table below. The figures have been taken directly from

Buchner et al. (2013).

Table 13: Performance of Germany'’s risk-adjustment model

R?(%) CPM (%) MAPE (€)
Model, including sick 19.6 21.5 1,953
pay
Model, excluding sick 20.2 22.5 1,817
pay

Source: (87)

At the group level, the predictive power of the risk-adjustment mechanism is calculated using the ratio of
the sum of CHF payments and the sum of expenditures for a group of insured people. An analysis of this
ratio by the author’s revealed that the scheme leads to systematic underpayments to those in higher age

groups, with multiple chronic conditions, and/or living in urban areas (87).

Given the risk-adjustment mechanism is not able to fully adjusted for differences in expenditure, a number
of sickness funds have charged a supplementary premium, merged with other sickness funds or closed

(92).

Netherlands

In 2006, the Dutch Government implemented the Health Insurance Act (Zorgverzekeringswet) which
introduced regulated, privately managed health insurers in place of sickness insurance funds. Under new
healthcare arrangements, a proportion of funds received by health insurers is risk-adjusted, to remove

incentives for risk-selection (94,95).

24 The new model had a CPM (Cumming’s Prediction Measure) of approx. 22% (closer to 100% indicates a better fit).
The CPM is the proportion of the sum of absolute deviations from the mean in individual costs that is explained by
the risk model.
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Health insurers in the Netherlands receive their funds from three forms of payments. The first payment is
a flat rate premium for those aged 18 years and over (6.65% and paid by employers in a central fund), the
second is a contribution from the State to compensate for those aged under 18 years, and the third, is a

community-rated premium paid directly by the individual (94,95).

Contributions from employers, the self-employed ad state contributions for aged under 18 are pooled
directly into the Health Insurance Fund (Zorgverzekeringsfonds).”> The Health Insurance Fund is
administered by the National Healthcare Institute (Zorginstituut Nederland - ZiNL), which is responsible
for the quality, accessibility and affordability of healthcare in the Netherlands (96) (see Figure 59 for an

overview of the SHI payment system in the Netherlands).

Figure 59: Overview of payment system to private health insurers (Netherlands)?

aged under 18 Health Insurance Fund
(Zorgverzekeringsfonds)

( State contributions for those

Income-linked contribution Approx. 50% funds
(set by Government)
Insured individuals 18 W ( Private health insurers
years and over J Community-rated L
premium

(set by insurers)
(approx. 50% of funds)

I

Administered by the National Healthcare Institute
(Zorginstituut Nederland, ZiNL)

Source: Adapted from (94)

Contributions, which are determined by the government, are set at a level so that approximately 50% of
all funds received by health insurers are risk-adjusted, with the community-rated premium accounting for

the remaining 50% (94,95).

25 For the employed, employers are responsible for pooling funds into the Health Insurance Fund, for the self-
employed it is the responsibility of the Tax and Customs Authority (Source: feedback from P. Jeurissen, 2017).
%6 The two-way arrow between the Health Insurance Fund and private insurers states that enrolees with very
favourable health profiles will have lower expected costs than 50% of the nominal premium. Insurers who only enrol
such people will have to refund part of their nominal premium to the Health Insurance Fund as a way to avoid cream
skimming. However, this does not happen in practice (Source: feedback from P. Jeurissen, 2017).
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As of 2017, all risk-adjustment payments are ex-ante, and are set prior to the calendar year. This provides
insurers with an incentive to fund services within its financial means (i.e. community-rated premiums and
risk-adjusted payments). The ex-ante contribution from the Health Insurance Fund is based on health
expenditure of the insured based on their risk profile, less the estimated income from a calculation
premium (not the same as the community-rated premium, as this would incentivise insures to lower
premiums) and the mandatory deductible (set at €385 per annum). The factors used to estimate

expenditure costs are outlined in the section below (94,95).

Up until 1 January 2017, a second retrospective payment to health insurers was made to account for
non-observable changes in the risk profile of insured population (95). The payment was introduced as a
way to reduce risk-selection in the case of a suboptimal risk adjustment system, however, it was gradually

phased out to further encourage efficiency among insurers (94).

Risk-adjustment factors used within the Dutch system can be grouped into eight groups, all of which are

outlined in Table 14.

Table 14: Risk-adjustment factors in the Netherlands

Risk-adjustment factor Description

Age and gender Those of older age have higher healthcare
expenditures, as do women of birth-rearing age

(20-40).

Income Nature of income such as whether the individual
receives social security payments, is salaried or is

self-employed.

Region Higher compensation is provided to those living in
regions with a high proportion of non-western
immigrants, above-average risk of mortality and

low income.
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Risk-adjustment factor Description

Consumption of pharmaceuticals Patients who use drugs for chronic diseases in an
outpatient setting are considered to be at higher

risk of excessive healthcare expenditure.

Chronic conditions Chronic conditions, treated at the inpatient level,
are divided into 13 categories. Individuals with
one or more of these conditions receive greater
compensation. Includes expensive DRGs, and

excludes pharmaceuticals.

Socioeconomic status Socio-economic status of individuals.

Mental care Those living in a one-person household are
considered at great risk of mental health issues,

and require greater compensation.

Other Use of medical aids, and high medical costs in

previous years.

Drawing upon a range of previous research, van de Ven et al. (2015) estimated the incentive for risk
selection within the Dutch health insurance market. This was measured through the extent to which the
current risk-adjustment mechanism over- or under-compensated insurers for specific groups ‘for which
no explicit risk-adjusters’ existed (93). Results from their analysis show that insurers are systematically
over (under) paid for groups with favourable (unfavourable) risk profiles. As an example, for 18.9% of the
study population who reported the worst score for health,?” the insurer was undercompensated on
average by €670 per person, each year. Conversely, for 68.5% of the study population who recorded no
chronic condition, the insurer was overcompensated €152 per person, per year (93). A selection of exact

results taken directly from van de Ven et al. (2015) are provided in the table below.

27 Based on the SF-12 Health Survey (97)
152
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Table 15: Average under or overcompensation per person and year within the Dutch health insurance

market

Selected groups (poor
or good health)

Under (over)
compensation

Predictive ratio*

Reduction in under
(over) compensation

due to risk-
(per person and year)
equalisation
Worst score for physical -€670 0.85 -75%
health (poor)
At least one chronic -€331 0.90 -80%
condition (poor)
No chronic condition +€152 1.16 -66%
(good)
Highest education level +€142 1.10 -61%

(good)

Source: (93)

Note: *Predictive ratio is calculated by dividing average predicted expenses over average actual
expenditures. Thus, a predictive ratio less (greater) than 1 indicates under (over) compensation.

Switzerland

In general, Mandatory Health Insurance (MHI) premiums differentiate between cantons and are
community-rated. Nevertheless, the old and sick have higher premiums when compared to the young and

healthy. Hence, risk adjustment is needed in Switzerland to avoid the risk selection of the individuals by

MHI companies.

Switzerland introduced risk-adjustment into its social health insurance system in 1993, with minor
alterations made to the model in 2011 (98). Until the end of 2011, the risk-adjustment formula only
considered age and gender. There were 15 different age groups and two gender categories resulted in 30
age and gender categories. The financial flows from the Common Institution to MHI companies do ensure

that per insured person, within one of those categories, the available resources are the same across MHI
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companies within the same canton. Unlike in the Netherlands and Germany, the risk-adjustment model

in Switzerland is ‘internal’ in that it is not subsidised by additional government funds (98).

MHI companies in Switzerland collect the majority of their funds through community-rated premiums (i.e.
premiums are the same within each MHI company, within a particular canton? or sub-region) (99). MHI
companies that have favourable risk profiles (e.g. younger and/or wealthier) are required to transfer funds
into a pool of funds, which is administered by the Common Institution (a foundation that that is

predominantly financed by MHI companies, and to a lesser extent, the federal government) (99).

Funds within the Common Institute are then distributed to MHI companies based on a range of risk-
adjustment factors (see section below). As can be seen in the graph below, the formula was revised in
2012 and took prior hospitalisation (depending on how many nights were spent consequently after each
other either in a hospital or nursing home on the past year) into account. Through the amendment in the
risk-adjustment formula, the gross redistribution amount increased significantly. Nevertheless, the net
redistribution across MHI companies has not increased, as redistribution takes place mostly within the
individual companies. Redistribution within companies is common as each insurance company has both
high and low risks during the same period of time. Hence, internal risk-adjustment is required. Based on
the calculation of premiums, the improved risk-adjustment formula will consequently lead to lower
premiums in the insurance plans of high risk groups. The future of the risk-adjustment scheme will lead

to changes in the formula and taking other factors into account (see section on ‘Factors’ below).

The factors used within Switzerland’s risk-adjustment model have changed since its inception in 1993.
Today, factors include age (since 1993), gender (since 1993), prior hospitalisations (i.e. more than three
nights in a row in an acute hospital or nursing home within the year) (since 2012), and pharmaceutical
expenditures exceeding 5,000 Swiss Francs (as of 2017) (99). Further risk-adjustment factors can be

included by the Federal Council, the senior executive body of the federal government (99).

The figure below outlines trends in the gross redistribution of funds within Switzerland’s risk adjustment
mechanism, including the source of the redistribution. It is evident from the data that the majority of

redistributed funds stem from differences in gender.

2 There are 26 cantons in Switzerland, each with their own constitution, legislature, government and courts.
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Figure 60: Swiss risk-adjustment trends and redistributions (2007-2012)
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4.2.6 Risk-adjustment mechanisms in Austria

In 1961, Austria introduced a Risk Equalisation Fund (REF), which has a primary purpose of compensating
for structural differences among regional health insurance carriers (that is, differences in contribution
income, insured persons, and region). Participation of social insurance carriers in the REF has changed
over time with insurance carriers joining and leaving between its inception until now, where only GKKs

participate (see Table 16).

Table 16: Participation of insurance carriers in the Risk Equalisation Fund

Period Insurance carriers participating in REF
Before 2000 GKK, VA Bergbau and SVA

2001-2002 GKK, VA Bergbau, SVA and SVB

2003-2004 GKK, VA Bergbau, SVA, SVB, VAEB and BVA
2005 to current GKK
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Sources of funding

The majority of funds for the REF stem from contributions collected by GKKs. Remaining funds are sourced
through various streams. An overview of each funding stream and their contribution to the REF (as of
2016) is provided in Table 17.

Table 17: Assets and Source of Funding for the Equalization Fund 2015, based on Handbuch der OSV,
2016

Assets of the REF, including the Source of Funding, in 2015 (in € mio)

(1) Contributions of the GKK €167.9
(2) Flat rate payment §1a GSBG €91.9

(3) Contributions according to §3 DAG (employer €27.9
tax)

(4) Income according to §447f Abs. 9 ASVG €0
(5) Other incomes

(a) Transfers according to §447a Abs. 10 ASVG €12.4
(tobacco tax)

(b) Interest earnings €0
Total €300.1
Mechanism

The allocation of REF funds is based on three criteria:

1. The equalisation of structural differences
2. The balancing of the liquidity

3. The covering in case of a special need for compensation.

Each of the above three criteria are assigned a weighting to reflect their relative importance. As of 2015,
structural differences were weighted at 57%, and liquidity and special needs compensation at 33% and
10%, respectively. A visual description of the allocation of funds based on the above criteria is provided in

Figure 61.
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Figure 61: Pooling and Allocation of the Financial Resources of the Risk Equalisation Fund, Contrast EY
illustration, based on data from HVSV.
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Factors

In 2006, a scientific structural model was introduced to predict healthcare expenditure across GKK
insurance carriers. The structural parameters chosen for inclusion are age, gender and cost-intensity of
the insured persons. Data for these parameters are sourced from the Main Association of Austrian Social

Security Institutions, who are responsible for calculating the structural equalisation model.
Further details on the REF can be found in Volume 2 of this report (Situational Analysis report).

Additional risk-adjustment mechanisms

The Risk Equalisation Fund plays the most significant role in redistributing funds across health insurance
carriers. However, a range of other compensatory mechanisms also exist and have been outlined in Table

18 below.

Comparison with other European risk-adjustment models

Unlike other European social health insurance systems reviewed within this section, Austria does not have
a competitive social insurance market. This, however, does not mean risk-equalisation is not necessary.

Specifically, risk-adjustment is required given:

e Regional differences: income from contributions differs between the Lander due to differences in
each region’s labour market, as a result, income from contributions differs across regional carriers

(i.e. GKKS)
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o Demographic differences: dissimilar ratios between working persons versus pensioners, or
differences in the age of insurance-entitled persons
e Structural differences: structural changes regarding the professions of the insured (for example the

number of employed persons is growing, whereas the number of farmers is diminishing).

It is evident from a review of international systems that all countries take a different approach to risk-
adjustment. Despite this, there are two areas where Austria differs significantly from all other countries.
First, the Risk Equalisation Fund, which is the primary risk-adjustment scheme in the system, is made up
of just 1.64% of GKK contributions, in other countries such as Germany and Switzerland (for outpatient
care), all monies received by insurers are risk-adjusted, while in the Netherlands this figure is 50%. Second,
Austria is unique in that not all insurers participate in risk-adjustment, with only the GKKs participating in

the Risk Equalisation Fund. For further information, please see Volume 4 — Situational Analysis.
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Table 18: Financial compensation in the Austrian social insurance system

Cause Participants Instrument Budget 2016 (€ millions)
Funds
System of structural equalisation All regional health funds, i.e. GKKs Equalisation fund of GKKs (§ 447a 311
ASVG)
Transfer to All social security carriers Equalisation funds for hospital a) 5.138
a) Léander health care funds (Exception: Insurance Institution for ey b) 83,6
b) Federal health care agency  Austrian Notaries) (§ 447f ASVG)
Transfer to Lander health care funds All health insurance carriers Health promotion funds according to 13
(Health promotion funds) § 19 G-ZG
(§ 447g ASVG)
Health promotion and physical All health insurance carriers Funds for early detection (physical 4
health examination health) examinations and health
promotion
(§ 447h ASVG)
Orthodontic adjustments for All health insurance carriers Funds for dental health 80

children and teenagers (§ 4471 ASVG)

Accounting
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Cause Participants Instrument Budget 2016 (€ millions)

Financing of pension insurance All pensions insurance carriers Accounting entity pension insurance 2.303
(Exception: Insurance Institution for
Austrian Notaries)

Financial support of goal-oriented All GKKs Accounting entity funds for the 10
regulation insurance structure

Other compensatory measures: Claims for compensation and equalisation of burden

Claims for compensation of health  All GKKs, BKKs and AUVA (Exception: Special flat rate 174
insurance towards accident BKK for public transport employees) (§ 3192 ASVG)

insurance Compensation by federation

Claims for compensation for support SVA and AUVA Reimbursement of expenses to SVA
payments in case of long-lasting (§ 319b ASVG)

sickness (§ 104a GSVG)

Non-uniform burden of transfer to  All health insurance carriers Equalisation of burden for hospital
Lander health care funds care expenses

(§ 447 ASVG) (§ 322a ASVG)

Compensation by federation

Maximum prescription fee 2% of net Health insurance carriers according  Equalisation of burden REGO
income to ASVG, GSVG, BSVG (§ 322b ASVG)

Compensation by federation

Source: Finanzierung — Wahimodul — Allgemeine Fachausbildung, 2016
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4.2.7 Policy options: Risk-adjustment

Risk-adjustment mechanisms

At a high-level, risk-adjustment involves an allocation of pooled funds to purchasers based on need. This

does not mean that carriers with favourable risk-profiles wholly ‘lose out’, given they too will receive

funds, rather their allocation per insuree will be relatively lower than sicker/older insurees.

Required risk-adjustment within Austria’s social insurance system depends on the structure of insurance

carriers. A summary of risk-adjustment requirements under the proposed structural models has been

included in Table 19.

Table 19: Proposed structural models and aligning risk-adjustment requirement

Proposed structural model

Risk-adjustment requirement

Model 1*
National insurance carriers for accident, pension
and health (split into employed and self-employed)
Model 2*

As model 1, except removal of civil servants from

employed health and accident insurance

Model 3*

National pension insurance and one national

health and accident insurance pillar

Model 4

Existing structure with greater risk-adjustment
across carriers, in addition to enhance Joint

Specialist Centres

Natural risk-adjustment caused by significantly

large risk pools.

Natural risk-adjustment for pension, accident and

self-employed health insurance; formal risk-
adjustment required between civil servants and

employed health insurance required.

Natural risk-adjustment caused by significantly

large risk pools.

Greater levels of risk-adjustment with the exact
risk-adjustment mechanism and size to be

specified.

Note: *For variations of these models involving regional or healthcare zone branches, risk-adjustment

across regions/zones would be required.
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Given the current structure is maintained, that is, model 4 is implemented, comprehensive risk-
adjustment mechanism is required. This section describes five policy options which could be adapted to
the structural model developed under model 4 to improve both efficiency and equity. The options are not

necessarily mutually exclusive, and in certain cases, could be implemented in unison.

Figure 62: Proposed risk-adjustment policy options

SscalesleslEs

Simultaneous Redistribution
A_II funds reduction in Amalgarlnati.on of Regional Risk-adjusted
Description r’e.cel\.'ed by S_SI contribution rate of equalisation Health Funds capitation
adjusted for risk and increasein schemes and to SSI for paymentto
earmarked levy resources hospital GPs

outpatient care

) Mutually Mutually Jointly lointly Jointly
Implementation . L . . .
exclusive exclusive implementable implementable implementable
Pooling agency HVSV HVSV HVSV HVSV HVSV

Note: RA3 is broken down into RA3(a) and RA3(b) to reflect marginal differences in the sources of revenue
pooled for risk-adjustment.

Risk-adjustment option 1 (RA1)

Description

An analysis of the breakdown of revenue for social health insurance carriers in Austria reveals the minor
role risk-adjustment plays in the current system. Specifically, just 1.7% of health insurance revenue stems
from the Risk Equalisation Fund (§ 447a), compared to 82.7% and 10% from contributions and VAT
compensation (GSBG), respectively (100). Following on from international experience, RA1 proposes an

expansion and extension of risk-adjustment, specifically by:

e Pooling all revenues into a central fund (operated by the HVSV) which are then redistributed according
to a range of risk-adjustment factors

e Extending risk-adjustment across all health insurance carriers, not only GKKs.
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Out of all the proposed options, RA1 is the most comprehensive and is therefore associated with

significant efficiency and equity gains.

Due to possible constitutional constraints, the possibility of implementing this option is uncertain,

therefore other proposed options should also be considered.

For the above reason, consideration could be given to implementing RA1 in a step-wise approach. That is,
first introducing partial risk-adjustment, with incremental increases in the proportion of funds risk-

adjusted over time.

Legal considerations

According to the case law by the Constitutional Court, a mechanism aiming to compensate risks between
different institutions and groups would not violate constitutional principles given there is a ‘sufficient
personal and material link’ between the respective health insurance carrier populations
(‘Versichertengemeinschaften’). The link will be more sufficient smaller the differences identified with
regards to contributions and benefits (including the framework of contractual partnership law) of the
respective scheme. Without a sustainable withdrawal or even elimination of those differences (that could
be achieved by simple legislation without a two-thirds majority) there is no sufficient link between the

GKKs and the BVA, the GKKs and SVA, nor between SVA and SVB.

RA 1 would meet the requirements under Constitutional Law only insofar as structural disadvantages can
be proved in an evidence-based way (and are not caused only by regional disparities which are already
compensated within national-wide carriers themselves). Otherwise a risk adjustment scheme could be
implemented only by an amendment to Federal Constitution (i.e. only with a two-third majority).
Nevertheless a risk adjustment (mainly) based on taxes would be possible from a legal point of view (for

details see below Volume 2, chapter 8.).

Risk-adjustment option 2 (RA2)

Description

RA2 proposes a reduction in the employee contribution rate across all health insurance carriers. The
reduction in the contribution rate would be matched by an equivalent increase in an earmarked levy,
which would be channeled into a central fund managed by the HVSV. The HVSV would then be responsible
for distributing pooled funds to health insurance carriers based on a set of pre-defined risk-adjustment

factors.
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The exact reduction in contributions is not defined in this report, rather it should be discussed and debated
by government stakeholders. It is suggested that changes to the contribution base are not drastic, given
the level of tax is outside the control of insurance carriers. Specifically, under RA2, insurance carriers will
be required to give-up control over a proportion of their revenue, with this proportion now being subject

to political negotiation.

If implemented, the current Risk Equalisation Fund would be abolished, given earmarked levy funds are

expected to be sufficient to equalise risk.

Legal considerations

It has previously been mentioned that a system for compensating different structural risks based on taxes
would meet the requirements under constitutional law. These taxes should be collected by the HVSV on
behalf of the ‘Bund’ (or directly by a Federal authority) and should be explicitly declared as ‘tax’, so

revenue collected from these taxes may be used for a specific purpose to the benefit of health insurance.

Risk-adjustment option 3 (RA3)

Description

RA3 proposes amalgamating funds from existing risk-equalisation schemes to be pooled into a central
fund managed by the HVSV. The figure below outlines identified sources of revenue which could be used
for risk-adjustment purposes. The sources of revenue are broken down by ‘current sources of risk

equalisation’ and ‘new potential sources of risk equalisation’.

Out of all proposed options, RA3 is the most feasible in the short-term given it does not require any

constitutional changes, or amendments to the contribution base.

As outlined in the table below, RA3 can be broken down into two sub-options: RA3(a) includes all current
and new sources of risk equalisation, including the Hebesatze, while in RA3(b), the Hebesitze would be

excluded.
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Table 20: Sources of revenue for risk-adjustment option 3

Source of revenue

Amount

Current sources of risk equalization

Equalisation fund for regional health insurance

(§ 447a)

Equalisation fund for the burden of REGO (§ 322b
ASVG)

Fund for dental health (§ 447i ASVG

Health promotion fund (§447g)

Fund for preventative check-ups and health

promotion (§447h)

Fund for offsetting burden due to 15a agreement

(§322a ASVG)

Special lump sum payment accident insurance -

social health insurance (§319a ASVG)

Special lump sum payment social health insurance

— accident insurance (§149ASVG)

Total budget of €311 million in 2016

Total amount (as of 2015) was €6 million

Flat rate payment of €80 million

Total budget of €13 million in 2016

Total budget of €3.5 million in 2016

Total amount (as of 2015) was €132 million

Equated to €173.96 million in 2016

Equated to €49.64 million in 2015

New potential sources of risk equalisation

VAT from Ministry of Finance (currently refunded

straight to insurance carriers)

Pharmaceutical claw-back (currently refunded

straight to individual health insurance carriers)

In 2015, equated to €454 million (continue to

increase with higher levels of expenditure)

in 2016 amounted to €122 million in (increase to
€160 million in 2017, with additional increases

expected in future years)
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Source of revenue

Amount

Between 2012 and 2016, the government
contribution rate (i.e. employer) for civil servants
was reduced by 0.3%. This policy could be adopted
once again with additional funds used for risk-

adjustment

Option RA3(a) only: Hebesitze* — pension
insurance is obliged to pay the Hebesatze to
health insurance (5.1% rate multiplied by the

Hebeséatze, which differs cross funds).

Given pension insurance is funded to a

considerable extent by government, the
Hebesdtze are indirectly funded through tax
money and can therefore be used for risk-

adjustment purposes.

Given the reduction in the employer’s
contribution (i.e. the Government) is decreased by
0.3 percentage points, savings of €60 million
annually could be redirected for risk-adjustment

purposes.

In 2015, the PVA (GKK), VAEB, SVA and SVB paid

€1.6 billion as Hebeséatze contributions®.

TOTAL FUNDS FOR RISK-ADJUSTMENT

RA3(a): €3 billion annually

RA3(b): €1.4 billion annually

Note: *There is no Hebesatze for retired civil servants as their pensions are paid directly by former
employers and are financed directly out of the federal budget.

Legal considerations

There are no legal impediments to implementing RA3.

Risk-adjustment option 4 (RA4)

Description

In Austria, hospitals are largely financed through the nine State Health Funds, who are in turn funded by

social insurance (46%), provinces (32%), federal states (12%) and municipalities (11%):
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e The Federal Government through the Federal Health Agency (i.e. general taxes)
e Regional VAT allocation from the Lander (i.e. 0.95%)

e Share of VAT from municipalities according to the fiscal equalisation law (FAG)
e Respective Land

e  GSBG-funds (Health and Social Sector Contribution Act)

e Social insurance via the Federal Health Agency (§447f ASVG) (101).%

Despite contributing to just under half of total hospital budgets, social insurance carriers are not entitled

to participate in decision-making processes regarding healthcare within a hospital setting.

Under RA4, social insurance carriers would subsume joint responsibility for funding and operating
outpatient centres in hospital settings, which currently fall under the responsibility State Health Funds. At
present, the proportion of total State Health Funds dedicated to outpatient centers is approximately
€661.5 million per year.3® However, these figures are based on historical negotiations and therefore do
not represent the actual costs associated with providing outpatient care. For example, in 2015, actual

expenditure on outpatient departments within hospitals equated to €2.015 billion.3!

