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Cost containment has captured the attention of health policymakers in most
OECD countries, and deliberations about creating powerful financial incen-
tives dominate health care politics. Some European health systems are
now implementing hospital payment schemes that mirror the U.S. model of
diagnosis-related groups (DRGs) and are raising premiums and copayment
levels in an effort to limit public expenditures. Though financial incentives
may indeed help rein in health expenditures, focusing predominantly on
financial incentives hinders due consideration of needed structural reforms
that improve the continuity, quality, and appropriateness of health care service
delivery. This article focuses on the structural specifics of two legally enacted
health insurance systems (Germany and Austria) and two national health
systems (Great Britain and Denmark) to discuss the influence of structural
characteristics on cost-containment efforts. Structural reform strategies
discussed include increasing reliance on general practitioners, improving
coordination of community and hospital-based specialty care, addressing
the stark divide between ambulatory and hospital-based care that exists in
some European health systems, and improving continuity of care by better
integrating medical and social care sectors. Also discussed is the relative
focus on financial incentives versus structural deficits in recent European
health care reform strategies.

As the major focus of health care politics, health expenditures have recently
captured the attention of policymakers in most OECD (Organization for Economic
Cooperation and Development) countries. In contrast, political deliberations about
reforming the organization and delivery structure of health services are often
limited to assessing the impact of cost-containment measures, in that policymakers
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frequently seek to curtail those services that, when rationed or eliminated, are least
likely to adversely affect insured persons or, at a minimum, are least likely to
trigger much public opposition.

For some time now, the debate about reining in health care expenditures has
largely centered on creating financial incentives to reduce both the demand for
health services by consumers and the supply of services offered by providers.
Demand-side incentives include instituting or raising copayments for certain
insured health services, particularly dental prostheses, eyeglasses, or more sig-
nificantly, prescription drugs. Yet especially for pharmaceutical consumption,
there is little international evidence to demonstrate that higher copayments suc-
cessfully moderate utilization (1, 2; note that OECD Health Data 2000 are 1998
data, except 1996 for Denmark), and when this appears to be the case (3), one
must question whether attempting to stem the demand for prescription drugs by
primarily shifting the cost burden from health insurers to insured persons in
the form of higher copayments is really an appropriate health and social policy
goal (4, 5).

In the name of cost containment, powerful financial incentives have also
been implemented in the hospital sector of many OECD countries, and these
incentives have had a strong influence on the availability and provision of
inpatient services. In many countries, for example, policymakers have imple-
mented hospital payment schemes that mirror the U.S. model of diagnosis-related
groups (DRGs) (6), with the aim of shortening hospital lengths of stay in order to
reduce inpatient health care costs. However, the rate of hospital readmissions
has subsequently risen in many of these countries, which appears to negate the
relative effectiveness of such cost-containment efforts.

The point here is not to argue that financial incentives have no chance of
successfully containing health care expenditures, but rather to underscore that
focusing predominantly on the cost dimension of the health care demand-supply
equation hinders the due consideration of other reform measures, particularly
structural reforms that address issues related to the organization and delivery
of health services. Since many structural reforms promise to improve both the
quality and appropriateness of health care service delivery, greater attention to
these reforms may also serve to make long-term cost containment less elusive.
Current health care reform efforts in Germany are illustrative of the unbalanced
focus on financial incentives versus structural reforms, as health care policy-
makers in Germany are set to introduce copayments for each patient-physician
contact and raise copayments for prescription drugs, while deficits such as the
weak structural link between the ambulatory and inpatient care sectors are not
being systematically targeted.

This article compares the health care systems of Germany, Austria, Great
Britain, and Denmark (7) in order to highlight two possible structural reforms,
both of which concern the link between health expenditures and the delivery
of health services. The first structural reform is based on the principle of relying on
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general or primary care practitioners (the family doctor system) (1) as the initial
point of contact before seeking more specialized health care services. The thesis
advanced here is that a dual strategy of promoting greater reliance on general
practitioners, while restricting the rights of specialty physicians to establish
private practices in ambulatory care, will slow the proliferation of physicians in
private practice and will, in the long run, result in a more stable relationship
between the provision of health services and the rate of growth of health expen-
ditures. In contrast, when specialty physicians have an unrestricted right to estab-
lish private practices wherever they desire, and when patients are free not only
to select a primary care physician but to directly access a range of specialty
physicians, it is predictable that the number of specialists in ambulatory care will
continue to proliferate and effective cost containment over the medium and long
term will be substantially more difficult to achieve. This is in part because health
services are often duplicated when patients have unhindered access to a range of
specialty physicians. Furthermore, a proliferation of specialty practices opens the
door for an ever expanding array of services to be offered by both physicians and
nonphysician health professionals. A second possible structural reform relates to
the overall delivery of inpatient services. This reform supports the second thesis
of this article, which is that financial incentives alone are insufficient to reduce
the average length of hospital stays. This is so because in the larger context, an
intricate relationship exists not only between the hospital and ambulatory care
sectors but also between the medical and social care service sectors. This assertion
draws on institutional-theoretical approaches that address the central question
of how people act given different institutional arrangements (7).