Under RA4, social insurance, provinces, states and municipalities would continue to divert resources into
State Health Funds. Once collected at the regional level, State Health Funds would be required to allocate
approximately 15% of total funds to the HVSV (approximate amount of funds spent on outpatient hospital
departments). Funds pooled within a joint fund will be redistributed to health insurance carriers based on

several risk-adjustment factors.

Carriers will spend funds on improving primary care and outpatient departments within hospitals, thus
reducing the number of hospitalisations. For example, by developing multi-professional networks within
an outpatient setting. Funding will be spent collectively, therefore RA4 requires resources to be pooled

under a joint fund and allocated based on need (e.g. indirect risk-adjustment). Although demand for

2% The Federal Government is included in the list, but not in the percentages above, given it is captured in figures
from the Lander and municipalities (i.e. Federal Government is responsible for collecting taxes on behalf of the
Lander and municipalities).

30 No data was provided for Burgenland. Therefore, based on population size, the figure was derived by multiplying
the Voralberg figure of €44.7 million by 0.8, which equated €35.8 million.

31 please note that this figure may be an underestimate of the real costs given data for Burgenland was not available,
further Styria does not explicitly state this figure, therefore only costs that were clearly defined as be redistributed
to outpatient departments was included.
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inpatient care may decline, in the short-run (i.e. transition period), funding for hospitals should cover fixed

costs, such as building maintenance and employee wages.

In addition to improving efficiency and equity, RA4 has the added benefit of aligning outpatient services,

which are currently offered in both hospitals and outpatient specialist clinics.

Legal considerations

Even though no constitutional obstacles can be identified regarding this option, it has to be considered
that a number of amendments would be required. Amendments to ASVG and other social insurance laws
may be adopted by the Federal Parliament (with a simple majority) but require amendments to several
treaties between the Federal State and the Lander, according to Article 15a of the Federal Constitution

including the ‘Finanzausgleich’ (Fiscal Equalisation Law).

Risk-adjustment option 5 (RA5)

Description

GPs in Austria are reimbursed through a mix of fee-for-service (30%) and contact capitation (70%), where
GPs receive the one flat rate payment for each individual patient within a quarter (i.e. three months).
Under RAS5, a proportion of health insurance contributions would be pooled into a central fund, managed
by the HVSV, with funds being used to pay GPs on a risk-adjusted capitated basis (i.e. all GP income would
be risk-adjusted and provided in the form of a capitated payment). For this system to work, patients must
be registered with a single GP for one year (as opposed to three months, which is the current
arrangement), with the possibility of switching GPs every six months if unsatisfied. To encourage patients
to register with the one GP, financial incentives could be introduced. For example, as is the case in France,
reducing user charges for patients who visit the ‘preferred GP’ (i.e. the GP they are registered with) (see

section 5.3 for further details on the French system).

The requirement for patients to be registered with one GP for a year represents a significant cultural shift,
given the high-value placed on freedom of choice within the Austrian healthcare system. For this reason,
RAS is a longer-term solution and should only be introduced once there is increased acceptance among

the population that changes to the healthcare system are required.

Legal considerations

RAS5 would require several legal amendments. First, of all regulations, such as § 135 (2) ASVG stipulating
that insured persons must have a choice at least between two physicians available within a reasonable

period of time, would have to be changed. Second, it is likely that the general contracts concluded with
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the Chamber of Physicians would have to be changed, which is subject to the consent of the doctors’
representatives. Legislative interventions in this respect might be possible, however, they must be
justified under constitutional law by ‘public interest’, in that the intervention must be appropriate and
reasonable. Any change of the tariff system must consider the constitutional principle of
‘Vertrauensschutz’, meaning that all individuals may trust in a legal situation (especially if it concerns a
long-period of time) providing for a certain sort or level of benefits and, thus, is protected against intensive
and/or sudden reductions (i.e. a smooth transition is required if physician fees are changed to their

disadvantage).
Risk-adjustment factors

Despite significant advancements in risk-adjustment mechanisms, their predictive ability is limited. For
example, in Germany a 2013 study found that only 20% of differences in expenditure could be accounted
for by changes in risk-adjustment factors (87). In the Netherlands, van de Ven et al. (2015) measured the
systematic under and over payment of insured people at -€670 and +€152, per person per year,

respectively (93).

Given the inherit difficulty of accounting for differences in healthcare expenditure, a Scientific Advisory
Committee should be commissioned to identify risk-adjustment factors relevant to the Austrian context.
Once a set of risk-adjustment factors has been chosen by the Scientific Advisory Committee, their decision
could be enforced by the law that governs social insurance. This could be the ASVG itself as well as a

specific provision in a separate legislative act.

It is suggested that members of the Scientific Advisory Committee draw upon existing forms of risk-
adjustment in countries such as the Netherlands, Germany and the UK (see Table 21 for example risk-
adjustment factors). However, applicability within the Austrian context needs to be considered, for
example, the possibility of ‘gaming’ among health insurance carriers, with only those factors that cannot
be manipulated being included within the system. Lastly, in addition to needs-based, demand side risk-
adjustment factors (see Table 21), in the short-term, it is recommended that supply-side factors (e.g.
employees) are considered, given it takes time to make significant structural changes and reallocate
resources. Over time, for example 10 years, the weight or relative importance of supply-side factors

should be reduced to make way for demand-side, needs-based factors.
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Table 21: Commonly applied risk-adjustment factors

Risk-adjustment factor

Example countries

Age and gender

Diagnosis

Disease severity

Disability status

Employment status

Prescription of drugs (indicator of chronic

diseases)

Employment status

Sickness allowance entitlement

Unmet need and health inequalities

Geography and urbanisation

Nearly all models

Germany, Netherlands

Germany, Netherlands

Belgium, Netherlands

Belgium

Netherlands (inpatient and outpatient

prescriptions)

Switzerland (pharmaceutical expenditure)

Germany, Belgium, Netherlands (income)

Germany

UK

UK, Belgium, the Netherlands

Source: (75,80)

Summary of risk-adjustment policy options

exclusive

e RA1 and RA2 offer the most comprehensive forms of risk-adjustment, and are therefore mutually

e RA3-5 are less comprehensive and may be jointly implemented with RA1 and RA2
e RA3 would build upon existing risk-equalisation schemes, and of all the four options, is probably

the most straight-forward to implement. For this reason, RA3 could be used as a first step to
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enhance risk-adjustment before more comprehensive mechanisms are considered (i.e. RA1 and
RA2)

e RA4 and RAS5 require reforms within the primary and hospital systems and therefore cannot be
implemented unless there is a willingness among policy makers to change existing arrangements

e AScientific Advisory Committee could be commissioned to determine appropriate risk-adjustment
factors to be applied to the risk-adjustment scheme

e The Scientific Advisory Committee is advised to review relevant factors from existing, sophisticated
risk-adjustment schemes; unlike many of these schemes, supply-side factors should be taken into
account in the short-term

e Changes to risk-adjustment mechanisms could be extended to all layers of the Austrian healthcare

system.

RA1, where all revenue received by insurance carriers are risk-adjusted, and RA2, which involves a
simultaneous reduction in contributions and the introduction of an earmarked levy, are the most
comprehensive of the proposed options. Therefore, these mutually exclusive options are expected to have

the greatest impact on health system performance.

The remaining options, RA3 (pooling of existing risk-equalisation schemes), RA4 (redistribution of hospital
outpatient funds to social insurance) and RA5 (GP risk-adjusted capitation payment), are not as extensive
as RA1 and RA2, however, from a legal and political perspective, may be easier to implement in the short-
term. Further, these options are not mutually exclusive and could, in certain cases, be jointly
implemented. For example, a move towards a risk-adjusted capitated payment scheme for GPs (RA5)
would complement a system where funds from various risk-equalisation schemes are merged and re-

distributed to health insurance carriers (RA3).

Lastly, RA4 and RAS5 involve major structural changes within the system. As a result, either scheme should

only be pursued if there is strong political motivation.

Going forward a Scientific Advisory Committee could be established to develop a range of risk-adjustment
factors relevant to the Austrian context. It is suggested that the Scientific Advisory Committee draw upon
existing countries with sophisticated risk-adjustment systems (e.g. UK and the Netherlands). Further, in
the short-term (e.g. 10 years), risk-adjustment could take into account both demand- and supply-side

factors.
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Although outside the remit of this review, consideration should be given to extending risk-adjustment to
all layers of the Austrian healthcare system. Namely, between the Federal Government and the Lander
(State Health Funds) (where funds are currently allocate according to historical allocations), and between

social insurance and the Lander.

Implementation of any of the proposed risk-adjustment options should be done in a gradual manner. This

will allow time for supply-side factors to re-adjust, which is not always possible in the short-run.

It is important to highlight that even a more extensive risk-adjustment scheme won’t necessarily create a
level playing field, given, risk-adjustment factors explain only part of total healthcare expenditure. That
is, the redistribution of funds will not wholly reflect actual needs of each carrier’s insured population. As

a result, carriers with favourable risk profiles are likely to continue to accumulate sufficient reserves.

Lastly, risk-adjustment should not be expected to solve all inefficiencies and inequities within the
healthcare system, given that some could be considered ‘acceptable’. For example, tertiary hospitals and
highly specialised centres (e.g. for rare disease) should continue to be located in highly populated urban
areas only. Acceptable inefficiencies include subsidies to primary healthcare units, physician networks, as

well as healthcare workers in remote and rural areas in order to improve access in these locations.
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5 Financing of social security

Chapter 5 explores healthcare financing systems in Austria and other social health insurance systems
across Europe. The chapter has been broken into five sections covering collection of contributions, benefit
packages, user charges, investment opportunities in healthcare, and concludes with an overview of

potential policies to broaden the social welfare base.
5.1 Collection of contributions

Contribution systems in Austria are governed by different laws and therefore may result in varying
contribution bases and rates across insurance funds. Ultimately this leads to different levels of self-
funding, as well as different ratios between individual’s contributions and funds provided by federal tax.
Therefore, an alignment in the collection of contributions across different types of funds may render the
contribution systems more equitable. This chapter provides an overview of four different contribution
systems, followed by an assessment of the differences and recent policy developments, and a number of

policy options to harmonise the collection of insurance contributions.
5.1.1 Workers and employees

For workers and employees the contribution is based on the due earned income during the contribution
period, as specified in §44 ASVG. Following §49 ASVG, the remuneration is defined as monetary and in-
kind earnings, which the compulsory insured employee is entitled to, owing to his/her employment. As
such, the principle of entitlement-to-remuneration applies, rather than the inflow principle that is
predominantly found in tax law. In the case of entitlement-to-remuneration, the minimum level
considered for the contribution base is the civil claim for payment, as regulated by, for example, general
contracts and employment contracts. However, contributions are not based on the actual amount of
payment received. Having a claim to a specific amount is sufficient to calculate and pay contributions,

regardless of whether the employee has received a lower pay.

The maximum contribution for workers and employees for the year 2017 is set at €4,980 per month, which
amounts to €166 per day, and the marginal amount for those with minor employment is set at €425.70.
In line with the ASVG, the contribution rates apply to workers, employees, freelancers, agricultural
workers and miners. The rates amount to 1.3% for the accident insurance, which is paid by the employer;
7.65% for the health insurance, of which 3.87% and 3.78% are paid by the employee and employer

respectively; and 22.8% for pension insurance, which is split into 10.25 % for the employee and 12.55%
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for the employer. Please see Table 22 for a detailed list of the contribution rates for workers and

employees.
Table 22 Social insurance contribution rates (in percent) for workers and employees in 2017

3. Beitragssatze (in Prozent)

Arbeiter” Landarbeiter Angestellte Freie Dienstnehmer
Bezeichnung ins. Dienst- Dienst- ins. Dienst- Dienst- ins. Dienst- Dienst- ins. Dienst- Dienst-
nehmer- geber- nehmer- geber- nehmer- geber nehmer- geber
gesamt anteil anteil gesamt anteil anteil gesamt anteil anteil gesamt anteil anteil
Krankenversicherung, § 51 ASVG 7,65 387 378 785 387 378 765 387 378 765 387 378
Unfallversicherung, § 51 ASVG 1,30 0,00 1,30 1,30 0,00 1,30 1,30 0,00 1,30 1,30 0,00 1,30
Pensionsversicherung, § 51 ASVG " 22,80 10,25 12,55 22,80 10,25 12,55 22,80 10,25 1255 2280 10,25 12,55
Knappschaftliche Pensionsversicherung, §§ 51,512 ASVG 2830 10,25 18,05 - - - 2830 10,26 18,05 - - -
A[bei[s\gsewefsichemng {AV) & 6,00 3,00 3,00 6,00 3,00 3,00 6,00 3,00 3,00 6,00 3,00 3,00
|ESG-Zuschlag 0,3 0,00 0,35 0,35 0,00 03 035 0,00 03 0,34 0,00 035
Arbeilerkammerumiage 0,50 0,50 0,00 0,75 0,75 0,00 0,50 0,50 0,00 0,50 0,50 0,00
Wohnbauforderungsbeitrag 1,00 0,50 0,50 - - - 100 0,50 0,50
Schlechtwetterentschadigungsbeitrag 3 140 0,70 0,70 - - - - - - - - B
Nachtschwerarbeits-Beitrag 9 340 0,00 340 340 0,00 340 340 0,00 340 - - -
Dienstgeberabgabe 7 16,40 0,00 16,40 16,40 0,00 16,40 16,40 0,00 16,40 16,40 0,00 16,40
Beitrag fiir Versicherte in geringfiigigen
Beschg_élmgungsverhahnisfen ggmis " wi | wn| oow| ww| o owne| o] wn| w2l o] wwe| wi| oo
Beitrag zur Betrieblichen Vorsorge (BV) 7 1,53 0,00 153 153 0,00 153 153 0,00 153 153 0,00 153
Sozial- und Weiterbildungsfonds-Beitrag (S0)” 0,80 0,00 0.80 - - - 0480 0,00 080

5.1.2 Self-employed persons engaged in commercial activity and insured with the SVA

The contribution paid for by self-employed persons insured with the SVA is based on the individual’s
income, as stated on the income tax statement. In addition, compulsory pension and health insurance
contributions, which were paid in advance for the respective calendar year, are added to the income?*?
The contribution base for health insurance is restricted to a maximum of €69.720 and a minimum of
€5.108,40, while the minimum base for the pension insurance amounts to €8.682. As the income tax

statement is issued at the end of each year, a preliminary calculation of contributions is conducted.

In 2016, the monthly minimum contribution base for health insurance was lowered to the level of the
ASVG-based marginal earnings threshold. In addition, the monthly minimum contribution base for the
pension insurance will be gradually lowered in a total of 12 times to the marginal earnings threshold until
2022. The contribution rate for SVA-insured amounts to 18.5% and 7.65% for pension and health

insurance respectively. If individuals are compulsory insured under the FSVG law, then the contribution

32(102)
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rate for pension insurance is 20%. In the case of the accident insurance, insured pay a monthly fixed

amount of €9.33 (in 2017), which is independent of income.
5.1.3 Farmers insured with the SVB

There are two contribution systems in the SVB and insured persons can either pay contributions based on
the value of their agricultural/forestry business or opt for the contributions foundation option, which is
based on the income as indicated on the income statement. If the insurance value (Vollpauschale) of a
business is below €75,000 (or below €130,000 in the case of Teilpauschale), then the insured needs to opt
for the first option. As a result, approximately 90% of all businesses fall into the first category. In this case,
the contribution rates for health, pension and accident insurance are 7.65%, 17% and 1.9% respectively.
In 2017, the minimum contribution base in the flat-rate system amounts to €785.56 for the health and

accident insurance, and €425.70 for pensions insurance.

The insurance value, which serves as a basis for the contribution rates, is calculated using the tax unit
value of the agricultural/forestry area and a so-called income factor, which is a fixed percentage stratified
by unit value levels. However, it must be noted that the percentage decreases as unit values increase,
constituting an advantage to larger businesses. For instance, the percentage of an agricultural area with
a tax unit value between €5,100 and €8,700 is set at 19.17%, while that for tax unit values between
€43,700 to €87,500 amounts to 3.06%. Furthermore, each unit value category is rounded up to the next
€100, which may lead to an average reduction of €50 of the unit value. It must be noted that for farming
businesses operated by married partners, the maximum contribution basis is reached with a unit value of
€277,200, which is more than three-times higher than that for a business operated by a single operator
(i.e. €87,500). Table 23 provides an overview of the unit values and fixed percentages used to determine

the insurance value, which serves as a basis for the contribution rates.
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Table 23: Overview of unit values for the calculation of the insurance value of an agricultural/forestry
business

Percentage considered for

Unit value (Einheitswert) contribution base

(flieBt in BGL ein)
from -EUR to 5,000 EUR 19.17 %
from 5,100 EUR to 8,700 EUR 21.30%
from 8,800 EUR to 10,900 EUR 17.31%
from 11,000 EUR to 14,500 EUR 11.98%
from 14,600 EUR to 21,800 EUR 9.72%
from 21,900 EUR to 29,000 EUR 7.19%
from 29,100 EUR to 36,300 EUR 5.33%
from 36,400 EUR to 43,600 EUR 3.99%
from 43,700 EUR to 87,500 EUR 3.06%

For insured persons who opt for the contribution foundation option, the contribution is calculated on the
basis of income that is indicated on the income tax statement. The method of assessment is the same as
the one used under the GSVG law. In contrast to the first option, the minimum contribution bases are

higher, amounting to €1,476.16 for health and accident insurance, and €785.56 for the pension insurance.

5.1.4 Civil servants and public employees

In the case of the social security of the civil service, there is a maximum contribution base for health
insurance that amounts to €4,980 (in 2017), however, this does not apply to the accident insurance. When
it comes to pension insurance, only new contractual civil servants are insured with the PVA, in line with
the ASVG law. The new contractual civil servants are charged a 10.25% contributions rate for pension
insurance and the employer pays a share of 12.55%, amounting to a total of 22.8%. A maximum
contribution base is in place for contractual civil servants and university employees, however, for
employees who are subject to the Pension Act there is no maximum base and the pension contribution is
levied by the employer. The contribution rate for the health insurance for active civil servants is 7.635%,

which is split in 4.1% for the civil servant and 3.535% for the employer. For accident insurance, the rate
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amounts to 0.47%, however, as previously described, there is no maximum contribution base. The table

below outlines key differences in contributions between the BVA and regional funds.

Table 24: Differences in contributions for health and accident insurance between the BVA and regional
funds

BVA Regional insurance funds
Employee contribution for 4.1% 3.87%
health insurance
Employer contribution for 3.535% 3.78%
health insurance
Overall contribution rate for 7.635% 7.65%
health insurance
Accident insurance 0.47% 1.3%
Overall contribution rate for 8.105% 8.95%

health and accident insurance

5.1.5 Differences in the collection of contributions and recent policy developments

Although health insurance contribution rates are uniform across carriers, with a minor deviation of 0.015%
in the case of the BVA, contribution bases and mechanisms vary across types of funds and therefore result
in different levels of self-funding, as well as different ratios between individual’s contributions and funds
provided by federal tax. However, variations may be partly explained by the setting of contribution bases

and differences in the cumulative contributions paid for health, accident and pension insurance.

With the aim to better align the GSVG-, BSVG- and ASVG-defined contribution mechanisms, several
changes were made in recent years to unify the maximum contribution bases. Nevertheless, substantial
differences in the setting of contribution bases with respect to the different social insurance laws prevail.
Forinstance, self-employed persons are assessed on the basis of their profits, farmers are assessed against
the insurance value of the agricultural/forestry business, while employed individuals are assessed in terms
of their salaries. Since each system follows its own logic, the reporting and examination can be different

inthe carriers. In particular with respect to the self-insured persons, this leads to an increased expenditure
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for the controlling and verification process pertaining to the correct calculation and payment of

contributions to the social insurance.

Furthermore, under the BSVG law, farmers have the option to pay contributions based on the standard
value of their agricultural/forestry business or to opt for the contributions foundation option, which is
based on the income as indicated on the income statement and follows the same method as applied under
GSVG law. According to the SVB annual report (2015), out of a total of 120.253 BSVG-based contribution
assessments, 106.249 (i.e. 88%) were calculated in terms of the standard value; 8.972 were based on an
individual contribution basis, which in particular applies to multiple insured persons in the case that
differential contribution bases are set to avoid the exceedance of the specified maximum contribution;
3.400 were assessed through income statements (i.e. BGT-option); and 1.732 income-producing
businesses and businesses with the ‘Kleine Option’, where the setting of the contribution base is not or
not purely based on the standard value, were assessed in terms of their earnings as indicated on the

income statement.

Differences can also be found across ASVG-, GSVG- and BSVG-defined minimum contribution bases. For
example, in the case of farming businesses that are operated by married partners, the minimum
contribution basis for the farmers’ pension insurance is €212.85 and €392.78 for the health insurance (in
2017). In contrast, the ASVG marginal earnings threshold is set at €425.70. Moreover, the calculation and
setting of the contribution bases differ significantly between the employed and self-employed. For
instance, self-employed persons can control their contributions basis to a certain degree through the tax
law, or in the case of farmers, via the effect of the flat rate model. In addition, there are deductions for
capital and restructuring gains, as laid out in the GSVG law. By contrast, the contribution base for social
contributions paid by employees and workers constitutes the paid wage (Entgelt) by the employer.
However, in regards to income tax, employees and workers are allowed some deductions in the so-called

Arbeitnehmerveranlagung, which is similar to the income tax return of the self-employed.

5.1.6 Policy options: Collection of contributions

Multiple contribution systems in the SVB
Contributions based on actual income

Contributions for farmers and operating managers, who opt for the contributions foundation option, are

assessed on the basis of the income, as stated on the tax statement. Under this option, insured persons
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would pay contributions that are based on the actual net income, i.e. taxable income. The objective of a
shift in taxation base is to promote an alignment between BSVG and ASVG funds in regards to the

collection mechanism of contributions, and therefore to improve equity in the financing system.
Introduction of a proportional fiscal system with maximum contributions

The largest share of contribution assessments is based on the insurance value of an agricultural/forestry
business. This insurance value is calculated using the tax unit value of the agricultural/forestry area and a
so-called income factor, which is a fixed percentage stratified by unit value levels. However, the
percentage decreases as unit values increase, constituting an advantage to larger businesses, despite the
presence of maximum contribution bases. For instance, the percentage of an agricultural area with a tax
unit value between €5,100 and €8,700 is set at 19.17%, while that for tax unit values between €43,700 to
€87,500 amounts to 3.06%. This option proposes a shift from the regressive to a more proportional fiscal
system in conjunction with the introduction of a maximum contribution amount. The rationale is to
introduce a fiscal system that promotes a more equitable collection of contributions and which can be

rendered fiscally neutral.
Collection of contributions in the BVA
Aligning the BVA contribution base with that of regional funds

The difference in the health insurance contribution rate between the BVA and the regional funds amounts
to 0.015%, with regional funds having a slightly higher contribution rate. However, it must be noted that
the share of contributions borne by employers and employees differs. As such, BVA-insured employees
pay a relatively higher share of the contributions, amounting to 4.1%, as compared to 3.87% for
employees insured with a regional fund. The reverse applies to the employer’s share, which is set at
3.535% for the BVA and 3.78% for the regional funds. Under this option, BVA contribution rates would be
aligned with those of regional funds, meaning that employee contributions would be lowered by 0.23%
to 3.87%, and employer contributions would be raised by 0.25% to 3.78%, creating a new contribution
ratio between employees and employers. With a total collection of €903,013,331 in contributions in 2015,
an increase in the BVA contribution rate would amount to an additional €18.43 Mio in the collection of

contributions.

Following the alighment between contribution rates in the first stage of the harmonisation process, BVA
contributions could be rendered fiscally neutral in the mid-term. The second part of the alignment process

takes into account user charges, which are currently higher for BVA-insured than for those insured with a
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regional fund. In order to foster equity in the collection of contributions across funds, user chargers for
BVA insured would be gradually lowered to the regional fund level. This implies an estimated decrease of
€71,195,921 in income for the BVA, which would be partially offset with the additional contributions of
€18.4 Mio, resulting in €52.7 Mio costs to the employer. However, it must be noted that the accident
insurance contribution rate, borne by the employer, remains 0.83% lower for BVA insured, than for
workers and employees. In addition, the BVA is running excess reserves, which may be used to further

mitigate the additional costs.
Legal considerations

No particular constitutional (but, of course, political) impediments have to be faced in regard to the above

policy options.

5.1.7 Collection of contributions of multiple insured in Austria

Number of cases and types of multiple insurances

In 2016, an annual average of 717.538 persons were covered by multiple insurances, of which two-thirds
were dependents. In detail, the multiple insured comprised 66% children and 1% spouses or other
relatives (i.e. partner, or civil partners). As such, only about one-third of multiple insured persons paid
contributions to the social security system, i.e. were gainfully employed or pensioners. Therefore, the
amount of persons who are covered by multiple insurances and also pay contributions is comparatively

small.

180
Volume 1: International comparisons and policy options



Figure 63: Persons with multiple health insurances, annual average in 2016, based on data from HVSV

Spouses and other relatives, 1%

Children, 66%

Multiple insured persons with gainful employment

Contributing insured
persons, 33%

In 2016, 138.587 persons® pursued multiple occupations (meaning two or more occupations). The

number of multiple-insured working people rose slightly within the past years. However, considering that

the total amount of working people has also risen, the share of persons with multiple occupations

remained constant. On the 1°* of July 2016, 3.5% of the Austrian workforce had more than one occupation.

Table 25: Austrian workforce with multiple occupations 2008-2016, as of 1st July 2016

33 Remark: This includes persons, who have multiple occupations, yet the same health insurance.
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Number of people with one, two or multiple
occupation(s) Total number of
Year Total
Occupations
One Two Multiple
2016 3.951.054 3.812.467 132.987 5.600 4.095.791
2015 3.898.605 3.762.696 130.358 5.551 4.040.615
2014 3.876.062 3.741.652 128.910 5.500 4.016.490
2013 3.850.535 3.716.365 128.776 5.394 3.990.625
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Number of people with one, two or multiple

occupation(s) Total number of
Year Total

Occupations

One Two Multiple
2012 3.770.318 3.637.643 127.446 5.229 3.908.699
2011 3.733.277 3.601.550 126.589 5.138 3.870.614
2010 3.667.358 3.537.436 124.893 5.029 3.802.780
2009 3.628.881 3.498.613 125.333 4.935 3.764.543
2008 3.700.450 3.567.066 128.360 5.024 3.839.320
2016 100.0% 96.49% 3.37% 0.14% 103.7%
2015 100.0% 96.51% 3.34% 0.14% 103.6%
2014 100.0% 96.53% 3.33% 0.14% 103.6%
2013 100.0% 96.52% 3.34% 0.14% 103.6%
2012 100.0% 96.48% 3.38% 0.14% 103.7%
2011 100.0% 96.47% 3.39% 0.14% 103.7%
2010 100.0% 96.46% 3.41% 0.14% 103.7%
2009 100.0% 96.41% 3.45% 0.14% 103.7%
2008 100.0% 96.40% 3.47% 0.14% 103.8%

In particular, self-employed persons and farmers frequently have multiple occupations. For instance, this

is the case for 15% of self-employed individuals and 34% of all farmers (please see the figure below).
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Figure 64: Share of persons with multiple occupations in %, as of 2016, based on data from HVSV (men
and women)
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Out of 138.587 persons who had multiple occupations (meaning two or more occupations), 47% were
self-employed and 35% were farmers (as of 1°* July 2016). For persons with two occupations, the most
common combination was being self-employed and employed, which was followed by being in twofold

employment, and the combination between farmer and employee/worker (please see figure below).
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Figure 65: Working persons who have two occupations, as per 1st July 2016, based on data from HVSV
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With regards to the types of social security carriers, contribution-paying multiple insured persons were
most commonly insured with one of the Regional Health Insurance Institutions and the Social Insurance
Institution for Commerce and Industry (SVA) (for further information on combinations of insurance

carriers, please see Figure 66, which also includes retired persons).
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Figure 66: Contributing multiple insured and their health insurance institutions, as per 30th April 2016,
based on data from HVSV
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Social security legislation for multiple insured persons

The obligation to contribute exists up to a maximum contribution base.3* If the total sum of contributions
exceeds the (annual) maximum contribution base, either the differential assessment claim (ex-ante) or
the refund of contributions (ex-post) can avoid payment of disproportionate amounts (i.e. above the
maximum contribution base). A precondition for the refund is that the sum of all contribution bases for
the compulsory insurance in the respective year exceeds the 35-fold daily amount of the maximum

contribution basis for the compulsory insurance (for 2017, this results in €5,810.00 per month).?®

In the case of health insurance, 4% of the excess amount that transcends the maximum threshold of the
ASVG contribution is refunded, as this comprises the employee’s as well as the employer’s contribution,
which equals 3.87% and 3.78% respectively®®. In contrast, GSVG-/FSVG-/BSVG-contributions (i.e.

commercially or free-lancing self-employed persons, or farmers) get refunded in full.3’

34 (103)

35 Bjuerliches Beitragswesen im Uberblick

36(104)

37 SVA Info ,Mehrfachversicherung Pensionsversicherung”, 2016
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However, the respective applications normally have to be actively filed, which not all multiple insured
persons will do. The application for refunding the health and unemployment contributions needs to be
submitted to one of the insuring health insurance carriers. The application must be submitted until the
end of the third calendar year, following the respective contribution year. If this application is also filed
for the following contribution years, it is valid for as long as the insured person is registered for compulsory

insurance with this health insurance carrier.

The occurrence of exceeding contributions may be avoided by applying for the differential assessment
claim. Based on the ASVG contribution base, the GSVG-/FSVG- contribution base is set at a level that is
likely to eliminate an exceeding contribution. Hence, a (partial) exemption from the GSVG obligation to
contribute takes place. Furthermore, multiple insured persons secure insurance periods in every pension
system of their insurances. However, in order to claim the pension, insurance months, which were
acquired in parallel, can only be claimed once. This means that insurance months have to be assigned to
one of the pension systems. For this purpose the hierarchy ASVG — GSVG — BSVG applies. 11.4% of the
amount which was paid in surplus (above the maximum threshold) gets refunded for the ASVG, while for

the GSVG/FSVG/BSVG, the full excess contribution (i.e. the employee part) is reimbursed.

To date, the so-called wage-sum-procedure has been utilised, where the employer calculates and pays
the monthly contribution for all of his/her employees (including both, the employee and the employer
contribution fees), without the contributions being allocated to the single person. Hence, the monthly
contribution statement is adequate proof, i.e. the names of the employees do not need to be indicated,
yet only the wage-sums suffice, which are broken down into contribution- and settlement-groups. Only
after the end of the calendar year the pay-slips and the statement of contribution bases have to be

created, which comprise the contribution basis for each insured person.

On 1% of January 2019, the monthly contribution base notification (mBGM) will replace this system, for
which the legal framework is set by the reporting-obligation Act.>® The mBGM means a complete system
transformation for the employers and the social insurance carriers, enabling high quality and more timely
data about monthly contributions. Consequently, in future, data will be available more promptly and not
only after the end of the calendar year. More specifically, the mBGM represents a simplification of

applications and a decrease in having to report redundant data. In addition, this makes changes in the

38 (105)
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insurance history more transparent, errors are avoided due to a clearing system, and the contribution

groups are replaced by a new tariff-system.3
Multiple insured civil servants

For civil servants, the situation is slightly different. Civil servants, who simultaneously engage in a
commercial activity, are also compulsory insured in the pension insurance - in accordance with the GSVG.
Both, the minimum and the maximum contribution base apply, when establishing the contribution base
according to the GSVG. The salary of civil servants does not influence the contribution base compliant

with the GSVG.

This is differently dealt with in the health insurance: Besides the B-KUVG, the commercial activity leads to
an additional compulsory insurance in line with the GVSG. Since 2006, the contribution base according to
B-KUVG is credited to the GSVG minimum contribution base for health insurances. In case the contribution
base (in accordance with B-KUVG and GSVG) exceeds the maximum contribution base and an applicable
substantiation is available, the contribution base according to GSVG must be set temporarily at most to
the difference between B-KUVG and the maximum contribution base. The same applies to the employed

persons, who are insured according to ASVG and B-KUVG.

However, if based on regional law, a sickness insurance claim exists for a sickness insurance institution
(Krankenfiirsorgeanstalt, KFA), then neither a crediting on the minimum contribution base according to
GSVG, nor a restriction of the maximum contribution base apply*. Therefore, for civil servants an addition
of the contribution bases should be allowed within pension insurance and the KFA, in order to enable an

automatic refund of contributions, exceeding the maximum contribution base.

In the work programme of the federal government for 2017/2018, which was decided in a special council
of ministers on the 30™ January 2017, a simplification of multiple insurances was planned, potentially
taking effect from September 20174 ‘There exist many possible combinations of occupations. Persons
who have multiple occupations that are gainful, i.e. employee and part-time farmer, pay multiple social
security contributions and are multiple insured. The obligation to contribute persists up to the maximum
contribution base. If the sum of the contribution bases exceeds the maximum contribution base, the

exceeding contributions can be avoided by claiming differential assessment (in advance) or a refund of

39 (106)
40 WKO Info: ,,Beamte als gewerblich Selbstidndige”; January 2017
41 Fir Osterreich . Arbeitsprogramm der Bundesregierung 2017/2018“ January , p.9
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contributions (afterwards). In the future, an automatic difference assessment/refund of contributions

through social security will be introduced in case of multiple occupations.
Allocation of contribution income and costs

Besides the issue of allocating contribution income among multiple insurances, another problem presents
the fact that cost allocation is currently not regulated. In fact, the person with multiple insurances, may
decide which insurance has to bear the costs of treatment (this may possibly be also influenced by the
contractual partner, if he/she partners multiple social security institutions). Thus, distributing the
contribution income in relation to the allocation of costs of the different health insurance carriers would

be reasonable and fair.

Currently, if the multiple insurance is based on ASVG and GSVG, the GSVG contribution base is reduced
by the differential assessment, independent of where the costs are allocated. In case of multiple
insurances of multiple employments according to ASVG, employee contributions exceeding the maximum
contribution base can get refunded. This happens at the carrier that receives the filed application for

differential assessment.

The current situation is problematic, since numerous incentives that have to be taken into consideration

exist. If left uncoordinated, these could potentially influence the cost allocation:

e Scope of service of the respective carrier

e Issue of user charges and cost sharing

e Issue of remunerating physicians providing the same service

e Amount of remuneration, since with physicians-of-choice 80% of the fees a contractual partner would

charge, are refunded.

5.1.8 Policy options: Multiple insured persons in Austria

A simplification via automatic refunding for multiple insured persons and an internal cost allocation is
considered a reasonable alternative to the current system of retrospective, manually filed
reimbursement. The cost allocation should be based on an estimation of payment flows and not on single
bills of the individual insured persons. The more services, rates and tariff models are harmonised, the

easier it will be to obtain a mechanism that involves all health insurance carriers.
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Single collection of contributions without a choice of fund

At present, multiple insured persons in Austria pay contributions to all funds they are compulsorily insured
with. As the total contributions may exceed the maximum contribution bases, multiple insured must
manually file yearly applications for reimbursement, in order to receive a refund of the excess payment.
In addition, multiple insured can choose which carrier to charge for a good or service on a case-by-case
basis, constituting an inequitable advantage compared to those insured with a single fund. For instance,
multiple insured may avoid paying user charges that are prevalent across more “generous” funds, such as
the BVA or SVA, while simultaneously making use of those funds’ greater benefits when necessary (e.g. in
order to reduce waiting times or to receive greater allowances for specific services). this policy introduces
a single location for the collection of contributions, in addition to keeping maximum contribution bases in
place. This can either be in the form of an independent entity or by nominating regional funds to collect
contributions on behalf of all funds, in order to simplify the administration process. As such, the refund
for excess contributions could be automatically calculated through an official channel, without the need

for manual applications.

Under this option, insured persons do not have a choice of fund. Instead, a hierarchy could be introduced
to determine the fund membership of an individual. This could either be an absolute hierarchy of funds
or a hierarchy based on the main income source of an individual. However, it must be noted that a system
based on a hierarchy is only feasible if it does not undermine the financial position of a fund. Hence,

further studies on the financial impact on funds need to be conducted prior to applications of this option.
Single collection of contributions with a choice of fund (sub-option)

This sub-option follows the same model as the option above, with the main difference that insured
persons could choose their fund of preference, based on their professions. While this option does not
entirely eliminate inequity in the system, it may reduce the former, as insured could only switch funds on

an e.g. yearly basis, rather than intermittently charging different funds.
Multiple collections of contributions without a choice of fund

Under this option insured individuals continue to pay to multiple funds, however, the insured would be
automatically assigned to a default fund. This constitutes the fund for which the insured pays the largest
share of contributions and the insured is only entitled to benefits of the default fund. All carriers receiving
contributions for the insured would re-direct these contributions to the respective default fund. In

addition, the refund process for excess contributions could be automated, in order to reduce the
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administrative burden of manual applications and to eliminate inconveniences to the insured. However,
such a system is only feasible if it does not undermine the financial position of a fund, such as the SVB.
Hence, prior to the application of this option, a study on the financial impact on funds needs to be

conducted.
Multiple collections of contributions with a choice of fund (sub-option)

This sub-option follows a similar rationale to that outlined above, with the main difference that under
Option 2a individuals have the option to choose a default fund to access services from, while the second
carrier will conduct transfers of funds to the former. However, as in the case of previous options discussed,

there are only partial improvements in equity.
Retrospective payments between funds

For this final option, one of the funds conducts retrospective payments to the second insurance carrier,
which was predominantly used by the insured person to access services. This system constitutes a
modification of the current mechanism in that it adds a compensatory mechanism to ensure the financial
stability of funds. However, it must be noted that this option may be more difficult to implement and does

not render the system more equitable.
Legal considerations

Some of the above options may cause problems with respect to the principle of self-governance: As long
as there are different ‘Versichertengemeinschaften’ each of them based on the type of employment of
the respective insuree, it will be difficult to justify that only one of them is receiving all the contributions,
most of all if that particular carrier is determined more or less ‘by chance’ (including a choice by the

insurees themselves).

So if substantial harmonization and/or amalgamation of carriers (which should be the main options)
cannot be achieved, it seems that a risk-adjusment-system taking into account also the special situation

of multiple-insured persons would be a better and more equitable option.
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5.2 Defining benefits

5.2.1 Overview

The move towards universal health coverage raises key policy questions, such as how to design and
regulate benefits to ensure a financially sustainable coverage of services for all insured persons (107).
Most countries have developed a rationale and mechanism to guide the composition of a benefits basket,
which specifies the full or partial coverage of publicly financed health care services, activities and goods
accessible to all residents in social and national health systems. These benefits can be defined through
two approaches and often countries employ a mix of both, depending on categories of goods and services:
(1) an ‘open specification’ with a general description of benefits outlining eligibility for these benefits, and
(2) ‘closed specification” with detailed (positive) listings of all benefits that are covered through public
financing (108). However, approaches and the extent of regulation differ between countries, highlighting
ambiguities and challenges in creating a common benefits package. The following section provides a high-
level overview of the regulation of service coverage in Belgium, France, Germany, Netherlands and

Switzerland, and concludes with a brief comparison to the Austrian system.

5.2.2 Regulation of health insurance benefits in Europe

Belgium
Regulated benefits

Almost the entire Belgian population is insured with one of the seven health insurance entities. These
include five national associations, which can be broken down into approximately 60 local sickness funds,
one public fund for individuals not wishing to join any of the five associations, and a separate fund for
railway employees. All insurance funds must offer the legally defined compulsory benefits package. Thus,

differences in services are only present in complementary or supplementary insurance (109).

Service coverage in Belgium is based on a closed specification system with detailed positive listing (108).
As such, the content of the compulsory package is specified in the national fee schedule (nomenclature),
which lists an identification number, the contractual fee and reimbursement rate for more than 8,000
services. Negotiations on the inclusion of new treatments and exclusion of obsolete ones between the
representatives of the health insurance funds and healthcare providers take place yearly or biennially
(109). In order to inform and support evidence-based coverage decisions, the Belgian Health Care

Knowledge Centre (KCE) performs a number of health technology assessments. However, the KCE merely
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issues non-binding recommendations and is not involved in the actual decision-making or implementation

process of the benefit basket (110).

The compulsory benefits package is broad and includes services such as medical care (e.g. GPs, specialists,
psychiatric care, hospital care), physiotherapy, prescription drugs, most dental care, home and nursing
home care, among many others (109). Certain services, such as alternative therapies (e.g. homeopathy,
acupuncture) are not covered by the basic insurance, while plastic surgery, spectacles and orthodontics

may be reimbursed under specific conditions (109).
Optional benefits

In addition to the compulsory benefit package, sickness funds may offer supplementary or
complementary insurance. Content and insurance policies for services, such as optic and dental care,
alternative medicines and certain co-payments for hospital care, differ between providers, leaving room

for competition (109).
France
Regulated benefits

Eighty-six per cent of the French population are covered by the general statutory health insurance (SHI)
scheme for salaried workers in the private sector (also applicable to legal residents not covered by other
funds). The remaining are members of the SHI scheme for self-employed (6%) or members of the scheme
for farmers and agricultural workers (5%). The content of the compulsory benefits package is defined at
the national level and applies to all SHI schemes (111). Hence, differences in services are only present in

complementary or supplementary insurance.

Similar to Belgium, the service coverage in France is based on a closed specification system with a detailed
positive listing of more than 8000 covered benefits (108). These positive lists are defined at the national
level and apply to all regions. The Ministry of Health specifies the positive list for drugs and medical devices
for both outpatient and inpatient care, while the statutory health insurance (UNCAM) is responsible for
the listing of medical procedures (111). The coverage decisions are evidence-based, following a health
technology assessment of the effectiveness and/or cost-effectiveness of all interventions by designated

committees of the independent French National Authority for Health (HAS) (112).

Overall, the benefits package consists of outpatient- (e.g. GPs, specialists, dentists, and midwives) and
inpatient care (e.g. hospital care, rehabilitation or physiotherapy), diagnostic services and therapies (e.g.

physio-, speech therapy) if prescribed by doctors. Pharmaceutical products, medical appliances and
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prostheses are covered if these are included in the national positive list and if prescribed by a physician.
Health-care related transport is reimbursed in the case of prescription. Cosmetic surgery, spa treatments

or services of uncertain effectiveness are not included in the basic package (111).
Optional benefits

While the SHI provides a broad benefit package, coverage is generally not 100% and varies between
services. Therefore, insured persons can take out complementary insurance to cover all or parts of the

residual costs or supplementary insurance for benefits not covered by the SHI (111).
Germany
Regulated benefits

Eighty-seven per cent of the population in Germany are insured with one of the 113 statutory health
insurance funds (GKV funds), while 11% have opted for substitutive private health insurance (PKV) (113).
The Contribution rates vary between sickness funds, however, 95% of GKV benefits are statutorily
regulated through Social Code Book V (SGB V) (114). The statutory regulation of services also applies to
the basic tariff, which private health insurers are obliged to offer and which encompasses compulsory

benefits analogous to the benefit package covered by the GKV.

As stated in legislation (§12 SBG V), benefits can only be claimed for services that are adequate,
appropriate and economical. It is the Federal Joint Committee’s (FJC) task to evaluate and determine the
specific medical and medico-technical examination and treatment methods for inclusion in the service
catalogue (115). For instance, examination and treatment methods for the outpatient sector must be
approved by the FJC for their diagnostic or therapeutic benefit, medical necessity and effectiveness.
Previously approved services can be excluded from the catalogue if they no longer reflect the current
state of scientific evidence. In contrast, all services performed during an inpatient stay are automatically
covered, unless a specific treatment method has been explicitly precluded due to insufficient therapeutic

benefit (115).

The comprehensive benefits package of the sickness funds encompasses preventive and early detection
measures, essential medical treatment (i.e. outpatient and inpatient care, and rehabilitation, including
surgical dressings, therapeutic appliances and medication), therapies (e.g. psycho-, physio-, speech- and
ergotherapy), medically necessary transportation, dental care, and sickness benefits. Additional services

include insurance coverage for stays abroad in EU member states and choice of doctors and specialists
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(116). Although alternative treatments, like homeopathic products, are not part of the statutory benefits

package, they are covered by a number of sickness funds.
Optional benefits

Differences in benefits across GKV insurers are due to optional tariffs (Wahltarife), which were introduced
as a way to increase competition in 2007 (117). There are two types of optional tariffs: the mandatory and
the voluntary optional tariff. The mandatory optional tariff is regulated through legislation (§53 SGB V),
which means that sickness funds must offer the following four service options as part of the tariff:
integrated care, structured treatment programmes for chronically ill, sickness benefits for the self-
employed, and family physician care (118). Via voluntary optional tariffs, sickness funds can advertise a
number of non-regulated services, such as tariffs with deductibles, contribution refunds and alternative
medicines. In addition to the services offered by the statutory insurance, individuals can opt for

supplementary private health insurance (118).
Netherlands
Regulated benefits

There are three types of health insurance in the Netherlands: the obligatory basic insurance for essential
curative care, the obligatory national insurance for long-term and unaffordable care, and the optional
supplementary insurance. All individuals must sign up with a private non-profit insurance provider to
obtain the non-risk-based basic health insurance for curative care, which is harmonised across health

insurers (119).

Service coverage in the Netherlands is based on an open specification system with a general description
of benefits. The content of the basic benefits package is regulated by the central government, based on
advice from the National Healthcare Institute (ZIN) (120). Following the main criteria, services should be
essential, effective, cost-effective and unaffordable for individuals. Other factors, such as budget and
political considerations may further influence the decision-making (121). However, not all treatments are
evaluated or reviewed. Instead, the Healthcare Insurance Board defines a list of priorities for the benefits

package agenda, which is held bi-annually (121).

In line with the Health Insurance Act 2015, the benefit package comprised, among other services, medical
care (i.e. GPs, specialists, midwives, mental care and hospital care), home nursing and personal care,
therapies (e.g. physio- speech-, exercise- and occupational therapy), pharmaceuticals and medical aids

and devices, maternity care, transportation of sick patients, and dental care (for children until the age of
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18; persons aged 18 and older are eligible for specialist dental care and a set of false teeth). Also included

were quit-smoking programmes and geriatric rehabilitation care (120).
Optional benefits

Individuals may also take out supplementary coverage for additional services not included in the basic
package. Supplementary insurance is offered by various competing providers and comprises health
services such as dental care for adults aged 18 and over, alternative therapies and medicine,

contraception, glasses and contact lenses (122).
Switzerland
Regulated benefits

All Swiss residents must take out compulsory basic insurance offered by one of approximately 60 private
non-profit health insurance funds (123). Contribution rates vary between insurance providers and
geographic regions, however, insurers are obliged to offer the same basic compulsory health insurance
(obligatorische Krankenpflegeversicherung) to any person, regardless of income, age, sex, or health

condition (124).

The catalogue of benefits is broadly defined by the Swiss Health Insurance Act (KGV/LAMal), which
stipulates that services must be effective, appropriate and cost-effective (Art. 32 KVG/LAMal).
Additionally, the federal government employs explicit positive lists and lists of medicines not eligible for
reimbursement to specify certain contents of the package, such as pharmaceuticals and medical devices.
However, most physician services are not formally assessed, which can lead to coverage of services with

little scientific proven value (125).

The basic insurance only covers services that are provided in the resident’s state. However, exemptions
include emergencies and compelling medical reasons (e.g. complex interventions such as organ

transplantations) (124).

In practice, the package comprises most GP, chiropractor, midwife and specialist services, inpatient care,
pharmaceuticals and medical devices, laboratory tests, as well as therapies (e.g. physio- and speech-
therapy, nutritional and diabetes counseling, outpatient care by nurses, occupational therapy, and
psychotherapy if prescribed by a physician). Costs for transport or rescue are partially paid for, while
coverage for long-term care is based on medical necessity. Dental care is covered in the case of severe
illness of the masticatory system or if related to care of other diseases (e.g. leukemia). The positive list

also specifies a number of prevention and examination measures (e.g. pap smears, mammography
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screening and selected vaccinations) (124,125). As of 2017, the benefits package will also cover

homeopathic medicines.
Optional benefits

To broaden the basic coverage, the insured can take out private supplementary or complementary
insurance with any insurance provider. This type of insurance comes at an additional cost with risk-based
premiums. Benefits and policies vary across funds and are difficult to compare. Generally, these benefits
can be categorised into outpatient- and inpatient-related supplementary services. Supplementary
outpatient coverage may include orthodontic treatment, alternative medicine, and spectacles/contact
lenses. Supplementary coverage for inpatient stays may comprise stays in a private or semi-private

hospital ward, and choice of doctor (e.g. senior physicians) (124,125).

5.2.3 Regulation of benefits in Austria

Status quo

About 80% of the Austrian population are insured with one of the nine regional insurance funds (GKKs),
with the remainder being members of a specialist- and/or company insurance funds. The contribution
rates for regional funds are uniform and insured persons are automatically assigned to a specific fund,
based on the place of residence and occupational group. Although the contribution rates are the same
across regional funds, the benefits are not fully harmonised and can vary for both benefits in-kind and in-

cash.

The guiding rationale is that treatment must be sufficient and appropriate, however, it should not exceed
the necessary. Furthermore, there is a positive list for outpatient drugs based on evidence-based
technology assessments. However, there are no additional positive lists or lists of interventions not
eligible for reimbursement that specify covered benefits for outpatient- or inpatient care. Instead, each
insurance fund specifies a statute (Satzung), which lists their covered services. In addition, the Main
Association of the Social Insurance Funds (Hauptverband der Sozialversicherungstrager, HVSV) is legally
obliged to define a template statue (Mustersatzung). As such, the HVSV can render a service obligatory,

however, a unanimous vote by all insurance funds is required.