Of the four countries selected for comparison in this article, Germany and
Austria both have legally enacted health insurance systems in which general and
specialty physicians have (in principle) the unrestricted right to establish private
ambulatory care practices, and patients are free to directly access any general or
specialist physician. In both the German and Austrian health systems, there is
also a comparably stark divide between medical care provided in ambulatory
care settings and that provided by hospitals. These two health systems can be
contrasted with the national health systems of Great Britain and Denmark to
illustrate the close connection between the “type of health system” and the degree
of reliance on general or family practice physicians as “gatekeepers” to a broader
array of more specialized health care services. In the national health systems
of Great Britain and Denmark, for example, specialty physicians have no legal
right to establish private practices in ambulatory care, which both curtails the
freedom of patients to select and directly access specialists and allows for greater
integration of the specialty care offered in ambulatory care settings with that
provided by hospitals. We propose that the more successful cost-containment
efforts of countries with national health care systems, compared with those of
countries with legislated health insurance systems, are not primarily attributable
to rationing or limiting health services, but rather are largely a measure of the
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different structure of health care service delivery. In Figure 1, for example, note
that Denmark remarkably reduced health expenditures in the early 1980s from
an initial relatively high level, while less impressive reductions were achieved
in Germany prior to reunification and in Austria in the early 1980s. Neither
Germany nor Austria was able to sustain these reductions over the long term.
In Great Britain, even though health expenditures continue to rise, the level of
expenditures remains the lowest of all four countries. Our focus in this article is
on the structural specifics of the health systems of Germany, Austria, Denmark,
and Great Britain and on the influence these characteristics exert on cost-
containment efforts that target both ambulatory and inpatient care.

SERVICE STRUCTURE AND HEALTH CARE PERSONNEL
IN AMBULATORY CARE

Jens Alber (8, 9) advanced the thesis that the division of labor in health care
systems predominantly takes two forms. Either a large number of physicians tend
to work together with a relatively small number of nonphysician personnel, or a
substantially lower number of physicians tend to be supported by a relatively
high number of nonphysician health care workers. The data displayed in Figures 2
and 3 lend some support to this thesis, at least until the mid-1980s. Prior to
this time, a lower number of health care personnel supported a high number of
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Figure 1. Health expenditures as a percentage of gross domestic product (GDP),
1960–1998. Source: OECD 2000 (2).
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Figure 2. Total nonphysician health care personnel per 1,000 residents, 1960–1998.
Source: OECD 2000 (2).

Figure 3. Total number of practicing physicians per 1,000 residents, 1960–1998.
Source: OECD 2000 (2).



practicing physicians in Germany as well as in Austria. In Great Britain, the
reverse was true, with a large number of nonphysician health workers supporting
a relatively low number of physicians per 1,000 residents.

Since the mid-1980s, the total number of health care workers per 1,000 residents
has remained relatively constant in both Great Britain and Denmark and has, in
fact, slightly declined. In contrast, the total number of health workers in Germany
and Austria continues to climb and has actually surpassed the number of health
personnel per 1,000 residents in both countries that have national health care
systems. Furthermore, in the legislated health insurance systems of Austria and
Germany, an already dense concentration of physicians continues to climb and
in 1998 was, respectively, 3.0 and 3.5 physicians per 1,000 residents. In Great
Britain, the ratio of 1.7 physicians per 1,000 residents is remarkably lower, while
in Denmark physician density has remained at a consistently high level ever since
its national health system was launched in 1972. The density of physicians in
Denmark, at 2.9 physicians per 1,000 residents, is today only slightly lower than
in both countries that have legislated health insurance systems (2). Thus contrary
to the thesis of Jens Alber, the density of both physicians and nonphysician health
care personnel is today higher in the two health insurance systems than in the
two national health systems considered here. One must also note that in Denmark
less than 6 percent of all practicing physicians (907 of 15,390) are specialists
working in private practice settings, whereas nearly 58 percent of all practicing
physicians—most of whom are specialists—are employed in hospitals (10; data
are for 2000). Similarly, in Britain’s NHS, specialists are largely hospital-based,
with virtually no specialists other than dentists and ophthalmologists working in
private practice settings (11). In Germany, by contrast, 39 percent of all physicians
are self-employed and 48.5 percent of these are specialists who work in private
practice settings, while 47.8 percent of all physicians are employed by hospitals
(12; data are for 2001). Similarly in Austria, nearly 50 percent of all self-employed
physicians contracted with the social health insurance plan are specialists working
in private practice (13; data are for 2001).