Service coverage in Austria is based on an open specification system with a general description of benefits.
For instance, the General Social Security Act (ASVG) defines an array of broad services that are covered
by social health insurance. According to the legislation, the Social health insurance covers the following

services: outpatient - (i.e. general practitioners and specialists), inpatient- and medical nursing care,
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rehabilitation, therapies (psycho- and speech therapy), pharmaceuticals and therapeutic aids, maternity
and sickness benefits, health promotion and illness prevention, and a number of basic dental services,
among others. Generally, complementary medicine methods, such as homeopathy, are not included in

the benefit basket (126).
Comparison of the regulation of health benefits plans across European countries

As outlined in the country descriptions, the six countries differ in type, approach and extent of regulation
pertaining to benefits. Similar to Austria, most countries in this analysis employ a guiding principle and an
open specification with a general (functional) description of benefits, which is outlined in legislation. Such
open specifications may be ambiguously defined and therefore undermine to some extent the
harmonisation of benefits, as is the case in Switzerland, for example. However, it must be noted that not
only the benefits packages, but also the contribution rates/premiums may vary between funds in
Switzerland, Netherlands and Germany. In contrast, the contribution rates for regional funds in Austria
are harmonised, whilst this is not necessarily the case for benefits packages. In addition, positive lists are
generally used to specify coverage for prescription drugs, although in Austria the list only comprises
outpatient drugs. France and Belgium are the only countries in this sample to produce detailed positive
lists of more than 8,000 outpatient and inpatient goods and services, enhancing the harmonisation of
benefits across insurance providers. The table below provides an overview of the regulation of benefits

across the six European countries.
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Table 26: Overview of the regulation of benefits across six European countries

Austria Belgium France Germany Netherlands Switzerland
Regulated benefits
Legislation
Source General Social Law on Compulsory  Social Security Social Code Book V Health Insurance Act Swiss Health

Coverage criteria

Approach to define
the benefits
package

Mechanism to
define benefits

Outpatient services

Security Act (ASVG)

Treatment must be
sufficient and
appropriate,
however, it should
not exceed the
necessary (§133(2)
ASVG)

Open specification
with a general
(functional)
description of
benefits

Health Insurance
and Allowances (Loi
relative a
l'assurance
obligatoire soins de
santé et indemnités)

Medical goods and
services need to be
included in the
positive list

Closed specification
system with
detailed positive
listings
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Code (Code de la
sécurité sociale)

Medical goods and
services need to
be included in the
positive list

Closed
specification
system with
detailed positive
listings

(Sozialgesetzbuch V,
SGB V)

Benefits can only be
claimed for services
that are adequate,
appropriate and
economical (§12
SBG V)

Open specification
with a general
(functional)
description of
benefits

(Zorgverzekeringswet)

Services should be
essential, effective,
cost-effective and
unaffordable for
individuals
(1992/1995 Dutch
Committee on Choices
in Health Care
(Dunning Committee)

Open specification
with a general
(functional)
description of benefits

Insurance Act (KGV,
LaMal)

Services must be
effective,
appropriate and
cost-effective (Art.
32 KVG/LAMal)

Open specification
with a general
(functional)
description of
benefits
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Austria

Belgium

France

Germany

Netherlands

Switzerland

Prescription drugs

Regulatory body

Optional benefits

Type of optional
benefit

Functional
description of
benefits; and a non-
exhaustive positive
list defined by each
carrier

Positive list

Each insurance fund
specifies a statue
(Satzung) that lists
the services
covered. The HVSV
is legally obliged to
define a template
statue
(Mustersatzung)
and can make some
services obligatory.

In addition, there
are some HTA
processes for
prescription drugs.

Insured can take
out supplementary
private health
insurance.

Detailed positive list

Positive list

Representatives of
the sickness funds
and of the health
care professionals
negotiate the fee
schedule yearly or
biennially

KCE can make
recommendations

Sickness funds and
private funds may
offer
supplementary or
complementary
insurance.

Detailed positive
list

Positive list

Positive list
defined at national
level

Drugs and medical
devices added to
list by MoH

Procedures added
by SHI

Committees within
HAS provide advice
based on HTA
results

Complementary
and
supplementary
insurance can be
taken out with
private insurers.

Functional
description of
benefits; and
positive list (less
detailed)

Positive list
Federal Joint
Committee (FJC)

Based on HTA
results

Statutory insurance:

*  Mandatory
optional tariffs

¢ Voluntary
optional tariffs.

Functional description
of benefits; and list of
medicines not eligible
for reimbursement

Positive list

Central government

Private
supplementary
insurance is offered
by various competing
providers.

Functional
description of
benefits; and list of
medicines not
eligible for
reimbursement

Positive list

Federal government
Not all treatments
evaluated/reviewed.
The Healthcare
Insurance Board
defines a list of
priorities for the
package agenda,
which are reviewed
bi-annually

Private
supplementary
insurance can be
taken out with any
provider.
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Austria Belgium France Germany Netherlands Switzerland

Supplementary
private health
insurance.
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Furthermore, a comparison of eight European countries by Van der Wees et al. (2014) showed that a

number of countries are increasingly relying on evidence-based strategies to define the benefit package

and to keep it affordable (e.g. Belgium, France and Germany) (108). Regardless of the approach and type

of health system, packages generally appeared similar between countries. The key differences in coverage

were identified for dental care and physical therapy (108). For instance, routine dental care for adults is

not covered in the Netherlands and Switzerland (see the table below for the selected comparison of

services for adults covered by public financing across European countries by Van der Wees et al. (2016)

(127)). However, the scope and extent of differences in service provision across funds within countries

remains to be examined.

Table 27: Health services for adults covered by public financing. Based on Van der Wees et al. (2016)*

Services Austria Belgium France Germany Netherlands  Switzerland
Primary care

v v v v v v
physician
Medical

v v v v v v
specialist
Maternal

v v v v v v
care
Hospital care v v v v v v
Rehabilitation v v v v v v
Prevention v'43 v v v v v
Dental care v v v v x x
Mental

v v v v v v
healthcare

42 Comparisons in this table refer to adults aged 19-60 without chronic disease or low income.
43 Partial coverage, including e.g. general preventive check ups and gynecological check ups . Immunisations and

other screenings not fully covered.
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Services Austria Belgium France Germany Netherlands  Switzerland

Physical

v v v v vaa v
therapy
Occupational

v v v v v v
therapy
Speech

v v v v v v
therapy
Medical

v v v v v v
devices
Cosmetic

x x x x x x
surgery®

5.2.4 The role of HTA in defining benefits in Europe and implications for Austria

Overview

The purpose of this section is to examine the Health Technology Assessment (HTA) processes in European
countries with publicly funded social health insurance systems and attempt to draw some lessons for
Austria. The study countries (and their respective agencies) under examination are England (National
Institute for Health and Care Excellence, NICE), France (Haute Autorité de Santé, HAS), Germany (Institut
fir Qualitat und Wirtschaftlichkeit im Gesundheitswesen, IQWiG), and the Netherlands (Zorginstituut
Nederland, ZIN (formerly College voor zorgverzekeringen, CVZ) before trying to draw some comparisons

with Austria.

With regards to the responsibilities and structure of national HTA agencies, across all study countries HTA
agencies are autonomous and their role is advisory. In that capacity, they assess and appraise the value
of health care interventions and make recommendations for coverage. Usually, a technical group is

responsible for early assessment of evidence following which an expert committee appraises the request

4 Physical therapy in the Netherlands is only covered for certain chronic conditions after 20 sessions.
4 Not covered on a general basis; may be covered in some specific instances.
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for coverage and produces recommendations for the ultimate decision maker. The topic selection process
is generally not fully-transparent, with most agencies predominantly assessing new health care
interventions that are expensive and/or with uncertain clinical benefits. In all countries, official country-
specific pharmacoeconomic evaluation guidelines are in operation, mainly concerning methodological
and reporting issues (128,129). Although some of the HTA agencies tend to focus on pharmaceutical
products, others evaluate all types of health care interventions, therefore the term “pharmacoeconomic”
might not be representative of the types of guidelines in place, in which case it might be more appropriate

to be referred to as “methods for HTA”.

In terms of evidence and evaluation criteria considered, generally all study countries assess the same
types of evidence, however the precise information and value parameters analysed and the way they are
evaluated differ across countries. Typical data sources widely used by all countries include scientific
studies (e.g. clinical trials, observational studies), national statistics, clinical practice guidelines, registry

data, surveys, expert opinion and evidence from pharmaceutical manufacturers (130).

In terms of methods and techniques applied and in addition to clinical benefit assessment, all countries
adopt some type of economic evaluation technique (mainly Cost-utility analysis or Cost-effectiveness
analysis) as an analytical method to derive the value of new technologies, besides France and Germany,
both of which formally used to apply solely a comparative assessment of clinical benefit as the preferred

methodology but with economic evaluation progressively becoming more important as of 2013.

All countries acknowledge that randomized controlled head-to-head clinical trials is the most reliable and
preferred source of treatment effects (i.e. outcomes), with data from less-rigorous study designs being
accepted in most study countries (England, France, Germany) e.g. when direct RCTs for the comparators
of interest are not available (130-132). Also, most agencies require systematic literature reviews to be
submitted by manufacturers as a source of data collection and carry out their own reviews. A meta-
analysis of key-clinical outcomes is recommended for pooling the results together given the homogeneity
of the evidence in England and Netherlands (130-132). If evidence on effectiveness is not available
through clinical trial data, then France and Netherlands allow for a qualitative extrapolation based on
efficacy data, with, England applying both qualitative and quantitative modelling. In both England and

Netherlands, short-term clinical data are extrapolated also if data on long-term effects are absent.

In terms of resources used, and in addition to direct medical costs, France considers all relevant costs
including direct non-medical and indirect costs, both for patients and carers (129,130); however, only

direct costs are considered in the reference case analysis and incorporated in the ICER (133). Germany
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also takes into account informal costs and productivity gains separately as a type of benefit, whereas
England additionally considers cost of social services. In the Netherlands, the Health Care Insurance
Board’s “Manual for cost research” applies for the identification, measurement and valuation of costs;
pharmacoeconomic evaluations need to include both direct and indirect costs inside and outside the

healthcare system (134).

In all study countries both costs and benefits are discounted (129,131,135,136), and uncertainty arising
due to variability in model assumptions is investigated usually in the form of sensitivity analysis. No
explicit, transparent, or clearly defined cost-effectiveness thresholds exist in any of the countries except

for England.

Finally, in terms of the decision outcomes and implementation, evaluation outcomes are primarily used
to inform coverage decisions relating to the reimbursement status of the health care interventions but
also pricing decisions, either directly or indirectly. Generally the time needed for the evaluation of a health
technology to be completed differs from country to country. However, in line with the EU Transparency
Directive, all countries must have reached a decision on pricing and reimbursement within 180 days post
marketing authorization (137). In all countries the final decision report is publicly available, usually
through the HTA agency’s website (137,138), and the policy implication of the evaluation outcome relates
to the pricing and reimbursement status of the technology: reimbursement (List), no reimbursement (Do
Not List), or conditional reimbursement (List With Restrictions) (137,139). However, all countries apply
access restrictions usually relating to specific indications or specific population sub-groups. Most countries
employ dissemination procedures in order to support the implementation of their decisions, including
prescribing guidelines and national drug formularies (140), having appeal mechanisms in place in case of

dissent, revising their decisions either according to fixed time schedule or on a rolling basis (131,137).
HTA processes in Europe
England

In England, the Secretary of State for Health has indicated to NICE a number of factors that should be
considered in the evaluation process: (i) the broad balance between benefits and costs (i.e. cost-
effectiveness); (ii) the degree of clinical need of patients; (iii) the broad clinical priorities for the NHS; (iv)
the effective use of resources and the encouragement of innovation; and (v) any guidance issued by the
Secretary of State (141-143). Decisions are supposed to reflect society’s values, underlined by a

fundamental social value judgment (144). The degree of unmet clinical need is a formal criterion taken
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into account, at least partially being reflected by the availability of alternative treatments (132,145). NICE
acknowledges that rarity has a key role in the assessment of orphan medicinal products and NICE’s
Citizens’ Council has stated that society would be willing to pay more for rare and serious diseases (146).
The severity of the disease is taken into account mainly through the special status of life-extending
medicines for patients with short-life expectancy as reflected through the issuing of supplementary advice

of life-extending end-of-life (EOL) treatments by NICE (132,147).

All clinically relevant outcomes are accepted with final clinical outcomes (e.g. life years gained) and patient
HRQolL being preferred over intermediate outcomes (e.g. events avoided) or surrogate endpoints and
physiological measures (e.g. blood glucose levels) (131,148-150); particular outcomes of interest include
mortality and morbidity. Safety is mainly addressed through the observation of adverse events (132).
Uncertainty is addressed explicitly through quality of evidence, implicitly, through preference for RCTs

and indirectly, through rejection of submissions if evidence is not scientifically robust.

The encouragement of innovation is an important consideration and by definition, the incremental
therapeutic benefit as well as the innovative nature of the technology are formally taken into account as
part of the product’s incremental cost effectiveness ratio (ICER) (132). Although productivity costs should
be excluded, cost of time spent on informal caregiving can be presented separately if this care might

otherwise have been provided by the NHS or the Personal Social Services (PSS) (151).

As already reflected through NICE’s working principles, the relative balance between costs and benefits
(i.e. value-for-money) and the effective use of resources should be taken into account in England (e.g.
through the explicit cost-effectiveness criterion) (141). Some studies also suggest that the impact of cost
to the NHS in combination with budget constraints (budget impact considerations) are taken into account
alongside the other clinical and cost-effectiveness evidence (139,143,152-154). Besides the notion of
clinical need as reflected through NICE’s principles, other equity considerations include the ‘need to
distribute health resources in the fairest way within society as a whole’ and the aim of ‘actively targeting
inequalities’, both of which are explicitly mentioned by NICE as principles of social value judgements (141).

Equality, non-discrimination and autonomy are other explicit ethical considerations (145).

The preferred type of economic evaluation is CUA with cost per QALY gained being the favoured health
outcome measure, but CEA may also be accepted if there is supporting evidence to do so (as in the case
that the use of QALY for a particular case seems inappropriate) (129,130,136,141,142,150,155-157).
Although evidence suggests the existence of a threshold ranging somewhere between £20,000 and

£30,000 (149,155,158,159), it is evident that such a threshold range may not be strictly applied in practice,
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with some products with a cost per QALY below these ranges receiving negative coverage
recommendations and other products above these ranges ending up with positive recommendations
(150,160,161). Indeed, several studies point towards the existence of a threshold range based on which
additional evidence on several factors is required for the recommendation of technologies with an ICER
of above £20,000, and even stronger evidence of benefit in combination with explicit reasoning required
for the coverage of technologies with an ICER above £30,000 (132,137,142,143,158,162). Indeed,
additional criteria may apply as part of NICE’s deliberative process that may push the acceptable ICER
beyond the acceptable range; these criteria include severity of the disease, rarity, end-of life criteria,
innovativeness of the technology, and equity, particularly in the context of disadvantaged populations
and paediatric use. Despite the historically accepted ICER range of £20,000-£30,000 per QALY, a recent
study using data on primary care trust spending and disease-specific mortality estimated an empirical
based “central” threshold of £12,936 per QALY, with a probability of 0.89 of less than £20,000 and a
probability of 0.97 to be less than £30,000 (163).

Reimbursement status has no direct effects on price, but indeed price indirectly affects the
reimbursement status of the pharmaceutical in question as it will have an impact on the ICER. Major and
minor restrictions exist though: the former relate to cases where the technology is indicated only for
second-line treatment (and beyond) or for only specific sub-population, and the latter relate to the need
for specialist supervision or treatment monitoring (143); performance based agreements (or response
rules) also exist, especially in regards to the use of biologics and cancer drugs, according to which a pre-
specified clinical (endpoint) condition must be reached at a specific post-assessment time point for the

coverage of the technology to continue (164).

The NHS in England is legally obliged to implement NICE recommendation and guidance that has been
accepted by the Secretary of State for Health and fund the recommended technologies within three
months from the outcome of the decision, possibly by displacing resources from the use of other
technologies (132,150). However, NICE may revise technology appraisals once new evidence becomes
available, with the average rate of positive recommendations (with or without restrictions) being around

90% (165).
France

In France the dominant model of technology assessment and appraisal relates to (comparative)
assessment of clinical benefit, in combination with selective use of economic evaluation. Assessment of

(comparative) clinical benefit is conducted through the use of two key indicators, namely, the product’s
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overall medical benefit (Service Médical Rendu, SMR) and the improvement of medical benefit
(Amélioration du Service Médical Rendu, ASMR); the former determines reimbursement, while the
latter informs pricing decisions. The SMR provides a ranking of a new product’s absolute benefit,
regardless of existing alternatives, ranging from important to insufficient (4 categories); in principle, the
higher the SMR, the higher the rate of reimbursement. The ASMR provides a ranking of the new product’s
comparative benefit relative to existing therapies, ranging from ‘breakthrough’ (ASMR I) to ‘no
improvement in clinical benefit’ (ASMR V) for a total of 5 categories. As of October 2013, economic criteria
have been introduced with the Commission for Economic Evaluation and Public Health (CEESP) evaluating
the cost-effectiveness (without a cost-effectiveness threshold in place) of products assessed to have an
ASMR |, Il or lll that are likely to impact social health insurance expenditures significantly (total budget
impact greater than EUR 20 million), being used by the Economic Committee for Health Products (CEPS)
in its price negotiations with manufacturers (166). Nevertheless, and under this current framework, these
economic evaluations do not have the same impact on price negotiation with ASMR, which are directly
linked with pricing but instead their role is limited to a consultative one. Both the severity and the
existence of alternative treatments are acting as formal criteria, thus essentially defining the concept of
‘need’ (145). Severity is considered as part of the SMR, taking into account symptoms, possible
consequences (including physical or cognitive handicap) and disease progression (in terms of mortality
and morbidity) (167). The existence of alternatives is scored against a categorical 2-level scale (Yes vs. No)

(133,168).

Clinical evidence (relating to therapeutic efficacy and safety) acts as the most important formal criterion
of the evaluation process (137). The product’s medical benefit or medical service rendered (SMR) relates
to the actual clinical benefit of the drug, responding to the question of whether the drug is of sufficient
interest to be covered by social health insurance. It takes into consideration the following criteria: (a) the
seriousness of the condition; (b) the efficacy of the treatment; (c) side effects of the drug; (d) its place

within the therapeutic strategy given other available therapies; and (e) its interest for public health (129).

Clinical novelty is considered by definition through the product’s improvement of medical benefit (ASMR)
relating to the relative added clinical value of the drug which informs the pricing negotiations. Additional
innovation characteristics relating to the nature of the treatment (e.g. differentiating between
symptomatic, preventive and curative) are also considered but as a second line of criteria
(131,137,167,169). In terms of socioeconomic parameters, ‘expected’ public health benefit acts as

another explicit dimension via an indicator known as public health interest (“Intérét de Santé Publique”,
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ISP), which is assessed and scored separately by a distinct committee as part of the SMR evaluation but is

not used often (145,167,169,170).

Until recently, cost was not acknowledged as an explicit or mandatory criterion, but budget impact, while
not mandatory, has always been recommended highly (167). Although the expert committee had been
reluctant to use cost-effectiveness criteria in the evaluation process (137,153), following the by-law of
2012 (which took effect in 2013) the role of economic evidence was strengthened (168). The CEESP gives
an opinion on the efficiency of the drug based on the relative added clinical value (ASMR) of alternative
treatments. Additional explicit parameters considered in France include the technology’s place in the
therapeutic strategy mainly in relation to other available treatments (i.e. first-line treatment vs. second-

line treatment etc.), and the technology’s conditions of use (133,167,168).

Comparative assessment of clinical benefit incorporating final endpoints as an outcome measure used to
be as the single evaluation procedure in place. However, economic analysis of selected pharmaceuticals
with expected significant budget impact is continuously being considered more formally, especially if its
choice is justified and any methodological challenges (especially associated with the estimation of QALYs)
are successfully addressed (129,130,133,135,145,168). The choice between CEA and CUA depends on the

nature of the expected health effects (if expected significant impact on HRQoL then CUA, otherwise CEA).

By assessing the evidence of the product’s medical benefit or medical service rendered (Service Médical
Rendu, SMR), the improvement in medical benefit and added therapeutic benefit (Amélioration du Service
Médical Rendu, ASMR) are derived, which determine the reimbursement status and influence the price
level of the product respectively, therefore only drugs with additional therapeutic value can “obtain a
higher reimbursement basis” (137). However, drug registration is subject to renewal every 5 years and a

drug may also be subject to post-registration studies.

Germany

In Germany the Act to Reorganize the Pharmaceuticals Market in the Statutory Health Insurance (SHI)
System [Gesetz zur Neuordnung des Arzneimittelmarktes in der gesetzlichen Krankenversicherung
(AMNOG)] came into effect on 1 January 2011. Since then, all newly introduced drugs are subject to early
benefit assessment. Pharmaceutical manufacturers have to submit a benefit dossier for evaluation by the
Institute for Quality and Efficiency in Health Care (IQWiG). A final decision is made by the Federal Joint

Committee (Gemeinsame Bundesausschuss, G-BA). Benefit for new drugs encompasses the “patient-
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relevant therapeutic effect, specifically regarding the amelioration of health status, the reduction of
disease duration, the extension of survival, the decrease in side effects or the improvement in quality of
life” (171). Importantly, all new drugs are reimbursed upon marketing authorization and benefit
assessment mainly determines price rather than reimbursement status. There are no pricing restrictions
one year post-MA. Severity is considered as part of added (clinical) benefit assessment. The clinical
assessment is based on “patient-relevant” outcomes, mainly relating to how the patient survives,

functions or feels, essentially accounting for the dimensions of mortality, morbidity and HRQoL (172).

Similarly to France, all clinically relevant outcomes are considered and final clinically meaningful outcomes
(e.g. increase in overall survival, reduction of disease duration, improvement in HRQolL) are preferred over
surrogate and composite endpoints (129,130,135,148,172). HRQoL endpoints are considered if measured
using validated instruments suited for application in clinical trials [24, 32]. With regards to uncertainty,
the Institute ranks the results of a study according to “high certainty” (randomized study with low bias
risk), “moderate” (randomized study with high bias risk), and “low certainty” (non-randomized

comparative study).

The complete evidence base on value is then assessed and a conclusion is reached on the probability of
the (added) benefit and harm graded on a six level scale, notably, (a) major added benefit, (b) considerable
added benefit, (c) minor added benefit, (d) non-quantifiable added benefit, (e) no added benefit, and (f)
lesser benefit (167,172). The quality of the evidence is assessed on a three-level scale, as follows: (a) proof,
(b) indication of proof and (c) hint of proof. Following one year of free pricing the G-KV Spitzenverband
either (a) puts the product in a reference group if there is no proof of evidence of significant added benefit,
or (b) if there is major or significant added benefit, the price is negotiated with the outcome being a price

which is between the comparator and the initial list price of the new product.

Clinical novelty is considered implicitly as part of the consideration of added therapeutic benefit for
premium pricing. Ease of use and comfort (if relevant for morbidity or side effects) can be reflected
indirectly through treatment satisfaction for patients which can be considered as an additional aspect,
however not as an explicit factor, similarly to the nature of treatment/technology (173). Public health
benefit is not explicitly considered but only partially reflected through the requirement from
manufacturers to submit information on the expected number of patients and patient groups for which
an added benefit exists as well as costs for the public health system (statutory health insurance) (167,173).
All direct costs have to be considered, including both medical and non-medical (when applicable), whereas

indirect costs are not a primary consideration but can be evaluated separately if they are substantial, with
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productivity losses due to incapacity being included only on the cost side (174). In turn, productivity losses
due to mortality are only considered in the outcome on the benefit side (to avoid double counting). Budget
impact analysis (BIA) is mandatory and should include any one-off investments or start-up costs required

in order to implement a new technology, with methodology and sources clearly outlined (129,174).

Economic evaluation is not standard practice in the evaluation but rather optional and can be initiated if
no agreement is reached between sickness funds and the manufacturer on the price premium or if the
manufacturer does not agree with the decision of the G-BA regarding premium pricing (added benefit);
instead, BIA is mandatory (Advance-HTA, 2016). ‘Cost-effectiveness’ acts as one of the most important
formal evaluation criteria in Sweden. Parameters having a socioeconomic impact, such as avoiding doctor
visits or surgery, productivity impact, and, in general, savings on direct and indirect costs are also
considered (167). Germany is the only country that does not apply any conditions of use in regards to
specific sub-populations, in principle reimbursing drugs across the whole indication spectrum as listed on

the marketing authorization (167).

Economic evaluations are performed within therapeutic areas and not across indications, thus an
efficiency frontier approach of CBA using patient relevant outcomes is the preferred combination of
analysis method-outcome measure (129,130,135,174,175). Since the introduction of the AMNOG,
economic evaluations are supposed to be conducted for cases when price negotiations fail after the early
benefit assessment and the arbitral verdict is challenged by the technology supplier or the statutory health
insurer (174). However, no such analysis has been submitted so far and seems unlikely to ever happen
because the CBA would have to be re-evaluated by IQWiG which would hardly bring any better results
(167).The efficiency frontier approach is used to determine an acceptable “value for money”, even though

this is not involved in the process of the initial rebate negotiations.
The Netherlands

The Netherlands focuses on four priority principles when assessing medical technologies: (a) the
“necessity” of a drug (severity / burden of disease) (145,176); (b) the “effectiveness” of a drug, according
to the principles of Evidence-Based Medicine (EBM) (140,176); (c) the “cost-effectiveness” of a drug (158);
and (d) “feasibility”, that is how feasible and sustainable it is to include the intervention or care provision
in the benefit package (177,178). The severity of the disease can be considered either implicitly or
explicitly, more recently tending towards explicit burden of disease measures. The availability of

treatments is considered by estimating the number of treatments perceived as necessary and comparing
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these with the actual capacity in place, whereas the prevalence (e.g. rarity) of the disease is also

considered.

Therapeutic value is the most critical criterion for reimbursement in the Netherlands as part of which
patient preference data and user friendliness might also be considered (140), with surrogate and

composite endpoints included in the analysis, in addition to disease-specific quality of life endpoints.

Although clinical novelty is a key innovation dimension considered, the ease of use and comfort might be
used informally on an ad hoc case-by-case basis, whereas the nature of treatment or technology might
only be implicitly considered. In terms of socioeconomic impact, explicit estimates might be produced to

measure any public health benefit, whereas social productivity is also considered.

In the assessment process by ZIN, the cost-effectiveness criterion follows that of the therapeutic value
and the cost consequence analysis. Cost-effectiveness is only considered for drugs with added therapeutic
value, which are either part of a cluster and are reimbursed at most at the cluster reference price or are
not reimbursed in the absence of possible clustering (140,179). The agency usually performs its own BIA,
although voluntary submission from the manufacturer is also an option (140,153). The Netherlands also
takes into consideration explicitly ethical criteria based on egalitarian principles, such as solidarity and
affordability of the technology by individual patients (145,167,180). The preferred type of economic
evaluation is CUA if the improvement in quality of life forms an important effect of the drug being

assessed, or, if this is not the case, a CEA (134,181).

There is no formal threshold in place but there have been some attempts to define one. The €20,000 per
life-year gained (LYG) threshold used in the 1990s to label patients with high cholesterol levels eligible for
treatment with statins has been mentioned in discussions on rationing, but was never used as a formal
threshold for cost-effectiveness. The same was the case with a threshold that the Council for Public health
and Health Care wanted to implement based on criteria such as the gross domestic product (GDP) per
capita, in line WHO recommendations, which for the Netherlands would translate into €80,000/ QALY
(179). The Council also suggested that the cost per QALY may be higher for very severe conditions (a
tentative maximum of €80,000) than for mild conditions (where a threshold of €20,000 or less may be
applied) (178), but none of the above was ever implemented. The positive outcome of an HTA results in
the inclusion of the medical technology in the positive list (140), and if the cost-effectiveness analysis for
a new innovative pharmaceutical is of good quality, reimbursement will principally not be denied on the

basis of cost-effectiveness, despite potentially relatively high cost-per-QALY values (179).
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A system of coverage with evidence development (CED) for high cost and orphan inpatient drugs has been
used extensively between 2006 and 2011. Currently, financial-based agreements and performance-based
risk sharing agreements are considered as well. So far, revisions seemed to be taking place systematically
after four years for in-patient drugs and on an ad hoc basis for out-patient drugs (137,176), however more
recent evidence suggests that in practice, the process is irregular with providers asking the Dutch

healthcare authority for a revision of reimbursement.
HTA in Austria

As stipulated in Article 15a of the Federal Constitutional law on the financing and organisation of the
health care system, evidence based medicine (EBM) and health technology assessment (HTA) should be
employed to inform and support policies that ensure the quality of care in Austria. Following, a national
strategy for the framework and implementation of HTA was introduced in 2010. Despite efforts to
consolidate HTA in Austria and its use in specifying a list of reimbursable outpatient drugs, there is no
systematic assessment of technologies or interventions to inform decision-making regarding the
definition of a basic benefits package, nor a defined body to assess and appraise technologies. Rather, the
system consists of a number of decentralised HTA units of varying importance that carry out specialised

services.

Indeed, a key challenge in the Austrian setting stems from the division of competencies between the
federal states, who take care of hospitals, and the social security institutions (SSls) that focus on the
outpatient sector. As such, regions are primarily focused on how to reduce hospital LOS and SSls focus
only on patients in outpatient settings, leading to a shift of burden (e.g. SSIs do not look at LOS, because
they do not want to take over the costs). The two players only reflect on the economics of their own

sector.

In what concerns the current state of HTA in Austria, due consideration needs to be given to different
types of technologies, specifically, (a) surgical and diagnostic interventions, (b) out-patient
pharmaceuticals and (c) in-patient pharmaceuticals. The distinction between these three types of
interventions highlights the differences in the use of HTA as well as the competences by different health
stakeholders in the Austrian health system. The processes for the above types of technologies are

discussed briefly in turn.

With regards to surgical and diagnostic interventions, all new hospital interventions that are included in

the hospital benefits catalogue (excluding drugs; including surgical and diagnostic high-risk interventions
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such as pacemakers), are already being assessed. Hence, no intervention can be included in the catalogue,

unless an evidence analysis has been undertaken.

With regards to out-patient pharmaceuticals, all out-patient pharmaceuticals that are to be included in
the list of reimbursable pharmaceuticals (Heilmittelverzeichnis) need to undergo a health technology
assessment. These are rapid assessment and, as such, manufacturers submit their dossiers for an
evaluation to the Main Association of the Social Insurance Carriers (HVSV). Following an assessment of
the evidence by the EWG department within the HVSV, a recommendation is issued to the Drug Evaluation
Committee (Heilmittel-Evaluierungs-Kommission (HEK)). This committee, which constitutes the final
appraisal body, consists of 20 members: 10 representatives from social insurance, 3 independent research
experts, 2 representatives from the Austrian Federal Economic Chamber, 2 representatives from the
Austrian Federal Chamber of Labour, 2 representatives from the Medical Chamber, and 1 representative
from the Chamber of Pharmacists. The inclusion of pharmaceuticals in the reimbursement list is governed
by §351g ASVG VO-EKO, which provides a transparent overview of the goals and procedures of the
pharmacological, medico-therapeutic and health economic evaluations. The latter constitutes primarily
cost-effectiveness analyses that do not encompass social costs. However, the final assessment and
appraisal reports are not published, rendering the decision-making process non-transparent, and

manufacturers have the right to appeal in court in the case of unfavourable decisions.

With regards to in-patient pharmaceuticals, the process is different from the one outlined above for out-
patient pharmaceuticals. Each hospital company (i.e. public and private limited not-for-profit hospitals*®)
within a federal state has a pharmaceutical commission (Arzneimittelkommission), which defines the list
of drugs to be used at their respective hospital(s). Each hospital can either have their own list, or the
hospital company can make the list binding for all its hospitals. The task of the pharmaceutical commission
is to create and adapt the list for inpatient pharmaceuticals, as well as to develop guidelines for the
procurement and use of pharmaceuticals. According to §19a (4) of the Federal Law for Hospitals and
Rehabilitation Facilities (KAKuG), the development of these guidelines must take into consideration the
appropriateness and cost-effectiveness of a pharmaceutical product. Specifically, of several
therapeutically equivalent pharmaceuticals, one should choose the one that constitutes the greatest
economic advantage (4.1). However, there is no explicit obligation to perform health technology

assessments. As such, hospitals may or may not employ HTA as a tool to inform decision-making. For

46 Vienna is the only region owning hospitals, which are therefore governed by the rules of Viennese administrative
bodies.
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instance, a recent survey has shown that merely 10% of the surveyed hospitals have reported the use of
HTA (Czypionka et al., 2017). Hospital pharmaceuticals include costly interventions, such as oncology
products; these are reviewed at a regional level and each hospital has its own list. Each region has a drug
commission that creates the benefits catalogue for pharmaceuticals. As a result, treatments and
pharmaceuticals differ across regions. Furthermore, there is no connection between the hospital decision-
making and the 9 regional social security institutions, even though hospitals are largely financed (approx.
46%) by the social security institutions. Finally, different hospital companies and hospitals within a region
may employ different HTA procedures and methods, leading to further cross- and intra-regional
differences in access to inpatient drugs. Overall, and in what concerns hospital pharmaceuticals, HTA is
not mandatory, assessments, where they take place are decentralized and there is no uniform and/or

transparent evaluation process.

From an institutional standpoint, there are a number of (HTA) units of varying importance. Key among
them is the Ludwig Boltzmann Institute (LBI), which is financed by research councils and 60% by the payers
of the system: MoH (10%); Social Security Institutions (SSIs); and nine regional health funds that take care
of hospitals. It conducts mostly single-technology assessments of high-tech medicines and some public
health interventions. Medical devices review is also centralised through LBI. Assessments are not
economic evaluations or cost-benefit analyses but only clinical benefit analyses (similar to France and
Germany) and budget impact analyses. In this context, LBl assesses the benefits of new interventions to
aid the benefits catalogue of hospitals for goods/services that require tariffs. Based on these assessments,
LBI makes recommendations (primarily the assessment stage) and then political committees make the
final decisions (i.e. appraisals). Final decisions are made publicly available. Other organisations that
perform some type of HTA include Gesundheit Osterreich (GOG), Donau-Krems University (DUK), Private
University for Medical Informatics and Technology (UMIT), and Medical University Graz (IAMEV) (see

Figure 67 outlining the type of work they undertake).

Some institutions are very small and each has its individual specialisation (e.g. in methods) and ownership
structure. Therefore, there is hardly any overlap in the work undertaken. However, there is no actual body
in place to prevent duplications (e.g. in some cases GOG performs quick assessments/rapid reviews and
subsequently, the LBI institute is commissioned to perform an HTA on the same intervention, which
constitutes an inefficient policy strategy). There is an informal network of Austrian HTA units, which meets
once annually. The event is coordinated by the GOG, however, the funding provided for coordination

activities is limited.
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Figure 67: Institutions performing HTAs in Austria

1

N

Hauptverband der osterreichischen Sozialversicherungstrager (HVSV)
Conducts assessments of out-patient medicines as part of reimbursement decision-making
Ludwig Boltzmann Institut (LBI)
Conducts HTAs on public health interventions; high-tech medicine review (i.e. surgical and
diagnostic high tech interventions) is also centralised through LBI
Gesundheit Osterreich GmbH (GOG)
Small unit for assessments for the Minister of Health;
Third party assessments for other countries, not Austria
Coordination function for HTA, but not implemented
Institute of Public Health, Medical Decision-making and Health Technology der Privaten
Universitat fir Medizinische Informatik und Technik (UMIT)
Health economics and models
EU Horizon Scanning
Department fiir Evidenzbasierte Medizin und Klinische Epidemiologie der Donau-Krems
Universitat (DUK)
Evidence-based medicine
Institut fiir Allgemeinmedizin und evidenzbasierte Versorgungsforschung (IAMEV)

HTA on health services research in connection with general practice

In addition to the institutions outlined in the figure above, there are a number of other institutions that

have the capacity to undertake evaluations. The table below provides an overview of all institutions with

evaluation capacity in Austria, including the type and main source of financing.

Table 28: Institutional evaluation capacity in Austria

Institution Main financing source  Type of financing Focus
Austrian Public Health Ministry of health; Project-based, funding  Impact Assessments,
Institute (GOG) Federal Health Agency defined on annual Evaluation Studies,
budgets (small) HTA reports
215
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Institution

Main financing source

Type of financing

Focus

Austrian Public Health
Institute (GOG) — Sub-
branch for planning

and research

Ludwig-Boltzmann

Institute for HTA

Division for EWG at the

Main Association

Competence Centre for
Health Promotion and

Prevention

IHS Health Economics

and Health Policy

Medical university Graz

(Institute for General

Lander and Social
health insurance
institutions (as third-

party funders

Ministry of health;
Federal Health Agency,
Social health insurance

institutions

Main Association of
social security

institutions

Main Association of
social security
institutions and Health
insurance institution
for railway workers and

miners

Various stakeholders;

Research grants, EC-

funding

Main Association of

social security

Project-based (third-
party funding based on

projects)

Project-based, funding
defined on annual

budgets

Project based, also
funding other studies
(e.g. framework
arrangement with the
IHS and Medical

University Graz)

Framework
arrangement with the
Main Association;
other commissioned

work, research grants

Basic funding from

university, framework
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Evaluation studies,

Impact Assessment

HTA reports

Various studies on
Evidence and Economic

Evaluations

Evaluation studies

Health Services
Research, Evaluation

Studies

Evaluation studies
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Institution

Main financing source

Type of financing

Focus

Medicine and
Evidence-based Health)

Research

University of Linz (Chair

in Health Economics)

Medical University
Vienna (Chair in Health

Economics)

Danube-University
Krems (Department for
evidence-based
Medicine and clinical

epidemiology)

Evaluation commission
for pharmaceuticals

(HEK)

Universities of Applied
Science Upper Austria,

Burgenland

institutions (as third-
party funder); research

grants

Federal Government;
Christian Doppler-

society

Federal government;

EC, LBG

Land Lower Austria;
Austrian stakeholders;

EC

Main Association of
social security

institutions

Lander; other

stakeholders

arrangement with the

Main Association

Basic funding and

research grants

Basic funding and

research grants

Basic funding;
commissioned projects

research grants

Basic funding and fees

for applications

Basic funding,

commissioned projects

Various studies in

health economics

Economic evaluations
and other quantitative

studies

Evaluation studies,

EBM reviews

Positive list for the
reimbursement of

pharmaceuticals

Various projects in
health services

research

Good governance principles

Currently, there are no policy reforms on HTA. There are many decentralized decision-makers and there
is no effort to create and finance a national HTA institute or an HTA board in order to establish a
centralized research institute. Regional decision-makers also seem to prefer to make their own decisions

and are against a centralized body. Although promoting efficiency in resource allocation appears difficult
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in such a fragmented environment, a number of options exist to improve the coherence, transparency
and functionality of the current system and, potentially, help the transition to an independent, arm’s

length system. These options are examined in turn.
What HTA system for Austria?

The current approach to HTA in Austria is fragmented and, often, non-transparent. Addressing
fragmentation would require consolidation or better coordination. The existence of multiple units
undertaking HTA is not necessarily a negative development and, most certainly, it is a feature of some
insurance-based and/or decentralized health systems. Examples include Italy and Spain in this context.
However, all these institutions undertaking HTA could be brought under a formal umbrella and either be
consolidated into a hierarchical structure or coordinated more effectively. Addressing non-transparency
would require that assessments and appraisals are conducted in a clear, transparent and inclusive
manner, whilst ensuring that recommendations are well supported by good evidence and clear reasoning.

Deviation from available guidance would require clear reasoning and arguments.

If consolidation and/or more effective coordination could in principle address the issues arising from
fragmentation (and potential duplication) and non-transparency, the next question is how such
consolidation and effective coordination should take place. A key international trend in this context is a
clear preference for independent, arm’s length HTA agencies that provide advice to decision-makers. One
could, therefore, imagine a transition into an independent, arm’s length HTA body that undertakes HTA
for different types of technology (pharmaceuticals, medical devices, surgical procedures, etc) and
provides advice to the relevant decision-makers concerned. It is clear from the Austrian setting that the
decision-makers vary according to the type of technology or indeed the setting in which the technology is
being made available. Such coordination/ central function exists already in the context of medical devices,
where LBl is taking the lead. A comparable process may need to be generated for pharmaceuticals (both

out- and in-patient) and other technologies if this does not exist.

It is not uncommon for the same HTA body to be accountable to or serve different decision-makers, as
reflected by the structure of the health care system. In France, for example, HAS is providing advice to
health insurers on whether a new product should be reimbursed and is also advising separately the

Ministry of Health and the Economic Committee on the pricing strategy based on incremental benefit.

An important set of issues arises from a likely consolidation and coordination and relates to workload and
topic selection. This is also related to the HTA process and whether this is going to be a rapid assessment

or a full HTA. All these involve important trade-offs. A full HTA may be time consuming and it is certainly
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an in-depth assessment of wider costs and benefits from introducing a new technology; it maybe in the
interests of Austrian decision-makers to promote a full HTA for a subset of technologies, particularly those
that have important resource implications. Formal evaluations should be introduced across costly
technologies and a threshold for this purpose should be established. Clarity is therefore needed on topic
selection and the choice between rapid assessment and full HTA. International evidence can provide

detailed steer on the criteria that can be used for this purpose.

Clarity is also needed on a number of parameters regarding the conduct of HTA, such as type of evidence
requirements and the types of evidence that can be admitted into assessment and appraisal; whether the
HTA body will commission further evidence generation or conduct its own analysis, or whether it will rely
on manufacturer submissions; guidance is needed on the comparators used in assessments; guidance is
needed on the methods of assessment and the criteria — beyond costs and effects - that can be used as
part of a deliberative process in the appraisal phase; the role of stakeholder involvement, particularly on
issues such as scoping of assessments, consultation as part of HTA, review of draft reports, among others;
the appeals process and the associated timelines; the timelines for assessment and re-assessment for
rapid reviews, full HTAs and multiple HTAs (if applicable); and the monitoring and implementation of

decisions.

Clarity is also required on the structure and composition of the relevant committee (Technology Appraisal
Committee - TAC) that will review the evidence and make binding funding decisions. The TAC needs to
reflect the stakeholder complexity in the context of each technology type, and the national-regional-local

trade-offs that exist in different circumstances.

HTA in pharmaceuticals deserves particular mention since it is currently internalized and follows the

integrated option in

Figure 68. If an independent, arm’s length HTA body is not forthcoming, disclosure of out-patient drug
assessments would make the current process more transparent. The introduction of an arm’s length HTA
body would enhance transparency of process, among other things, and would be a preferred option. In
the case of in-patient pharmaceuticals, better coordination needs to take place across regions, including
a transparent decision-making process. Again, the independent arm’s length HTA body would be better
placed to undertake this and coordinate across regions, stakeholders and evidence, although, arguably

this may take some time to materialize and build consensus.
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Figure 68: Types of HTA systems

Source: Kanavos, 2017.

5.2.5 Harmonisation of benefits in Austria

Differences in benefits

There are four different types of differences in benefits that need to be examined, namely legally defined
differences in benefits, statue based differences, de facto differences, and differences in benefits due to

contractual policies. The following section will focus on the legal and statute based differences in benefits.
Legally defined differences
Please refer to Volume 2 — Legal Analysis, specifically, sections 3.2.3 to 3.2.5.

Statute based differences
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Each insurance fund in Austria specifies a statute (Satzung), which lists the services covered by a fund.
Unless the template statue, which is defined by the Main Association of the Social Insurance Carriers,
renders a service obligatory, the benefits for some categories of goods and services may differ across
funds. These differences are captured in the latest report on the different statue regulations published

by the Main Association and are present in the following areas:

e Medical aids
e Therapeutic appliances

Dental care

o Orthodontics
o Dentures
e Sickness payment
e Special sickness payment for inpatient stays
e Public health measures (Tick-borne encephalitis vaccine)
e Cost subsidies in the case that contractual regulations are not present, more specifically lump sum
payments for the reimbursement of medical costs
o Non-medical psychotherapy
o Ergotherapy
o Medical home care
o Physiotherapy
o Logopedics
o Freelance massage therapy
o Medical and therapeutic aids
o Paediatric nurses
o Diagnosis through clinical psychologists
o Other
e Travel (journey) costs

e Transportation costs.

The following section provides an overview of the statute-based differences in benefits across funds
(please see Table 29), as well as further descriptions of the differences in benefits for goods or services
with significant variations across carriers, including medical aids, therapeutic appliances, dental care,

sickness pay, TBE-vaccination, travel (journey) costs, and other services such as psychotherapy,
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physiotherapy, ergotherapy and logopedics. It must be noted that in line with §131b (1) ASVG, the
allowance amount offered to the insured for using non-contracted services depends on the financial
situation of the funds as well as the economic need of the insured, which explains some of the current

differences in the size of benefits across funds.

Table 29: Statute-based differences in benefits across insurance funds

Good(s)/Service(s) Differences in benefits in-kind/in-cash across the
insurance funds

Medical aids Allowances vary between the 3- and 8-fold amount
of the maximum contribution base of 166 EUR, i.e.
between 498 EUR and 1,328 EUR.

Therapeutic appliances Allowances vary between the 3- and 8-fold amount
of the maximum contribution base of 166 EUR, i.e.
between 498 EUR and 1,328 EUR.

Allowances for therapeutic aids that are suited to
replace functions of missing or deficient body parts,
vary between 3- and 20-fold amount of the
maximum contribution base, i.e. 498 EUR and 3,320
EUR.

Dental care (orthodontics and dentures) Orthodontics: Patient contribution ranges between
10% and 50% per year of treatment and repair - for
contractually agreed tariffs. Funds may reimburse
50% to 100% per year of treatment and repair — for
non-contractually agreed tariffs.

Some funds, such as the VAEB, BVA, SVA and SVB
may reimburse a fixed annual amount for specific
treatments.

Dentures: Patient contributions for acrylic resin
dentures, metal framework dentures, full metal
crowns on clip teeth and veneered metal-ceramic
crowns for partial dentures and their repairs range
from 10% to 50% of the contractually agreed tariff
rates.

Sickness payment The number of weeks covered is between 26 and 78
weeks. Generally carriers cover 52 weeks.

Special sickness payment for inpatient stays ~ Currently not provided by WGKK, KGKK, TGKK, BVA
and BKK Zeltweg.

TBE-vaccine Allowances range between 2 EUR and 19 EUR.
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Good(s)/Service(s) Differences in benefits in-kind/in-cash across the
insurance funds

Travel (journey) costs Not covered by WGKK, NOGKK, BGKK, KGKK, TGKK,
BKK Wiener Verkehrsbetriebe.

The coverage across the remaining carriers ranges
between 0.07 and 0.10 EUR per kilometre for
journeys without an accompanying persons and
between 0.11 and 0.24 EUR per kilometre for
journeys with an accompanying person. Some funds
include additional criteria for reimbursement, such
as specification of the type of service for which
journey costs are covered.

Transportation costs Not all carriers cover the transportation costs and
among those that do, allowances may vary. The
following carriers do not provide allowances: VGKK,
VAEB, BKK Mondi, and BKK Zeltweg. A number of
carriers do not provide allowances, except for in
specific circumstances or cover a specific
percentage of the tariff cost: NOGKK, BVA and SVA.

The remaining funds offer allowances per route

equal to the amount of the prescription charge.

However, some funds may specify conditions, or
provide allowances that are twice as high as the

prescription charge.

Reimbursement of non-contracted services:  E.g. allowances range between 8.72 EUR and 15
EUR for 30 min sessions. There are additional

Non-medical psychothera
: Ical psye Py differences in contingents of benefits in kind.

Ergo therapy E.g. allowances range between 12.72 EUR and 29
EUR for 30-minute sessions. There are additional
differences in contingents of benefits in kind.

Physiotherapy Differences in the reimbursement of single vs. group
sessions and in the type of therapies, in addition to
differences in allowances. There are additional
differences in contingents of benefits in kind.

Logopedics Covered by BGKK, BKK Kapfenberg, BKK voestalpine
Bahnsysteme, BKK Zeltweg, and SGKK.

Allowances range between 14.53 EUR and 22.09
EUR for a 30-minute session.

223
Volume 1: International comparisons and policy options



Good(s)/Service(s)

Differences in benefits in-kind/in-cash across the
insurance funds

Medical home care

Freelance massage therapy

Medical and therapeutic aids

Paediatric nurses

Diagnosis through clinical psychologies

Other

Not covered by StGKK, TGKK, BKK voestalpine
Bahnsysteme, BKK Zeltweg, BKK Kapfenberg.

The allowances across the remaining carriers vary
between 4.36 EUR and 8.72 EUR per visit.

All carriers, except for the SGKK, TGKK, VGKK and
the SVA, have adopted the allowance amount for
freelance massage therapy, as specified in the
template statute. The remaining carriers have
specified different allowances and/or may cover
additional services, such as lymph drainage.

Not covered by SGKK, TGKK, VGKK.

Some funds cover between 75% and 80% of the
billing amount, deducting the patient contribution.
Other carriers define benefits on a case-by-case
basis or set the amount of the allowance equal to a
comparable tariff service.

Not covered by WGKK, NOGKK, BGKK, OOGKK SGKK,
VAEB, SVA, SVB, BKK Wiener Verkehrsbetriebe.

The coverage across the remaining insurance funds
ranges between 4.36 EUR and 12 EUR during the
day per case and day of care.

Partial coverage of 14.53 EUR only available for
VGKK and BKK Wiener Verkehrsbetriebe.

In addition to the above listed types of services,
there are several other services, for which some of
the funds offer benefits. These services include, e.g.
acupuncture, midwife consultations, sonography,
and CT-guided nerve root infiltration.

1. Medical aids

Medical aids are regulated through §137 ASVG and include, among others, glasses, contact lenses,
orthopaedic arch support, trusses and wheelchairs. The coverage for this category of goods varies
substantially between carriers, with differences in benefits being legally defined with reference to the

statute. For instance, §137 (5) stipulates that insurance carriers cannot bear costs for medical aids that
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exceed a ceiling amount defined in the carrier’s statue. The statute can either define a uniform ceiling for
all medical aids or different ceilings for specific types of medical aids, however, as stated in §108 (3), the
ceiling may not exceed the 10-fold amount of the maximum contribution base (HBG) of 166 EUR, which

amounts to 1,660.00 EUR and refers to the monthly demand.