These data support the hypothesis that a high number of physicians in private
practice drives the volume of medical care services provided (14, 15) and opens
the door for additional services to be offered by other health professionals. While
patients normally initiate health system contact, it has been shown that doctors
determine the amount of resources used to treat patients. “It has long been
recognised that the more doctors there are, the more resources are likely to be
authorized” (16, p. 26). The high number of nonphysicians in Germany and
Austria from the mid-1980s onward can be seen as an effect of the high density
of specialty physicians in private practice. Physician density could be stabilized
and the total number of health personnel curtailed over the medium and long
term, if the German and Austrian health systems were to strengthen reliance on
primary care by requiring patients to first seek care from a primary care physician
before accessing a wider array of specialty services.
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Indeed, it is not only the density of physicians in private practice that influences
the quantity and thus costs of delivered health services, but also the method
of physician remuneration. As a rule, primary care physicians who act as health
system gatekeepers are remunerated on a per capita basis. In Great Britain,
primary care physicians receive both a per diem rate for operating a private
practice and a per capita rate for each person on their list of patients for whom they
are responsible to provide all primary care services. In Denmark, a uniform
remuneration schedule for health services is coupled with a per capita payment
scheme. Both of these payment structures serve to curtail the overall number of
physician-prescribed services and in turn reduce the total number of nonphysi-
cian health personnel. This effect is reflected in a range of expenditure com-
ponents, including lower pharmaceutical costs and lower spending on other
physician-prescribed health services. Denmark and Great Britain, for example,
both rely heavily on general practitioners as health system gatekeepers, and both
have substantially lower rates of pharmaceutical consumption than do health
systems in which insured persons are unrestricted in their ability to directly access
both primary care and specialty physicians. Despite the high and ever-rising
copayment levels for pharmaceuticals in the German and Austrian health systems,
policymakers have been unable to curtail the utilization rates for prescription
drugs. Instead, these rising pharmaceutical copayment levels have served only
to shift this particular cost burden from the public purse to the private sector, in
that public sickness funds now pay a lower percentage of total pharmaceutical
costs, while insured persons face growing out-of-pocket costs.

Hirschman’s analytical schema (17, 18) of “exit” and “voice” can be employed
to help explain the persistently high level of expenditures for physician-prescribed
services in Germany and Austria (7, 19). The significance of this schema when
applied to health systems in which patients are free to access any physician is that
patients who are dissatisfied with the medical treatment they receive, including
when physicians are unwilling to prescribe requested medications or therapeutic
services, can simply decide to immediately take the “exit-option” and seek care
from a different physician. In such a case, the exit-option acts as a financial
penalty for physicians and may threaten their ability to attain a desired level of
income. To the degree that the exit-option is exercised, and to the degree that
it poses a financial threat to a private practice physician, particularly in the
negotiated fee-for-service reimbursement schemes used in the legislated health
insurance systems of Germany and Austria, an incentive is created for physicians
to be more responsive to patients’ demands. This, in turn, may facilitate exces-
sive patient demand and lead to an overuse of physician-prescribed services. In
the national health systems of Great Britain and Denmark, the exit-option is
constrained by a greater reliance on primary care physicians as health system
gatekeepers. As a rule, patients in these systems are permitted to select or change
their primary care physician only once per year and are consequently more apt to
exercise the “voice-option” when dissatisfied with the medical care they receive.
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According to Hirschman (17, 18), the voice-option facilitates greater discussion
between patients and physicians. Consequently, patients who exercise the voice-
option can actually help improve health care services over the medium and long
term because by complaining and verbalizing about how the system fails to meet
their needs, patients offer valuable information to both care providers and health
system managers about how service delivery can be improved. Paradoxically,
while the threat of exit plays an important role in making providers more respon-
sive to patients’ needs and desires, the potentially more constructive voice-option
is weakened whenever it is simply too easy for patients to resort to the exit-option.
This is because once patients exit and terminate any patient-physician relationship,
they can no longer influence the form and quality of delivered health services.