In the case of allowances for medical aids, the template statute provides for a bandwidth that ranges
between the 3- and 8-fold amount of the maximum contribution base of 166 EUR, i.e. between 498 EUR
and 1,328 EUR. However, in the case of contact lenses the lower bandwidth may be decreased to e.g. the
1-fold amount of the maximum contribution base. This translates into some of the funds bearing costs
that are three times the amount of the maximum contribution base, such as the WGKK, NOGKK, StGKK,
KGKK, and TGKK, while other funds, including OOGKK, SGKK, VGKK, VAEB, BVA, SVA and SVB cover the 8-
fold amount of the maximum contribution base, amounting to a difference of up to 830 EUR per insured

person (please see the table below for a detailed list).

Table 30: Differences in the coverage of costs of medical aids across insurance funds

Insurance carrier Ceilings for the coverage of Ceilings for appropriate repairs
medical costs (based on the
maximum contribution base
(HBG) of 166 EUR)

WGKK
NOGKK
StGKK
KGKK
TGKK
BKK Kapfenberg
BKK Wiener Verkehrsbetriebe 4-fold amount of the HBG 4-fold amount of the HBG
BGKK 5-fold amount of the HBG 5-fold amount of the HBG
OOGKK
SGKK
VGKK*
VAEB
BVA 8-fold amount of the HBG
SVA S TSl e *5-fold amount of the HBG
SVB
BKK Mondi
BKK voestalpine Bahnsysteme
BKK Zeltweg

3-fold amount of the HBG 3-fold amount of the HBG

In addition, it should be noted that the user charges differ between the fund for the self-employed (i.e.

SVA), which is regulated through the GSVG, and all other funds. As such, the user charges for SVA-insured
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persons amount to 20% of the medical aids costs (at least 20% of the maximum contribution base (HBG),
i.e. 33.20 EUR; at least 60% of the maximum contribution base (HBG), i.e. 99.60 EUR for visual aids), while
those of all other funds amount to 10% of the medical costs (at least 20% of the maximum contribution
base (HBG), i.e. 33.20 EUR; at least 60% of the maximum contribution base (HBG), i.e. 99.60 EUR for visual
aids).

2. Therapeutic appliances

As stipulated in §154 ASVG, allowances for therapeutic appliances in the case of mutilations,
disfigurement and physical deficiency may be specified in the statue insofar as there is no claim from the
statutory accident insurance or entitlement to benefits in kind as part of the medical rehabilitation
measures. Both the federal states or the social insurance can be in charge of the coverage of therapeutic
aids, and depending on the case, responsibility may be borne by the accident, pension or health insurance.
Thus, the law does not provide for benefits in kind, except in the case of medical rehabilitation. In practice,
however, there are in some cases contracts for benefits in kind that define tariff rates, although levels of

patient contributions may vary across carriers.

Similarly to medical aids, the allowances for this category of goods vary substantially between carriers,
with differences in benefits being legally defined with reference to the statute. The allowance comes to
90% (80% in the case of the SVA) of the medical costs, however, it cannot exceed the ceiling amount
specified in the statute. Since 2016, this ceiling ranges between the 3- and 8-fold amount of the maximum
contribution base of 166 EUR, i.e. between 498 EUR and 1,328 EUR. However, in the case of therapeutic
aids that are suited to replace functions of missing or deficient body parts, the ceiling can vary
substantially between funds, ranging between the 3- and 20-fold amount of the maximum contribution
base of 166 EUR, i.e. between 498 EUR and 3,320 EUR. For instance, regional funds such as the WGKK and
TGKK provide allowances of up to 498 EUR, while the NOGKK, OOGKK and SGKK can provide benefits in
cash of up to 3,320 EUR (please see the table below for a detailed list), amounting to a difference of up to
2,822 EUR between some funds

Table 31: Differences in the provision of allowances for general therapeutic appliances across insurance
funds

Insurance carrier Ceilings for the provision of allowances for
general therapeutic aids (based on the maximum
contribution base (HBG) of 166 EUR)

WGKK
NOGKK 3-fold amount of the HBG
TGKK
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Insurance carrier

Ceilings for the provision of allowances for
general therapeutic aids (based on the maximum
contribution base (HBG) of 166 EUR)

BKK Kapfenberg
BKK Wiener Verkehrsbetriebe
StGKK
BGKK
KGKK
OOGKK
SGKK
TGKK
VGKK
VAEB
BVA
SVA
SvB
BKK Mondi
BKK voestalpine Bahnsysteme
BKK Zeltweg

4-fold amount of the HBG
4.5-fold amount of the HBG

5-fold amount of the HBG

8-fold amount of the HBG

Table 32: Differences in the provision of allowances for specific therapeutic aids across insurance funds

Insurance carrier

Ceilings for the provision of allowances for

therapeutic aids that are suited to replace

functions of missing or deficient body parts
(based on the maximum contribution base (HBG)

of 166 EUR)

WGKK
TGKK
BKK Kapfenberg
StGKK
BGKK
KGKK
SVA
NOGKK
OOGKK
SGKK
VGKK
VAEB
BVA
SVB
BKK Wiener Verkehrsbetriebe
BKK Mondi

3-fold amount of the HBG

4.5-fold amount of the HBG
5-fold amount of the HBG
7-fold amount of the HBG
8-fold amount of the HBG

20-fold amount of the HBG
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Insurance carrier Ceilings for the provision of allowances for
therapeutic aids that are suited to replace
functions of missing or deficient body parts

(based on the maximum contribution base (HBG)

of 166 EUR)

BKK voestalpine Bahnsysteme
BKK Zeltweg

3. Dental care

The statutes pertaining to dental care are for the most part harmonised across funds and there is a
nationwide uniform contract and fee schedule for conservative surgical services. In addition, since 2015
all children and adolescents until the age of 18, who suffer from severe tooth displacements (=IOTN-4 and
IOTN-5), are eligible for free dental braces, regardless of their fund affiliation. However, in the case of
orthodontics for adults or dentures there may be significant differences in patient contributions or
allowances across funds, as specified in the statutes. For instance, patient contributions for orthodontic
services for insured persons over the age of 18 may range between 10% and 50% of the contractual tariff
rate. In case of treatments without contractually agreed tariffs, insurance funds may reimburse 50% to
100% of the treatment or repair costs. In addition, some funds, such as the VAEB, BVA, SVA and SVB may
reimburse a fixed annual amount for specific treatments. Please see the table below for further reference.

Table 33: Differences in patient contributions for orthodontic treatments (excluding repairs) with
contractually agreed tariffs across insurance funds

Insurance carrier Patient contributions as a percentage of the
contractually agreed tariff rate per treatment

year

WGKK
NOGKK
BGKK
OOGKK
StGKK
KGKK
SGKK
TGKK
SVA
SVB (I0TN < 4)
BKK Wiener Verkehrsbetriebe
BKK Kapfenberg

50%

BKK Zeltweg
VAEB
VGKK*
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BKK Mondi

2 0,
BKK voestalpine Bahnsysteme >%
SVB (I0TN > 4) 20%
BVA 10%

When it comes to dentures, similar differences across funds prevail. For example, patient contributions
for acrylic resin dentures, metal framework dentures, full metal crowns on clip teeth and veneered metal-
ceramic crowns for partial dentures and their repairs range from 10% to 50% of the contractually agreed
tariff rates. Table 34 provides an overview of the differences across carriers for acrylic resin dentures as
an example.

Table 34: Differences in patient contributions for acrylic resin dentures (excluding repairs) with
contractually agreed tariffs across insurance funds

Insurance carrier Patient contributions as a percentage of the
contractually agreed tariff rate per treatment
year
WGKK
NOGKK
KGKK
TGKK >0%

BKK Wiener Verkehrsbetriebe
BKK Kapfenberg

StGKK 40%
BKK Zeltweg 35%
VAEB 30%
BGKK
OOGKK
SVB (max. 25%)
BKK Mondi
BKK voestalpine Bahnsysteme
SVA 20%
BVA 10%

4. Sickness payment

In the event of illness-related incapacity to work, all insurance carriers, except for the SVA, provide
sickness benefits for up to 52 weeks. In addition, the OOGKK, VAEB, BKK Mondi, BKK voestalpine
Bahnsysteme and BKK Zeltweg allow for the possibility to extend sickness pay from 52 to 78 weeks, while

the BVA offers to pay a maximum of 78 weeks of sickness benefit to all of its insured persons. In contrast,
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the SVA offers a support benefit starting on the 43" day of work absence and which is paid for a maximum
of 20 weeks. This benefit amounts to 29.46 EUR per day. In addition to this support benefit, the SVA may
cover up to 26 weeks of sick pay in the case of voluntary supplementary insurance. Insured persons pay a
2.5% contribution rate and can make use of the benefit once the individual has been four days absent
from work. The extension of sickness benefit from 52 weeks to a maximum of 78 weeks can be achieved

through a change in the statue (please see Table 35 for an overview of the differences across carriers).

Table 35: Differences in the coverage of sickness payment across insurance carriers

Insurance carrier Maximum duration of the provision of sickness
payment

SVA
(*Only with supplementary insurance)
WGKK
NOGKK
BGKK
StGKK
KGKK
SGKK
TGKK
VGKK
BKK Wiener Verkehrsbetriebe
BKK Kapfenberg
00OGKK
VAEB
BKK Mondi 52 (-78) weeks
BKK voestalpine Bahnsysteme
BKK Zeltweg

26 weeks

52 weeks

BVA 78 weeks

5. Special sickness payment for inpatient stays

In the case of necessary, inevitable inpatient stays*’ at hospitals, as well as rehabilitation centres as part
of the follow-up treatment, ten of the health insurance carriers pay special sickness benefits, while five

do not provide the benefit (please refer to the table below for an overview).

47 The entitlement to special sickness benefits for inpatient stays is subject to further regulations. Please refer to §30
of the insurance fund statutes.
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Table 36: Differences in the coverage of special sickness payment for inpatient stays across insurance
carriers

Insurance carrier Benefit provided for in the statute
NOGKK
BGKK
OOGKK
StGKK
SGKK
VGKK
VAEB
BKK Mondi
BKK voestalpine Bahnsysteme
BKK Kapfenberg
WGKK
KGKK
TGKK No
BVA®
BKK Zeltweg®

Yes

6. Public health measures: TBE-vaccine

Health insurance funds provide allowances for the insured and their dependents for the costs of tick-
borne encephalitis (TBE-) vaccine, which may range between 2 EUR and 3.70 EUR across regional funds,
between 3.70 EUR and 16 EUR for national funds and between 2 EUR and 19 EUR across all insurance

carriers (please see the table below for an overview of the different allowances across funds).

Table 37: Differences in the allowances of TBE-vaccination across insurance carriers

Insurance carrier Allowance in EUR for the TBE-vaccination
WGKK 2.00 EUR
NOGKK
OOGKK
TGKK 3.63 EUR
VGKK

BKK Wiener Verkehrsbetriebe
BGKK
StGKK
KGKK 3.70 EUR
SGKK
SVA

8 Implementation of special sickness pay is not appropriate.
4 Implementation of special sickness pay is planned.
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Insurance carrier Allowance in EUR for the TBE-vaccination

BKK Kapfenberg 7.30 EUR
VAEB 10.00 EUR
BKK voestalpine Bahnsysteme 12.50 EUR
BKK Zeltweg 15.00 EUR
BVA 16.00 EUR
SVB* (*max. 80% of the actual costs)
BKK Mondi 19.00 EUR

7. Travel (journey) costs

A number of regional funds do not cover travel journey costs (please see Table 10 for a detailed overview).
With the exception of SVB and BKK Zeltweg, the remaining funds offer reimbursement at 0.09 EUR per
kilometre for journeys without an accompanying person and 0.14 EUR per kilometre for journeys with
accompanying persons. The SVB offers 0.10 EUR per kilometre, however, this is only applicable to journeys
for preventive check-ups and public health measures for ill health prevention. Furthermore, the SVB does

not pay benefits in the case of journeys with an accompanying person

Table 38: Differences in the coverage of travel (journey) costs across carriers

Insurance carrier Allowance in EUR per kilometre Allowance in EUR per kilometre
for journeys without an for journeys with an
accompanying person accompanying person
WGKK No
NOGKK
BGKK
KGKK No
TGKK
BKK Wiener Verkehrsbetriebe
SVA 0.07 EUR 0.11 EUR
OOGKK
StGKK
\\iisg 0.09 EUR 0.14 EUR
BVA* *(max. of 0.09 EUR) *(max. of 0.14 EUR)

BKK voestalpine Bahnsysteme
BKK Kapfenberg
BKK Zeltweg
SVB (*only for preventive
check-ups and public health
measures for ill health 0.10 EUR 0.15 EUR

prevention; does not pay
benefits in the case of journeys
with an accompanying person.)
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8. Psychotherapy, physiotherapy, ergotherapy and logopedics

The statute outlines differences in benefits for psychotherapy, physiotherapy, ergotherapy and logopedics
provided by non-contracted health professionals. As such differences can be found in the reimbursement
of single vs. group sessions and in the type of therapies, and allowances. For instance, allowances for
ergotherapy range between 12.72 EUR and 29 EUR for 30-minute sessions, and between 8.72 EUR and 15
EUR for 30-minute psychotherapy sessions (excluding psychologists). Allowances for logopedics
treatments at non-contracted health professionals are currently provided by BGKK, SGKK, BKK Kapfenberg
and BKK voestalpine Bahnsysteme only. However, it must be noted that allowances for non-contracted
health professionals may correspond to the level of benefits-in-kind provided by the respective carriers,
which depend on the number of health professionals they have contracts with. Therefore, a high
allowance for non-contracted professionals may also imply lower benefits-in-kind. Hence, there are
additional differences in contingents of benefits in kind, which are not captured in the statutes and which

need to be examined, in order to harmonise benefits for these services.

Cost of harmonising benefits across funds
Methodology

The scope and level of per capita expenditures for the use of statute-defined benefits vary across funds
and types of services. However, these differences in expenditure do not necessarily reflect cross-carrier
differences in benefits, as there are number of additional factors that can influence the former, including
the risk structure of the insured population, variations in tariffs, differences in entitlement to benefits,
authorisation regimes, service form and quantity. As such, a higher per capita expenditure does not
necessarily imply better benefits for the insured, and individual-based data may constitute a more
sophisticated basis for an analysis of differences in risk structures and benefits across carriers. However,
due to data limitations, this study proceeds with a comparison based on cross-carrier variations in per

capita expenditures.

The following section highlights differences in the per capita expenditures across carriers for medical aids,
therapeutic devices and dentures, using data from the official income statements of carriers for the year
2015 that are provided by the Main Association of the Social Insurance Carriers. Data for psychotherapy,
physiotherapy and logopedics was obtained from the HVSVs Einzelnachweisung drztlicher Hilfe for the

year 2015 and the average per capita expenditures include both contracted and non-contracted health
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professionals. In order to estimate the initial costs of harmonisation for specific goods or services,

unadjusted and risk-adjusted calculations were performed.

For the unadjusted calculations, we present the range and average of per capita expenditures for benefits-
in-kind and in cash across funds. Following, we introduce a number of different expenditure floors and
increase the per capita expenditure (PCE) of those funds, where expenditure levels are below the newly
defined floor. However, if a fund’s per capita expenditure is greater than that of the newly introduced
floor, then the fund’s expenditure levels are not lowered. These artificial per capita expenditures of a fund
are then multiplied with the number of insured persons in order to obtain an estimate of the total

expenditure of a carrier for a good or service when levels of benefits are raised.

Two different floors were employed for this exercise: (1) the average expenditure across all funds and (2)
70% of the highest per capita expenditure within a category of goods or services. At last, the total floor-
based expenditures are aggregated across funds and compared to the present overall expenditures for
specific goods or services. The difference between those two overall expenditures constitutes a basic
bandwidth estimation of the cost of increasing benefit levels, which would resemble a partial or complete
harmonisation of services across funds, depending on the type of artificial floor used for the calculation

(please see Table 39 for results).

However, a number of limitations prevail. For instance, it must be noted that the income statement
includes data on dental treatment and dentures, however, does not specify the costs of orthodontic care.
Therefore, the present calculations only refer to the cost of harmonising dentures across funds.
Furthermore, the cost of harmonising allowances for transportation costs were not included due to
significant regional and geographical differences in proximity to health care facilities, which may
undermine actual differences in per capita expenditures. In addition, recent policy developments have
taken into consideration the differences in benefits for transportation costs and include the aim to
harmonise patient contributions for transportations pertaining to specific treatments, including

chemotherapy, radiotherapy, dialysis and emergency transport, among others.

Similarly, the costs of harmonising sickness pay were excluded, as not only the social insurance
entitlements, but also the labour law entitlements vary across carriers. Hence, merely extending the
duration for which insured are entitled to social insurance sickness pay would not take into account
variations in labour law entitlements, which may explain differences in the duration of sick pay
entitlements. In addition, some funds offer to pay allowances for a longer time period due to the low

number of insured patients applying for the benefit. Last, it must me emphasised that the cost bandwidths
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are based on unadjusted calculations that do not take into account any of the previously mentioned
influencing factors, such as risk structures and variations in tariffs. Thus, the higher expenditure floors
may over- or underestimate actual costs and are not necessarily synonymous to efficient levels of

expenditure.

Therefore, where possible, a sensitivity analysis is performed in which per capita expenditures of funds
are risk-adjusted for age and gender. First, the total expenditures for specific goods or services are
calculated for each risk group within the respective carriers. As this information is not available in the
income statements, the distribution of total expenditures across age and gender groups for medical aids
and therapeutic appliances is derived from the LIVE dataset, which enables the calculation of age-and
gender-adjusted per capita expenditures. The LIVE database is a product that collects information on the
costs of the health insurance benefits used by the insured, who receive a yearly statement on the former.
The data encompasses all carriers except for the SVA and VAEB, who run separate systems to collect data
in order to inform their members about the annual use of benefits. Following, the risk-adjusted per capita

expenditures are raised to one of the two artificial floors, as previously described.

However, there are limitations to this sensitivity analysis. For once, it is noteworthy that total
expenditures for the same category of goods or services differ between these two datasets. For example,
the income statement reports a total expenditure of 729,111,510 Mio for dental care and dentures, while
702,601,048 Mio are reported in LIVE. On the other hand, the total expenditure for medical aids and
therapeutic appliances is with 494,808,415 Mio significantly higher in LIVE compared to the 191,691,415
Mio reported in the income statement, despite not even including data for the SVA and VAEB. Therefore,
the LIVE distribution of expenditures across age and gender may not reflect the actual distribution
corresponding to the income statement. Furthermore, LIVE data on distributions of use across risk groups
are only available for medical aids and therapeutic, as the remaining categories do not apply to the
previously identified statue-based differences. Last, the per capita distributions across risk groups for
dental care combine both dental care and dentures in LIVE. Given that the focus lies on dentures only and
that the per capita distribution for dental care is most likely to differ significantly from that of dentures,

no risk-adjustment is performed.

In addition, there are a number of other population risks that may exacerbate variations in per capita
expenditures and which ought to be adjusted for, such as income levels and employment status.
Furthermore, there are several additional factors that should be accounted for besides the risk structure

of the insured population, in order to approximate the actual costs of harmonising benefits. Therefore, a
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risk-adjustment that accounts for the effects of age and gender on per capita expenditures may somewhat
improve cost estimations of harmonising benefits, however, it is not sufficient to approximate actual

costs.
Results

As presented in Table 39, the per capita expenditures for medical aids and therapeutic appliances,
dentures, psychotherapy, physiotherapy and logopedics vary significantly between funds. However, as
previously emphasised, the differences may be due to several factors that cannot be accounted for in the
present calculations, such as risk structure of the insured population, variations in tariffs, differences in
entitlement to benefits, authorisation regimes, service form and quantity, and therefore should be

considered with caution.

Following the introduction of two artificial expenditure floors, an unadjusted cost of harmonising benefits
across specific goods and services was calculated (please refer to Table 40 and Table 41 for the cost of
harmonising benefits). The initial calculations, which do not account for a number of significant influencing
factors, may provide an initial guidance to approximate costs of a partial harmonisation, however, the
results may deviate to a significant extent from the actual costs, unless further adjustments are made.
Based on the initial calculations, raising the per capita expenditure (PCE) of those regional funds whose
PCE lies below the average PCE-level of all funds, would come at a cost of EUR 148.653.819 Mio, while
raising the PCE of all carriers to the average PCE is estimated to cost EUR 171.075.130.

In comparison, increasing per capita expenditures to a level that equals 70% of the currently highest PCE
could come at a cost that is approximately 2.2 times higher than the cost of introducing the artificial floor
1. For instance, raising the PCEs of funds that currently have an expenditure level below floor 2 is
estimated at a cost of EUR 327.763.167 Mio and EUR 390.117.440 Mio, when harmonising across regional

funds and across all funds respectively (please see Table 42).

Furthermore, when taking into account the age and gender risk-structures of the funds (except for SVA
and VAEB, as data is not included in LIVE) for medical aids and therapeutic appliances, the estimated costs
of harmonising benefits deviate from the unadjusted calculations, ranging between an additional EUR 3.9
and 6.6 Mio. Cost may further deviate if calculations are adjusted for additional risks, such as income, and
for the remaining goods and services other than medical aids and therapeutic appliances. Please see Table

40 and Table 41 for an overview of the cost of a partial harmonisation.
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Overall, the present total expenditure for the described goods and services is estimated to increase
between 0.194% (floor 1) and 0.428% (floor 2) if benefits are harmonised across regional funds only, and
between 0.223% (floor 1) and 0.509% (floor 2) if goods and services are expanded across all health
insurance carriers. However, as previously mentioned, these values need to be cautiously examined due
to the presence of other influencing factors that could not be accounted for. Please see Table 43 and Table

44 for a detailed overview of the total expenditures across different floors post harmonising benefits.

Table 39: Per capita expenditures for different goods and services

Type of Medical aids Dental care Psychotherapy Physiotherapy Logopedics
good/service and . (Dentures
therapeutic
. only)
appliances
Range of the per 16.3-54.4 20.8-60.3 1.2-11.3 6.9-44.5 0.5-33

capita expenditure
across all funds

Average per capita
expenditure across
all funds 30.4 33.2 4.3 20.6 1.9

Average per capita
expenditure across
regional insurance
funds 26.6 25.8 6.1 16.2 1.8
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Table 40: Estimated costs of harmonising benefits for specific goods and services across regional funds

Type of good/service Medical and therapeutic aids Dental care Other health care services
(Dentures only) (psychotherapy, physiotherapy,
logopedics)

Floor 1: average PCE across all funds  €32.582.895 €51.750.530 €64.320.393
Risk-adjusted (age and gender)

€38.496.056
Floor 2: 70% of the highest PCE €79.855.873 €114.931.717 €132.975.577
across all funds
Risk-adjusted (age and gender) €86.412.726

Table 41: Estimated costs of harmonising benefits for specific goods and services across all insurance funds
Type of good/service Medical and therapeutic aids Dental care Other health care services
(Dentures only) (psychotherapy, physiotherapy,
logopedics)

Floor 1: average PCE across all funds ~ €39.190.971 €58.520.453 €73.363.706
Risk-adjusted (age and gender)

€45.104.132
Floor 2: 70% of the highest PCE €98.316.345 €130.888.706 €160.972.388
across all funds
Risk-adjusted (age and gender) €102.229.448
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Table 42: Estimated costs of harmonising a number of specific benefits across insurance carriers

Total cost of harmonising benefits Total cost of harmonising benefits across all
across regional funds in EUR funds in EUR

Floor 1: €148.653.819 €171.075.130
average PCE

across all

funds

Risk-adjusted €154.566.980 €176.988.291

(age and
gender)

Floor 2: 70% €327.763.167 €390.177.440
of the highest

PCE across all

funds

Risk-adjusted €334.320.020 €394.090.543

(age and
gender)

Current €765.736.932
expenditure

for the

specified

benefits

Table 43: Total expenditure and change in expenditure after a harmonisation of specific benefits across
regional funds only

Total expenditure for the specified Percentage change in expenditure of SHI
benefits post-harmonisation

€914.390.742

Floor 1: N19.4%
average PCE
across €920.303.903 720.1%

regional funds

Risk-adjusted

(age and

gender)

Floor 2: 70% €1.093.500.090 NA2.8%
of the highest

PCE across all €1.100.056.943 43.6%
funds
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Total expenditure for the specified Percentage change in expenditure of SHI
benefits post-harmonisation

Risk-adjusted
(age and
gender)

Table 44: Total expenditure and change in expenditure after a harmonisation of specific benefits across
all funds

Total expenditure for the specified Percentage change in expenditure of SHI
benefits post-harmonisation

€936.812.053

Floor 1: N22.3%
average PCE

across €942.725.214 723.1%
regional funds

Risk-adjusted

(age and

gender)

Floor 2: 70% €1.155.914.363 N50.9%
of the highest

PCE across all €1.159.827.466 751.4%

funds

Risk-adjusted
(age and
gender)

5.2.6 Policy options: Harmonising benefits

The aim of a harmonisation of benefits is to provide equal access to a comprehensive set of qualitative
(state of the art) goods and services to all insured persons, irrespective of their association with an
insurance fund. This refers in particular to the regional funds, for which contribution rates are already
harmonised, as well as the care system of the federal and regional public servants and company funds. In
consideration of the differences in benefits that are perceived and criticised by the insured community, a
decree was issued by the Tragerkonferenz in October 2016, followed by a set-up of a working group to
address the present variations in benefits across health insurance carriers. The working group has
identified 23 goods and services that are to be harmonised in a gradual manner, of which the following

eleven goods and services are to be addressed in the first phase: TBE-vaccine, PSA test, transportation
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costs (i.e. patient contributions), endovaginal sonography, wheelchairs, absorbent incontinence products
(e.g. diapers and pads), blood glucose test strip, FreeStyle Libre, orthodontic services, sickness pay (i.e.

family allowances) and special sickness pay for inpatient stays.

Furthermore, a report was published as part of the Tragerkonferenz on 13 June, in which carriers have
agreed to expand the provision of benefits for psychotherapeutic services by one-fourth. The aim is to
extend provision of care from 65,000 patients in 2015 to more than 78,000 patients in 2019 and to grant
access to multi-professional health care facilities for an additional 3,500 children and adolescents.
Although each carrier specifies their own targets for psychotherapeutic services, the recent developments
provide a good example of cross-carrier coordination efforts to define and aspire towards a common goal

of extending and to some extent harmonising the provision of benefits to the insured.

These developments are central to improving access to and provision of goods and services, and ought to
be gradually expanded across other areas, where differences persist. This chapter has described a number
of such areas, including legally and statue based differences in benefits across funds that are identifiable
and of relevance to the insured. For instance, significant variations exist in the coverage of costs of medical
aids and therapeutic appliances, patient contributions and allowances for dentures and orthodontics, the
maximum duration for which sickness pay is granted and allowances for other services such as

psychotherapy, physiotherapy, ergotherapy, and logopedics.

In addition to identifying areas for harmonisation, the financial impact on insurance carriers needs to be
assessed as well. This study has attempted to provide initial cost estimations by introducing a number of
expenditure floors to raise and concurrently harmonise the level of benefits in form of per capita
expenditures across funds, by increasing the expenditure levels of those funds that are e.g. below the
average per capita expenditures. Although the estimated costs need to be considered with caution, as
there are a number of influencing factors that could not be accounted for due to data limitations (e.g.
variations in tariff rates), the estimated cost bandwidths may provide initial insights into the possible
financial impact on insurance carriers and may guide the prioritisation of categories of goods and services
that are to be harmonised in the initial stages. In addition, it is highly suggested to take into consideration
and perform additional studies that account for influencing factors, such as tariff rates, population risk-
factors and volume, in order to further assess and determine actual differences in benefits and to

approximate the true costs of a harmonisation.

Furthermore, a unified collection of high-quality data that is comparable across funds is of central

importance to supporting the harmonisation of benefits. Although there have been significant
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developments in recent years to improve the quality of data, a number of limitations prevail that may
undermine cross-carrier comparability. For once, billing periods, which can be monthly or quarterly, differ
across funds and consequently produce incomparable data. Moreover, the relatively large number
multiple insured obscures expenditure ratios. Therefore, further efforts are required to ensure uniform
data storage and structure. One example would be to extend the LIVE database to the SVA and VAEB, in
order to collect comprehensive and comparable information on expenditures across risk classes, such as

age and gender.

The harmonisation of benefits across areas of concern to the insured is an important step forward and
one that needs to be gradually continued. However, in the longer-term evidence-based mechanisms, such
as health technology assessments, should be employed and fostered to define benefits packages, in order
to inform reimbursement and coverage decisions that promote and extend the provision of (cost-)
effective, safe and qualitative goods and services, while simultaneously ensuring the financial

sustainability of the health care system.

In addition to harmonising benefits, there are other areas that need to be considered and addressed as
part of the aim to improve equity and access to care. For instance, these include structural inequalities

due to current contracting policies and the availability of resources.
Legal considerations

Most of the distinctions between the different branches of the Austrian health care system with respect
to services and benefits in kind could be harmonised by legal acts passed by the national Parliament (even
without a 2/3-majority). This would be possible as long as there is no intensive and/or sudden reduction
compared with the entitlement as it was before, which would be a violation of the constitutional principle

of ‘Vertrauensschutz’.

Legal interventions aiming to harmonisation of benefits could be a problem, too, as far as existing general
contracts (e.g. those with the Chambers of Physicians) are concerned. Such interventions can be justified
under constitutional law, however, by ‘public interest’, (which could be assumed basically with respect to

harmonisation measures) as long as the respective intervention is appropriate

From a legal point of view the easiest way of harmonisation could be pursued by the different health
insurance carriers themselves by coordinating their respective ‘Satzungen’ which would be possible with

regards to all services and benefits that are not strictly determined by legislation.
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The same applies to the ‘Mustersatzung’ released by the ‘Hauptverband’, which is authorised to declare
certain (but — at present — not all) provisions of that Mustersatzung as binding. Harmonisation measures
could be pursued most of all by widening the scope of those binding provisions as laid down in the
Mustersatzung by covering all health insurance carriers which is subject, though, to unanimity in the

‘Tragerkonferenz’, and thus, requiring the consent of all carriers.

Harmonisation with respect to the ‘Krankenfiirsorgeanstalten’ is much more difficult as they are based on
regional law which is under the competencies of the Regional Parliaments (‘Landtage’). So covering the
KFAs, too, would require an amendment to the Federal Constitution or at least coordinated legal acts

passed by each Landtag.

(For details see Volume 2 chapter 3.3.).

Summary of policy options: Harmonisation of benefits

With the aim to initiate a process of harmonisation of benefits in Austria, recent developments have
focused on a select choice of 23 goods and services that are to be adjusted across insurance carriers in
the coming future. Building on these developments, this study has provided an initial estimation of costs
for three broad categories of goods or services, which differ in the scope and level of per capita
expenditures across insurance funds. However, a main driver of these cross-carrier variations constitutes
the difference in tariffs. Therefore, further studies need to be conducted that account for this influencing

factor.

While this study provides initial cost calculations, the harmonisation of benefits is a political decision to
be taken by the government and stakeholders. Even though a harmonisation of benefits is central to
ensuring equity, it is noteworthy that Austria has one of the lowest levels of unmet need in Europe, as
identified in an international analysis of trends in Chapter 3 of this report. Although some European
countries have more comprehensive and uniform benefits packages, they have experienced higher levels
of unmet medical need than in Austria. This is because there are a number of other important factors to
equity, including access to care and the level of user charges, which are not considered major challenges

within the Austrian environment.

There are a number of financing options in the case of a political decision to harmonise benefits. (1) Partial
funding could ensue through a risk-adjustment scheme, or enhanced risk-adjustment scheme, as outlined

in the options in section 4.2.7 (2) Alternatively, or in addition, government funds could be directed to
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insurance carriers that offer a slightly less comprehensive benefits package compared to other funds. (3)
Further funds could be directed to the project by improving efficiency in the system. For instance, a
reduction in hospitalisations could lead to significant savings. However, significant investments in
outpatient and primary care are required in the first instance to maintain high-quality care, whilst
simultaneously reducing hospital admissions, meaning that savings to be used for a harmonisation could
be generated in the mid- to long-term. (4) In addition, better coordination and consolidation could also
lead to efficiency gains, which could be directed in the form of savings to increase coverage of benefits in

Austria.

5.3 User charges

Cost-sharing, theoretically, can improve healthcare efficiency through three main channels (see Figure
69). First, by exposing the patient to price, a rational individual will only consume care that is of high-value
and cost-effective. As outlined within Gemmill et al. (2008), any reduction in consumption of healthcare
as a result of user charges is seen to contribute to allocative efficiency, irrespective of the impact on
vulnerable groups and health outcomes (182). Second, a reduction in healthcare consumption due to user
charges assists in containing expenditure. Third, user charges can raise revenue if they are set at a rate
that does not significantly deter utilisation. This last argument is more relevant in low-income countries
where public funds may not be sufficient to supply adequate levels of healthcare. In such settings,

injections from private resources can improve overall health, given vulnerable groups are exempt (182).

Despite the above three arguments, there is increasing empirical evidence® to suggest user charges may
have the opposite effect. In regard to improvements in allocative efficiency, research has shown that
patients do not have the knowledge to distinguish between high- and low-value care, leading to a
reduction in both necessary and unnecessary care. By delaying or forgoing necessary care, patient
outcomes are likely to worsen, therefore leading to greater long-term healthcare costs. Lastly, the ability
of user charges to raise revenue is limited by exemption policies, which are needed to protect vulnerable
groups (e.g. elderly and/or chronically ill). Specifically, since vulnerable groups consume a
disproportionally greater amount of healthcare services, user charges are unlikely to significantly impact

revenue. Without exemptions, user charges would effectively act as a ‘tax on the ill’ (182).

50 Evidence and aligning references included in the remainder of the report.
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Figure 69: Efficiency argument for user charges

Types of user charges How can user charges improve Empirical impact of user charges
efficiency? on efficiency

Direct Allocative efficiency — Patients unable to distinguish between high
+ Copayments Individuals consume efficiently when they and low value care (reduce consumption of
are exposed to prices both)
* Coinsurance
+  Deductible -
>,_ Containing costs — (Can reduce costs, however, delayed access
Indirect Reduce use of healthcare services/goods to care canincrease long-term costs
* Reference pricing
+  Balance billing Raising revenue — High number of exemptions for intense
Increased revenue for the health system users of healthcare services - without
« Tiered formularies . exemptions, equivalent to a ‘tax on the il

Source: Adapted from (182)

As outlined above, there is limited evidence on the positive impact user charges have on efficiency.
Instead of abandoning cost-sharing, policy-makers have instead begun to link user-charges with incentives
to encourage a reduction in low-value care only (i.e. value-based user charges) (183). Given the patient’s
lack of medical knowledge, this translates into taking the decision of what is considered high-value care
away from patients and to external experts. A number of countries across Europe and the US currently
employ various forms of value-based user charges, which are most common within the outpatient drug

market (183).

The remainder of this section explores the types of user charges, case studies in the European context,

the impact of user charges, value-based user charges, and concludes with an overview of policy options.
5.3.1 Types of user charges and incentives

User charges can be applied to patients directly, which requires a financial payment for certain health care
goods or services, or indirectly through top up payments if only a fixed rate for a drug or service are
reimbursed (see Table 45 and 46 below). Commonly used direct and indirect user charges have been

outlined in the tables below, including associated patient incentives.
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Table 45: Direct user charges and associated incentives

Type of user charge

Definition

Incentive

Co-payments

Co-insurance

Deductible

Paying a fixed fee of the medical

good or service.

Paying a fixed proportion of the
cost of the medical good or

service.

When an insured person is liable
to pay up to a certain threshold of
costs, before the insurance takes
amount or

on a certain

proportion of the costs.

Patient may reduce volume of

services. Regarding drugs,
patients may reduce the number
of prescriptions, while
simultaneously increase the size

of the prescription.

No incentive to switch to cheaper
products unless

differs.

co-payment

Patient may reduce volume of
services, and there is an incentive

to switch to a cheaper product.

When close to the deductible,
there is an incentive to increase
consumption of services to reach
threshold. When not close,
patients have an incentive to
and/or

reduce consumption

switch to a cheaper product.

Source: (182)
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Table 46: Indirect user charges and associated incentives

Type of user charge

Definition

Incentive

Reference pricing (mostly for

prescription drugs)

Extra / balance billing

Multi-tiered formularies

(prescription drugs)

Users have to pay the difference
of the drug price relative to the
maximum the payer is willing to
pay for a particular group of

similar drugs.

Users have to pay the difference
between the amount the payer is
willing to reimburse and the price

charged by the provider.

Typically involve 2-3 layers which
are associated with different co-
payment levels (e.g. first tier
usually generics with low co-

payment).

Patient less likely to consume a

product that is above the

reference price. Incentive to
switch to a cheaper, generic

product.

Patient has an incentive to
consume products/services that
health will

the insurance

reimburse in full.

Incentive for the patient to switch

to generic products.

Source: (182)

5.3.2 User charges in European Social Health Insurance Systems

The share of OOP spending within total health expenditure (THE) differs significantly across countries with

SHIs in Europe. Swiss citizens currently pay the greatest proportion of OOP, followed by Belgium and

Austria. France and the Netherlands, have relatively low OOP expenses, at 6.4% and 5.2% of THE,

respectively (184). In France, this is due to the high proportion of the population covered by private health

insurance to cover additional expenses, while in the Netherlands, the figure excludes the annual €385

deductible.
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Table 47: Out of pocket spending of total health expenditure (%) (2014)

Country OOP as a % of THE
Switzerland 26.8

Belgium 17.8

Austria 16.1

Germany 13.2

Luxembourg 10.6

France 6.4

Netherlands* 5.2

OECD 13.6

High-income 13.3

Source: (184). Note: *Excludes the €385 deductible.

In all European countries with SHI systems, cost-sharing is applied to acute inpatient care and

pharmaceutical sector. At the outpatient level, cost-sharing is employed in all countries except Austria

and Germany. Deductibles are less common with only the Netherlands and Switzerland enforcing such a

mechanism (185,186).

Table 48: User charges in European social health insurance systems

General Acute Outpatient Outpatient
Country Pharmaceuticals
deductible inpatient care primary care  specialists
Depends on Depends on
Austria X v v
insurer insurer
Belgium X v v v v
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General Acute Outpatient Outpatient
Country Pharmaceuticals
deductible inpatient care primary care specialists
France X v v v v
Germany X v X v
Luxembourg X v v v v
Netherlands v v v v
Switzerland N N N N N

Source: (185,186)

Most European SHI systems, have protection mechanisms in place to protect patients from catastrophic

health care expenditures for individuals of low income and the chronically ill; these come in the form of

complete exemptions, reduced user charges, a ceiling of total income spent on user charges, or absolute

ceilings.

Table 49: Protection mechanisms within cost sharing systems

Austria*®

Belgium

Total OOP Inpatient acute care  Outpatient care Pharmaceutical
(sum or % of income)
Exemptions vary: Maximum days pa, Exempt from e-card Cap (2% of net
minimum  pension, exempt: “people fee: children, income)
children, civil  requiring social pensioners and .
" o, " . Exempt: Low-income
servants and “people protection people requiring

requiring social

protection”*

Out-of-pocket cap by
income level

Volume 1: International comparisons and policy options

social protection”

OMNIQ: “preferential
reimbursement” if

income below
threshold: Reduced
copayments

and vulnerable
groups (e.g. people
with infectious
diseases)

OMNIQ: “preferential
reimbursement”  if
income is below
threshold: higher
reimbursement  for
low income
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Total OOP Inpatient acute care  Outpatient care Pharmaceutical

(sum or % of income)

Exempt: chronic, Exempt: chronic, Deductibles capped Deductibles capped
France disabled, pregnant**  disabled, pregnant to €50pa to €50pa
and low income

Total cap by % of Maximum days pa Total cap by (%)
German income (2%) (lower
v for those with chronic
conditions)
Maxi d E t: d f
Luxembourg aximum days pa xemp . rugs for
chronic diseases
Low income receive financial support to pay user charges and premiums, i.e. “Health care
Netherlands PR .
allowance”. Children (up to 18) do not bear any co-pays. Excludes GP consultations.
Total cap ( absolute Not included in cap, Included in general Included in general
Switzerland sum) Exempt: children, cap cap
students and
maternal care
Source: (4)

Note: *Austria: exemptions differ by health insurances (e.g. e-card fee only relevant for GKKs). **France:
low income indirectly exempt through free complementary VHI.

5.3.3 International case studies

France

Outpatient: €1 as well as between 30% to 70% of costs, depending if they are registered with a physician
or specialists or not, and if they are referred to a specialist or not

Inpatient: €18 a day, and €13.50 for patients who require psychiatric facilities (if the procedure is not
costly, then a 20% co-insurance rate applies, as opposed to a €18 a day fee)

Pharmaceuticals: €0.50 per drug box, in addition to a subgroup specific cost-sharing rate

France’s health expenditure not covered by SHI is covered either by voluntary health insurance or by
patients (187). What makes France stand out is its voluntary health insurance system which covers user
charges (while contracts differ, on average they voluntary health insurance covers around 50% of charges)
(187). Thus the existence of voluntary health insurance explains the relatively low OOP spending at just

6.2% of THE in 2014 (the lowest of all OECD countries) (184).
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In France, cost-sharing is required for all four categories: acute inpatient care, primary care, outpatient
specialists, and outpatient prescription drugs (185), as well as any type of care not included in the SHI
positive list (187).°! Co-payments are required in acute patient care in terms of payments per day as well
as a catering fee. Specifically, patients are required to pay €18 a day, this figure falls to €13.50 for patients

who require psychiatric facilities (185).

In primary care, a copayment of €1 is required, as well as 30% of costs if individuals are registered with
a physician and 70% if they are not (185).>2 Specifically, patients who are registered with the GP are
required to pay 30% of €25 (i.e. €7.50) plus an additional €1 (185).

For utilisation of outpatient specialist care, patients also pay €1 as well as 30% of costs or 70% of costs,
depending if they were referred to see the specialists or not (higher co-insurance rate for those who are
not referred) (185). Certain specialist areas do not require referrals, so cost sharing is always 30% for

gynecologists, ophthalmologists, psychiatrists and neuropsychiatrists (185).

Outpatient prescription drugs are subject to a copayment of €0.50 per drug box, in addition to a subgroup
specific cost-sharing rate (185). This is determined by the Service Medial Rendu (SMR), a rating
determined by the severity of the pathology of the medication’s primary indication and by the efficacy
and tolerance of the drug (0%, 35, 70%, 85%) (lower copayment for necessary, more serious treatments)
(185,187). The €0.50 or €1 payments are, despite their traditional meaning, sometimes referred to as
deductibles- they are the value that is subtracted from the amount that the patient would otherwise be

reimbursed (187).

Extra-billing is also prominent among specialist doctors, and to a lesser extent, GPs in private practices.
At present, approximately 50% of specialists and 8% of GPs have the right to bill over the official tariff

rate.

There are various protection/exemption mechanisms in place. For example, as the system is based on
direct payments, that is paying now and being reimbursed later, there are exemptions in place for low
income families (beneficiaries of CMU-C, ACS and AME insurance) and particularly expensive care, such

that the patient is not required to pay in advance of being reimbursed (187). Such immediate third party

51 positive lists outline drugs that are reimbursed. Any products not in the positive list, must be paid in full by the
patient.

52 In France, since 2004 (Medicin Traitan), patients are required to sign with a physician, either a specialist or GP
(depends on the patient’s preference). The vast majority (approx. 99%) register with a GP.
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payments have recently been extended (2016) to include long-term/chronic patients as well as

pregnancies, with plans to include all SHI recipients by November 2017 (187).

Subgroups of individuals, as well as other particular circumstances are exempt from co-insurance.
Specifically, chronically ill individuals, some specific treatments (e.g. abortions/fertility treatments),
occupational injuries, pregnant women, contraceptives until 18 years of age, organ donations and
disabled dependents (187). In total, there are 30 groups of diseases which are exempt and which make

up two-thirds of public expenditure on health.

While low income individuals are not exempt from all co-insurance, they are eligible for free public
complementary health insurance to cover all such costs (187). Low income individuals (i.e. CMU-C and
AME beneficiaries) are however exempt from inpatient cost-sharing (187). Lastly, for all individuals, the
additional €1 or €0.50 payments for outpatient services and prescription charges are capped to a total of
€50 per annum (187). At the inpatient level, there is a maximum co-insurance rate of 20%, however, this

is not applicable for diagnostic or surgical procedures whose costs exceeds €120.

Despite the above exemption policies, unmet need due to financial barriers exists. For example, a 2012
study found that, on average, 18% of National Health Insurance beneficiaries, aged at least 18 years,
reported unmet need in regard to dental care. This figure fell to 10% for optical care needs, 5% for medical
consultations and 4% for other types of care (188).

Figure 70: Unmet care needs due to financial barriers by complementary health insurance coverage
(2012)

50.0%
41.4%
40.0%
30.0%
23.8%
21.6%
20.0%
o 16.2% 15.1% 14.9% 15.0%
10.0% 8.8% 7.8% 0
o ] m B
Dental care Optical needs GP consultations Other
M Private CHI beneficiaries B CMU-C beneficiaries Without CHI coverage

Source: (188)
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Germany

Outpatient: Up until 2012, flat rate quarterly payment for accessing primary care (Praxisgebuehr)
(abolished)
Inpatient: €10 per day, capped at 28 days per year

Pharmaceuticals: 10% copayment of the pharmacy’s sale price of a drug

Co-payments, as well as corresponding exemption mechanisms are central to the German health care
system. At 13.2%, Germany’s proportion of OOP spending within THE is close to the average of OECD or
high-income countries (184), with the highest share coming from pharmaceutical payments (189). The
1989 Health Care Reform Act advocated cost-sharing to raise revenue, make patients liable for part of the
costs, and encourage appropriate use of health care by lowering co-payments to reward positive behavior
(e.g. preventative healthcare) (189). In order to reach the Statutory Health Insurance Modernization Law
(2004) savings expectations, OOP requirements increased (189). Among these policies, was the
introduction of standardised copayments for acute inpatient care, as well as the quarterly payments for
first physician contact at the primary level, the Praxisgebuehr,>® the latter was abolished in 2012 (189).
The reason for the abolishment was the combination of a limited reduction in health care utilisation and

high administrative costs, which resulted in insignificant cost savings (190-192) (see Table 50 below).

Table 50: Germany'’s Praxisgebuehr (primary care co-payment) (abolished)

Germany’s Praxisgebuehr

Type of user charge Co-payment.

Amount €10 for the first visit to an outpatient physician (GP or specialists) or dentist’s

office within a three-month period.

Exemption Those aged under 18 years. Also exempt for preventative medical services (e.g.

health check-ups, cancer screenings).

Duration 2004-2012.

53 Under the policy, all adults within the statutory sickness funds had to pay 10 euros at their first physician visit
within each three-month period. Vaccinations and preventative services are exempt.
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Germany’s Praxisgebuehr

Impact Limited impact on access to physicians after first year (see Table 54 for details).

Source: (193)

The German health care system has co-payments for acute health care as well as outpatient prescription
drugs (185). In inpatient acute care, patients are required to pay a €10 fee per day (185). This is however
capped at a total of 28 days a year (185). Regarding pharmaceutical expenditure, patients pay a 10%
copayment of the pharmacy’s sale price of a drug (185). There is however also a reference pricing system
in place,”* so when a patient insists on a more expensive originator drug, they must pay the difference

between the originator and cheaper generic product (189).

Germany has always placed a strong emphasis on its protection mechanisms. These exemptions however
do not apply for reference pricing differentials that patients are required to pay (189). Protection
mechanisms in Germany come in the form of a total OOP cap of annual household income. Spending is
capped to a maximum of 2% of household income for healthy individuals, and at 1% for chronically ill
(189). Chronically ill is defined by either requiring long-term care, being severely disabled or providing a
certificate from a doctor about the importance of continuous treatment (189). Furthermore, individuals
with ‘extraordinary spending’ which is defined on a case-by-cases bases may be eligible to apply for an

exemption from income tax (189).

Netherlands

Outpatient: €385 annual deductible, which applies to specialist outpatient care (not GP consultations),
inpatient care and pharmaceuticals.

Further user charges subject to each individual’s health insurance plan.

The proportion of OOP spending within THE in the Netherlands is the lowest of the European SHI systems
at 5.2% (184). Since 2014, there has been an increase in the OOP spending mainly due to an increase in

the mandatory deductible (194).

54 There exists internal and external referencing price. The former uses the prices of drugs already on the national
market with similar therapeutic effects to determine the cost of the new drug, while the latter looks at the cost of
the same drug in other countries to determine price.
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In the Netherlands, there is limited cost-sharing beyond the compulsory deductible, which is set at €385
per annum and applies to all individuals 18 years and above (194). The logic behind the deductible is to
reduce moral hazard, which it seems to be doing as approximately only half the population reach the full
amount of the deductible (194). This deductible applies to the use of most health care services including
outpatient prescription drugs and diagnostics, but does not include GP consultations, maternity care,
home nursing and integrated care in primary care settings (diabetes, chronic obstructive pulmonary
disease, asthma, cardiovascular risk management), as well as care for children (194). Patients are thus
not liable to pay any user charges for outpatient GP care, while outpatient specialist care, outpatient

prescription drugs, as well as inpatient care are subject to deductible payments (194).

The amount of cost-sharing beyond the deductible depends on individual’s health plan (194). Patients
also have the choice of an additional ‘voluntary deductible’, the value of which they can choose
themselves (between €100-€500 per year), which acts to lower their premiums (the reduction of the
yearly premium is approximately 50% of the voluntary deductible amount) (194). The voluntary
deductible is applied across the same care sectors as the compulsory deductible, however, only a small
although growing proportion of patients opt for this option (i.e. approximately 12% of the insured

population, of which 69% choose the maximum deductible amount) (194).