Patients’ demand for physician services can also be evaluated by comparing
the number of patient-physician contacts in each of the four health systems
considered. In Germany, the average number of patient-physician contacts is
11.5 per year, which is twice as high as in Great Britain or Denmark, where
the average is 5.1 and 5.2 contacts per year, respectively (20, 21; data for 1988).
Assessing the number of annual contacts between patients and specialty physi-
cians lends additional support to the link between high physician density,
free patient selection of any physician, and fee-for-service payment structures.
According to Sandier (22), for example, the average annual number of contacts
between patients and specialty physicians at the end of the 1980s was 5.0 in
Germany, 1.2 in Great Britain, and 0.6 in Denmark. Surprisingly, the equivalent
number in Austria was as low as in both national health care systems, even though
the Austrian system has institutional conditions that are more similar to the
German health system. Though the Austrian data require further analysis, a
possible explanation is that patients in Austria incur a small out-of-pocket charge
or user fee at their very first physician contact, which may deter patients
from consulting multiple physicians for the same complaint. Furthermore, the
introduction of electronic health insurance cards in Austria in 2003 makes the
tracking of multiple physician contacts technically more feasible than in the
past, when patients were issued certificates to access health services. However,
electronic insurance cards have also been used in Germany since 1993, but these
cards still do not provide physicians with information on past consultations,
meaning that there is still no measure in place to prevent duplicate examinations
(23) or multiple consultations for the same complaint.

Opinion poll data show that the demand for medical care services is sensitive
to the institutional structure of the health system (24). In Germany, despite the
already high average number of patient-physician contacts per year, dominant
public opinion is that this number is not excessive and that patients have an
explicit right or claim to access all available health services, including those
that may be only marginally beneficial. Of the individuals polled in Germany,
only 33.5 percent said patients’ demand for medical care services was too
high, compared with 64.2 percent of those polled in Denmark, 5l.2 percent in
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Great Britain, and 54.2 percent in Austria (24). The low number of annual
patient-physician contacts in these latter countries is consistent with the pre-
dominant idea that patients not only have the right to obtain health services, but
also have the duty to exercise responsible demand. The legislated health insurance
system of Austria again stands out as an exception. Though the difference in
average annual patient-physician contacts between Germany and Austria requires
further analysis, it is again conceivable that the copayment structure in Austria
helps mitigate the claim or perceived “right” of insured persons to access all
possible medical care services. Another plausible explanation is that Austria’s
health system has continued to evolve in the direction of a citizens’ insurance
(Bürgerversicherung) ever since the 1960s (25), and it is conceivable that inte-
grating the entire population into a single insurance system may help sever the
link between the level of insurance premium paid and the demand or perceived
right to access services. In Germany’s legislated health insurance system, where
premiums are income-related and type of employment is strongly related to
participation in a public versus private health insurance scheme, there is evidence
that higher premium levels are associated with a perceived “right” to obtain more
extensive services, a relationship that makes cost containment much more elusive.

SERVICE STRUCTURE AND HEALTH CARE PERSONNEL
IN HOSPITAL-BASED SETTINGS

Another means by which structural reforms can reduce health expenditures
relates to the provision of hospital-based specialty care, or more specifically to
the connection between specialty care provided in ambulatory versus hospital
settings. System-specific differences are again identifiable in the health systems of
Germany, Austria, Denmark, and Great Britain. In Great Britain and Denmark,
for example, specialty care for both ambulatory and nonambulatory patients
is almost exclusively provided in hospital-based settings, and the specialty care
provided by hospital-based physicians is considerably more integrated with
that provided by specialists in community-based private practices. In contrast,
specialty care for ambulatory patients in Germany and Austria is largely provided
outside hospitals by specialists in community-based private practices, and this care
is significantly less integrated with the care provided by hospital-based specialists.
Yet while structural reforms in the organization and delivery of health services
promise to improve the efficiency of delivered services, particularly specialty
services, health care policymakers tend to focus less attention on structural issues
in lieu of a greater focus on creating financial incentives such as those arising from
the implementation of DRG payment schemes. The implication of this is that
policymakers choose to forego an important policy-steering opportunity, while
implicitly accepting undesirable secondary effects that are associated with the
creation of such financial incentives. This thesis is appraised by considering
hospital lengths of stay and the distribution of health care personnel.
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The distribution of total health care personnel in Great Britain and Denmark
reflects the predominance of hospital-based service delivery in these national
health systems. In both of these countries, approximately 70 percent of all health
care workers are hospital-based, compared with only 50 percent in Germany and
Austria. With the implementation of DRG reimbursement models some years ago
in Great Britain and Denmark, the average length of hospital stays was shortened.
Average lengths of hospital stay were also shortened in both legislated health
insurance systems, yet average acute care stays are still 11 days in Germany, which
is more than twice as high as the 5.0 days in Great Britain and the 5.4 days in
Denmark (2). Following implementation of a DRG reimbursement scheme (26) in
1997, Austria managed to cut its average acute care hospital length of stay to about
7 days, which is considerably lower than that for acute care cases in Germany.