In-kind policies may limit reimbursement to contracted providers, while restitution policies offer free
choice of provider, however, compensation for services is only made up to an amount set by the insurer
(194). The majority of individuals choose an in-kind policy, while only a small minority chose a selective
policy, which covers less contracted providers than a normal in-kind policy (194). Thus cost-sharing would
occur if patients covered by in-kind policies choose providers which are not contracted by their insurer.
Although, under Dutch law there exists freedom of choice which means that such co-payments might not

form a material barrier to visit a provider of choice.

The Netherlands has also implemented certain value-based user charges schemes (explained in further
detail in the next section of this chapter). For example health insurers have the option of offering a scheme
where deductibles are not charged if preferred medicines are used, preventive health programs for
certain diseases are followed, or contracted providers are chosen (194). Furthermore, there is a reference
pricing system in place, in the sense that after the general deductible is reached, there is no cost-sharing
for outpatient prescription drugs, except for the price differential between generic drugs and chosen

branded drugs (185,194).
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There are no exemptions to the deductible or contributing to SHI premiums (194). Low income individuals
receive a ‘Health Care Allowance’ which is based on the average premium by insurers and the compulsory
deductible (194). This is paid in advance of every month and surplus finances or deficits are balanced out
on an individual level (194). Chronically ill and disabled individuals are not exempt from user charges
either (194). However, low income beneficiaries were fully compensated for the substantial increase of
the deductible in 2013 in their healthcare allowances. Also municipalities, are allowed to and often do,
offer group plans to people on welfare that bear lower user charges (due to pre-payment of the

deductible).

5.3.4 User charger policies in Austria

Out-of-pocket payments in the Austrian healthcare system

As of 2015, Austrian citizens spent €8.57 billion on voluntary health care payments (€2.28 billion) and
household OOP payments (€6.29 billion). For voluntary healthcare payments, patients typically spend
their funds on inpatient curative and rehabilitative care (i.e. 48%), followed by governance and health
system financing administration (25%). For household OOP payments, the largest item of expenditure
relates to outpatient curative and rehabilitative care (37%), with inpatient care accounting for just 7% of
overall expenditure. When combining voluntary healthcare and household OOP payments, 29% of all
private expenditure is targeted at outpatient, rehabilitative care, followed by medical goods at the

outpatient level (26%), and inpatient care (18%) (see Figure 71).
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Figure 71: Share of voluntary household expenditure and household OOP by type of care (Austria, 2015)
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Source: Statistics Austria (System of Health Accounts)

In terms of trends, between 2004 and 2013, private healthcare expenditure per capita (constant prices)
have been increasing across all levels of care. In particular, preventative care and long-term care rose by
88% and 45%, respectively. Inpatient care, on the other hand, grew by just 1% over the specific period

(see Figure 72).
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Figure 72: Percentage change in per capita private expenditure between 2004 and 2013
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In terms of pharmaceuticals, the majority (64%) of private expenditure is spent on over over-the-counter
medicines. The remaining 36% of private expenditure was spent on prescribed medicines (30%) and other
medical non-durables (6%) (see the figure below). The relatively low proportion of private expenditure
on prescribed medicines is due to the high level of subsidisation via government schemes and social health

insurance (i.e. 88% of total prescribed medicine expenditure).
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Figure 73: Share of private pharmaceutical expenditure (2015)
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User charges in social health insurance

Outpatient: Depends on the insurer (varying rates of co-insurance across health insurers)

Inpatient: Co-payment between €12-20 per day (capped at 28 days), with rates varying across regions
and insurance status

Pharmaceuticals: flat rate payment of €5.85 per packet of drugs (with an expenditure cap at 2% of the

individual’s net income)

An overview of user charger arrangements across all social security institutions in Austria is provided in
Table 52. Social insurance carriers all offer different user charges, with the exception of copayments for
pharmaceutical products. Specifically, all insurance carriers charge a flat rate payment of €5.85 per packet
of drugs. If the cost is below €5.85, then the patient must pay the full amount (e.g. if the cost is €4.00, the
patient must pay €4.00). To protect vulnerable groups, there exist prescription fee exemptions. Latest

data show that 517,601 people received permanent exemption status.>®

55 Information provided directly from the Ministry of Labour, Social Affairs and Consumer Protection.
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Table 51: Exemption policies for pharmaceutical prescription fee

Group Description Law

General exemptions e Contagious disease
e Young men in civilian service
and immediate relative
e Asylum seekers
Decree by the HVSV according

Exemptions for social reasons
to §31(5)16

Those on low pensions
(automatic) e All insured when REGO has

been reached

Those under a certain

Exemptions for social reasons

(require application process) income threshold

Source: (68)

In a positive move, a cap on pharmaceutical expenditure was introduced at 2% of an individuals’ net
income (excluding inpatient drug expenditure). Previously, those who are financially vulnerable and/or
those with chronic conditions were not protected against high drug expenditure. In 2015, 400,506 people

reached this threshold.>®

For outpatient services, regional insurance carriers (GKKs) charge an €11 service fee for the e-card each
year. In regard to healthcare services, patients who seek medical care from non-contracted doctors will
only be reimbursed 80% of the cost charged by contracted doctors, and thus pay the remaining 20% OOP
(plus an additional cost if the non-contracted doctor charges more than the contracted fee). A co-
payment for medical aids is also required of GKK insurees. Lastly, relative to wealthier funds, GKKs offer

less benefits, which increases the level of indirect OOP for their insured populations.

Other insurance carriers, with the exception of the SVB, employ a co-insurance rate between 14-20% on
all outpatient services. The SVB, on the other hand, charge a flat-rate payment of €9.61 per quarter if the

patient accesses medical care.

%6 |bid.
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In addition to the traditional user charges outlined above, the SVA and VAEB have experimented with
value-based user charges. Specifically, the SVA reduces the co-insurance amount from 20% to 10% if the
patient achieves preventative healthcare goals agreed with by their doctor (e.g. weight, physical exercise),
while the VAEB repays €1 per medication package if a patient switches to a cheaper generic product (see

figure below for further details).

Figure 74: Value based user charges within Austria’s social insurance system

The SVA has introduced a ‘Be Healthy on Your Own’ program which aims to encourage people to take
better care of their health. To achieve this, the SVA will reduce the co-insurance rate for medical and
dental care from 20% to 10% if the patient makes improvement in one of the following five areas:
weight, physical exercise, tobacco consumption, alcohol consumption, and blood pressure. Exemptions

are rewarded for all areas, except alcohol and tobacco consumption (e.g. pregnant women).

The co-insurance rate is also reduced for those with Type 2 Diabetes who engage in the Diabetes

Disease Management Program (Therapie Aktiv).

Data on participation from 2012 (latest available) revealed low participation rates across all income
groups. Specifically, participation in preventative check-ups (which are required to receive the co-
insurance reduction) ranged between 7.5% to 14.9% depending on the income rate at which the
individual’s contribution rate was set (those in the lowest income group were the least likely to

participate).

The VAEB offers a simpler value-based user charger program, that is, the ‘Best-Price-Euro’. Under this
program, insurees are reimbursed €1 per medication package if they switch to a cheaper generic

product.

Source: (195)

In 2015, patients spent €708 million on user charges within Austria’s social insurance system. Drug
prescriptions represented the highest share of user charges at €409 million, or 58% of all user charges.
This result is not surprising given all health insurance carriers implement user charges for pharmaceuticals.
The second largest component of cost-sharing in Austria relates to medical practices at €152 million, while

the smallest component is made up of the e-card fee charges by regional carriers (€38 million).
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Figure 75: Revenue generated from user charges in Austria (millions) (2015)
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Source: Information provided by the Ministry of Labour, Social Affairs and Consumer Protection
(sourced from Finanzstatistik 2015)

Total fees (user charges and cost-sharing) as a proportion of total income differs across each health
insurance carrier. Drawing upon 2013 data, user charges represented between 3.4% (all GKKs) and 7.4%
(SVA) of total income. On average, 4.2% of total income is made up of revenue from cost-sharing (see

Figure 76).

Figure 76: Share user charges and cost sharing in total income, 2015
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Source: Information provided by the Ministry of Labour, Social Affairs and Consumer Protection (sourced
from HVSV)

262
Volume 1: International comparisons and policy options



The final figure within this section compares the cost per insuree between total fees, cost sharing and

user charges, and only user charges. User charges for GKKs and BKKs is €0, which reflects the fact, that in

technical terms, these carriers have not implemented user charges (i.e. only the €11 e-card service fee).

For all remaining carriers, the proportion of user charges within OOP varies significantly. For example,

68% of OOP within the SVA can be attributed to user charges, compared to 41% within the SVB and VAEB.

For further information, please see Volume 4 — Situational Analysis.

Figure 77: User charges per insuree across health insurance carriers (2015)
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Table 52: User chargers for services among Austrian social security institutions

Type of service ASVG? GSVG?® BSVG® B-KUVG? VAEB
. . . €9.61 contribution per  10% of the contractin Treatment
Medical assistance €11.35 services per 20% (or 10%) co- 9.61 contribution pe 0% . ¢ C.I 8
lend b . tec treatment authority for certain contribution of 7% of
calendar year Insurance rate services defined inthe  ha contract rate®
Articles of
Incorporation
Dental treatment: As above As above As above Co-insurance rate of Co-insurance rate of
Preservative-surgically 10% 20%
Dental treatment: . Additional payment of . .
. . As above Additional payment of P y. Co-insurance rate Co-insurance rate of
Orthodontics (jaw regulation) ) 50% of the tariff costs
50% of the respective between 10-20% 30%
contract

Children and adolescent services - - - - -
Dentures €11.35 services per 20% of the insurer's Additional payment of Co-insurance rate of 30% co-insurance rate

calendar vyear (same costs 25% for total plastic 10%

charge as that specified rostheses 50% for

& P ] 50% of contract for P °
under ‘medical metal framework
] | skeletal metal N d |
assistance’), us . ) rostheses and staples
o ) P prosthesis and solid P P
additional payment
ding to Articles of metal crowns  on
according to . .
g bracing teeth  with

Hospital care

Drugs
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10% for the first 4
weeks of nursing care
Only for relatives®

partial denture

10% for the first 4
weeks of nursing care

€5.85 prescription fee
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Type of service

ASVG? GSVG?® BSVG? B-KUVG®

VAEB

Medical aids

Aids

Sick pay

Health insurance (nach § 139
Abs. 2a and 2b ASVG)

Rehabilitation

Screening/medical check-ups of
adolescents

Public health

Organ transplant (registration
and registration costs)

Medical home care

Maternity benefits

Co-insurance rate of 10%, minimum €33.20) (for visual aids min. 99,60 €)f

Co-insurance rate of Co-insurance rate of Co-insurance rate of Co-insurance rate of
10% (minimum €33.20) 20% (minimum €33.20) 10% (minimum €33.20) 10% (minimum €33.20)

Not provided Not provided Not provided

- Not provided Not provided -

Cost of the KVT

-8 -8 -8 _g

Co-insurance rate of
10% (minimum €33.20)

_g

Note: 2 ASVG: GKKs, BKKs, PVA, AUVA; GSVG: SVA and AUVA; BSVG: SVB; B-KUVG: BVA. ® Amount for the calendar year 2018; The collection will take place in
November 2017. Pay lower contribution rate if health goals are reached. ¢In the case of the use of medical assistance within the framework of the pilot project
"diabetes mellitus health diabetes" as well as within the framework of the mobility project model region Mirztal pilot project "Movement as a drug", the
treatment contribution must be 0%. ¢ Cost contributions to be made on basis of national legislation, provided health insurance hasn’t collected deductibles under
social insurance law. f Cost of takeover by insurance carriers is up to a maximum amount as outlined in Articles of Association. Maximum amount differs across
insurers. 8 Corresponding costs must be paid for medicinal products and medicinal aids.
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5.3.5 Impact of user charges

Over the past 30 years in the EU, there has been a shift from public funding (through taxes and social

health insurance) towards private funding (particularly through OOP payments) (196). As previously

mentioned, the evidence around user charges has not directly aligned with what economic theory would

suggest. More specifically, there have been concerns about the impact of user charges’ impact on a health

systems’ efficiency, health outcomes and equity.

An overview of the impact of user charges on equity, demand for healthcare services, and expenditure is

provided below.

Table 53: Impact of user charges

Area

Impact

Equity

Demand for healthcare

Expenditure

Essentially a ‘tax on the ill’, given this group consume a relatively high

proportion of healthcare services.

Low-income individuals less likely to access healthcare services.
Reduction in necessary and unnecessary healthcare services as patients
unable to always distinguish between and high and low value healthcare.

Impact on patient often limited by influential role of doctors in prescribing

(drugs).

Impact depends on level of user charge (i.e. price inelastic if user charge

makes up small % of income).

No clear evidence on impact — can reduce expenditure in the short-term,
however, long-term costs can increase due to delays in accessing care

(‘squeezed balloon effect’).

Limited impact on expenditure if there are numerous exemptions.

Source: See descriptions below.
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Impact on equity

User charges may lead to an unequal reduction in health care utilisation and thus health. Specifically, in
Western countries, such as Austria, a small proportion of the population (e.g. the elderly and/or
chronically ill) contribute to a significantly higher proportion of health care expenditure. This is
demonstrated in Figure 78, which shows the proportion of the German population and their aligning
healthcare expenditure. Specifically, 5% of the population in Germany consume 53% of total healthcare
expenditure (24% in the Netherlands), this figure increases to 79% for 10% of all patients. Similar results
are found in France where 20% of the top healthcare consumers make up 60% of total user charges (i.e.

average yearly user charge of €1,327 for the top 20% compared to €182 for the remaining 80%) (197).

Given most healthcare expenditure is consumed by a relatively small group of patients (i.e. the sick and/or

elderly), user charges essentially act as a ‘tax on theill’ (198).
Figure 78: Distribution of health expenditure for the German population
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As those who are unhealthy are more likely to be from lower socio-economic backgrounds, user charges
have an even greater impact on access to care for vulnerable groups. For example, as discovered within
the RAND HIE (199) and confirmed through various other studies, low income individuals, and other

vulnerable groups, are more likely to forego care, including essential care, in response to user charges
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(see Table 54) (182,200). A recent detailed case study from the Netherlands the impact of the annual

deductible on access to specialist medical care is provided in Table 55.

Table 54: Impact of user charges on equity (overview of academic studies)

Study Country Description

Riickert et al. (2008) Germany Germany’s Praxisgebuehr (primary care flat rate payment)
delayed access to care for young/healthier people.

In regard to per capita income, 67.9% of those on ‘very little
income’ delayed seeing a physician, compared to 42.6% of
those on ‘very high income’.

Schoen et al. (2010) Various* In all countries, except the UK, those on below average income
were more likely to have experienced ‘at least one access
barrier due to cost’ (e.g. in Germany, 27% vs 17%, and in the
Netherlands, 13% vs 3%).

Chandra et al. (2010) us Retirees in poor health had greater reductions in spending on
physician visits and prescription drugs than those in good
health (3% and 8% reduction in physician visits and drugs,
respectively, for health retirees compared to 15% and 27% for
unhealthy retirees).

Chernew et al. (2008) US Patients from low-income backgrounds are more sensitive to
drug co-payments than middle- to high-income patients (i.e.
low-income patients less likely to adhere to medications,
particularly for Statins).

Source: (193,200-204)
Note: *Australia, Canada, France, Germany, Netherlands, New Zealand, Norway, Sweden, Switzerland,
US and UK.
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Table 55: Case study - Impact of the Dutch compulsory deductible on specialist referrals

Setting

In the Netherlands, patients are charged a €385 deductible per year. At the outpatient level, the
deductible is charged to outpatient specialists, but not GP consultations. The deductible is charged if

the patient follows the GP referral to a medical specialist.
Objective

To determine the impact of the deductible on non-compliance with medical specialists care (i.e.

patients not following up with GP referrals to specialist).
Results

Between 2008 and 2013, the annual deductible increased from €150 to €385 per year, over the same

period, the non-compliance rate grew by 7 percentage points (i.e. from 20% to 27%).
Non-compliance rates were higher for:

e younger patients (i.e. 31% for those aged 25-39 years, 26-27% for older patients, and 25% for
children)

e those with multiple chronic diseases (i.e. 28-29% for those with at least 1 chronic condition,
compared to 26% for those without a chronic condition)

e those living in urban deprived areas (i.e. 28% for those living in urban deprived areas, compared to

27% for those in other areas).
Source

Van Esch et al. (2017). Increased cost sharing and changes in noncompliance with specialty referrals in

The Netherlands. Health Policy, 121, pp.180-188.

Source: (205)

Impact on demand for healthcare

One of the main aims of user charges is to shift financial responsibility to the patient to reduce

unnecessary health care utilisation. A systematic review of recent evidence confirms that the vast majority
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of studies show that user charges reduce the use of emergency department, outpatient prescription

drugs, general practitioners and specialists (206).

Evidence, both from the RAND HIE (207), as well as recent literature reviews have confirmed that
individuals do respond to the existence or to increases in user charges by reducing their health care use
(182,200,206,206,208). However, the argument that user charges increase efficiency relies on the
assumption that patients have the information and knowledge to make rational judgements and decisions
over the necessity of particular health care interventions. Evidence has shown that this assumption does
not hold for the majority of patients. Both the RAND HIE (199,207), as well as various reviews and studies
have confirmed the inability of most patients to distinguish between high and low value care. As a result,

user charges often lead to a reduction in both essential and nonessential care (182,183,200).

With regards to outpatient care, a systematic review of the literature found that user charges do reduce
utilisation, however a few outliers saw no effect (206). Evidence on the impact of the German
Praxisgebuehr does show a slight reduction in outpatient physician visits, but not significant enough to
generate cost savings (191,192). Further, the impact of the co-payment on demand was only apparent

during the transitory year in 2004, after which demand for physician visits remained the same (191).

The impact of user charges on utilisation differs by the amount of the user charge, as well as the
population subgroup. In regards to the user charge amount, in Sweden, where user charges make up a
relatively low proportion of income, their increase over time had a minor impact on health care utilisation
(i.e. patients are price inelastic when user charges are low) (209). The impact of user charges on healthcare
utilisation also depends on the relative power of other stakeholders. For example Gemmill et al. explain
the limited response to prescription drug charges, due to the influential role of doctors in prescribing,
which means patients’ drug demand is relatively price inelastic (182). Moreover, healthy patients are
more likely to reduce health care use in response to higher OOP than chronic patients as their health care
use is generally not as essential to their immediate health (182). However, the difference in reduction in
health care use between high and low income individuals, due to OOP payments representing different

shares of their income, leads to equity concerns.
Impact on health expenditure

Pharmaceutical spending: Gemmill et al. confirmed in their review of OECD countries, that the impact of

user charges on total prescription drug expenditure and drug prices are unlikely long term (182). Most

included studies find that increased cost-sharing resulted in a slight reduction in total pharmaceutical
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expenditure and a shift of cost burden to patients, however the magnitude of the impact on total cost
depends on the amount the user charge increases costs, as well as the types of drugs or which segment

of the population it targets (182).

There is limited evidence of the impact reference pricing has on long term pharmaceutical expenditure.
Gemmill et al. suggest that it is unlikely that such user charges can give long term pharmaceutical cost
control, rather this mechanisms simply shifts costs towards patients (182). Their review does find evidence
of drug prices dropping in response to reference pricing, however findings suggest that changes in drug
prices are likely to cancel out - i.e. while some drug prices drop, others increase to meet the reference
price (182). Thus, the introduction of reference pricing is unlikely to lead to a decrease of pharmaceutical

expenditure at a given level of consumption.

Total health expenditure: The impact of user charges on total health care spending is not unanimous with

studies finding both a positive and negative impact on long term expenditure. The RAND HIE brought the
expectation that total spending may decrease in response to increased cost-sharing (199). However,
reviews of the literature ever since conclude that the effect of cost-sharing on total health care
expenditure is more likely to be an increase (182,200). The potential for a so-called ‘squeezed balloon’
effect as well as increasingly expensive new technologies are considered potential barriers to a reduction
in spending (183,200). The squeezed balloon effect refers to the shift in costs from
preventative/maintenance health care to more acute health care (183,200). The RAND HIE, as well as
reviews of studies ever since, have confirmed the possibility of such an increase in total health costs
(199,200). Gemmill et al.’s literature review finds that prescription drug charges are likely to lead to an
increase in costs due to increased usage of alternative services such as in-patient care, long-term care, as

well emergency department admissions (182).

Outpatient specific studies suggest similar results. In addition to the German Praxisgebuehr not generating
sufficient cost saving due to limited response from patients (191-193), the policy resulted in high amounts
of administrative costs, which caused its abolishment (190). Moreover, supporting the squeezed balloon
hypothesis, decreased preventative care utilisation may also result in increased intensive/acute care costs
in the long run. For example, a Danish study found that high risk individuals were almost twice as likely
to attend a heart disease screening if it was provided free of charge rather than if they had to pay a fee

OOP (210).

The distribution of health spending across populations is highly skewed given the majority of services are

used by a narrow segment of the population (e.g. elderly, those with chronic conditions) (see Figure 78).
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Since increased cost-sharing has a greater effect on healthier patients, it is likely to skew the spending
distribution further (i.e. healthy will consume even less) (200). Chronically or acutely sick people are
unlikely to be as affected by an increase in cost sharing, given their lack of control after initiating treatment

(200), as well as treatment being essential for many chronically ill patients.

Lastly, the impact of user charges on controlling health care expenditure is limited given the existence of

numerous exemption policies to protect vulnerable patients.
5.3.6 Protection mechanisms

The above-mentioned impact on equity highlight the importance of protection mechanisms for vulnerable
groups. Such protection mechanisms come in forms of capping total OOP spending, reduced fees, as well
as exemptions. All the considered European SHI Systems have some form of protection mechanism in

place (see Table 49). Such mechanisms have the potential to improve health care efficiency and equity.

Analysis of the variation of equity in health by type of health insurance finds that annual caps or
exemptions reduce the likelihood that those on low incomes and/or chronically ill will avoid treatment
due to costs (203). A recent Swedish analysing access to healthcare by education level over time found
that among people of poor health, those who are less educated have lower access to care (209). However,
they do find that the increase in user charges over time, only had a marginal impact on the extent of the
inequality in access to care, which they attribute to both relatively low levels of user-charges as well as

Sweden’s extensive protection mechanisms, such as their payment cap to protect the chronically ill (209).
5.3.7 Value-based cost sharing

The negative impact of user charges on equity, access and healthcare expenditure has led to an increase
in the employment of value-based cost sharing. Value-based cost-sharing entails nudging individuals
towards more essential or more valuable care, in order to decrease the likelihood of patients limiting their
access to essential care. The intended goal is minimise waste and spending on health and thus maximise

efficiency.

Cost-sharing can target health care utilisation towards high value-care, both through rules/mandates, as
well as through incentivising patient or provider behaviour (211). Mandating a reduction in low-value care
use can be, for example, an automatic switch from a branded product to a generic if available (i.e. generic
substitution) (211). It has been shown that value-based user charges have the ability to increase use of
high-value services and drugs, however they may bring with them high administrative costs, as well as

equity concerns (211).
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Across European SHI systems, value-based approaches have been applied to encourage utilisation of

preferred providers, more effective outpatient prescription drugs, generic utilisation, as well as use of

preventative services or behaviour (see Table 56).

Table 56: Value-based approaches across providers, outpatient prescription drugs and prevention

Policy area

Policy

Country

Outpatient drugs

(therapeutic value)

Outpatient drugs

(clinical indication)

Outpatient drugs

(clinical indication)

Outpatient drugs

(relative price)

Prevention

Use of preferred

providers

Differential cost sharing by level of
clinical effectiveness (less cost-sharing

for more effective)

Level of cost-sharing dependent on

severity of disease to treat

Patients must meet clinical conditions

to determine effectiveness

Lower cost-sharing for cheaper drugs
vs higher cost-sharing for drugs with a

generic alternative

Preventative behaviour incentivised
through bonus schemes, or different

co-payments

Cost-sharing determined by whether

the provider is preferred or not

France

Belgium, Finland, France, Norway

Finland

Belgium, Denmark, Finland, France,

Germany, Netherlands

Belgium, Germany

Netherlands (limited — insurers can

offer this, but are not obliged to )

Source: (211)

Value-based cost-sharing: prescription drugs

Value-based cost sharing is most commonly applied to outpatient prescription drugs. Within this context,
value, can refer to a range of factors such as economic or therapeutic value, clinical indication/therapy
area/patient need, or relative prices to substitutable drugs (211). Majority of the literature on value-

based cost-sharing revolves around reference pricing. Reference pricing is expected to both switch
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patients’” demand to cheaper generic drugs, but also to reduce prices of pharmaceuticals subject to

reference pricing regimes, and reduce total pharmaceutical expenditure.

Various systematic reviews have shown that reference pricing can in fact effectively shift prescription drug
use to cheaper drugs (212,213). However, there is evidence of contrary results, for example, Swartz in her
review argues that this may be due to a lack of patients’ understanding of the interchangeability of
branded and generic drugs (200). Regarding impact on pharmaceutical expenditure, reference pricing can
decrease prices of some products, while cheaper generics may raise their price to meet the reference
threshold, this cancelling out any 