Beyond DRGs, hospital lengths of stay are also related to the density of health
care personnel per hospital bed, which in turn reflects the intensity of care. In
Austria, the average number of health workers per hospital bed involved in acute
care delivery is 2.0, which is higher than the 1.5 workers per bed in Germany.
In contrast, the average number of health personnel per hospital bed is 3.7 in
Great Britain and 3.2 in Denmark. The relationship between intensity of care and
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Figure 4. Direct-care hospital personnel per bed and average hospital length of stay in
(current) European Union member countries, 1995. Correlation coefficient r = –0.39.
For Sweden, only 1985 data are available; no data are available for Greece. Luxembourg
is not included, because a high proportion of the population may receive health services
from outside the country. Source: OECD (2).



average length of hospital stay can also be observed by comparing all European
Union member countries. In Figure 4, Germany stands out among E.U. countries
in that a relatively low level of care intensity is coupled with relatively longer
hospital lengths of stay.

To date, there is little proof that reduced hospital lengths of stay produce direct
long-term cost savings. In Austria, for example, the hospital readmission rate has
climbed as average lengths of stay have been cut, resulting in an overall higher
hospital admission rate. Developments in Great Britain and Denmark nonetheless
suggest that climbing hospital readmission rates are not a necessary consequence
of shorter hospital lengths of stay. Following a reduction in the length of hospital
stays in Great Britain and Denmark, hospital admission rates stabilized at 150
per 1,000 residents in Great Britain and 200 per 1,000 residents in Denmark,
while in Germany the rate is 220 per 1,000 residents and in Austria it has climbed
over the past few years to 280 per 1,000 residents (2).

Securing long-term health care cost savings thus necessitates that policymakers
also consider structural reforms in the organization and delivery structures of
health care services. Of central importance is the aim of improving the integration
and cooperation between inpatient medical care services and community-based
medical and social care services for both ambulatory and nonambulatory patients.
In Great Britain and Denmark, a comprehensive array of services is available at
the community level to provide ongoing care after hospital discharge. When
inpatient medical care is no longer required, not only is it more cost-efficient to
ensure that a network of community-based care services is available, but patients
often prefer community-based to hospital-based long-term care services. In
Denmark, a greater integration of hospital-based and community-based care
providers was ensured by establishing a structure of sanctions. Day hospital care
has been expanded, and the country has one of the most developed systems of
community care. Counties are responsible for hospitals, and municipalities invest
heavily in home nursing, public health nursing, home helpers, and homes for the
elderly. Most municipalities have developed 24-hour home nursing services.
Since January 1993, if a hospital considers a patient ready for discharge and
alternative community-based arrangements for care are not available, the hospital
can charge the municipality for each additional day of care provided. This has
led municipalities to make less expensive alternatives available, for example, to
increase the number of nursing home beds for the aged (16, p. 22).

Hospital and community care are not closely integrated in either of the two
legislated health insurance systems considered here, and this is likely why the
hospital admission rate in Austria, unlike in Great Britain or Denmark, has
continued to climb over the past few years. Measures to improve community-level
care include those that enhance the integration of services offered in the health
and social districts (Gesundheits- und Sozialsprengel) (27). As DRG payment
schemes are today being introduced in Germany, it is expected that hospital
admission rates will climb just as they have in Austria, because hospital lengths of
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stay will be dramatically shortened while the infrastructure of community care
remains underdeveloped (7).

In the national health systems of Denmark and Great Britain, greater integration
between ambulatory care and inpatient medical care has produced cost savings.
Although an extensive amount of preadmission and postdischarge care is currently
provided in ambulatory care settings in both Germany and Austria, a distinct
structural division remains in these legislated health insurance systems between
ambulatory specialty care provided in community-based private practice settings
and that provided in hospital-based settings. This structural division not only
prolongs hospital lengths of stay but also contributes to a duplication of medical
care, because ambulatory care specialists often repeat medical procedures and
tests that patients have already had as part of their inpatient hospital stays. The
artificial division between ambulatory and inpatient care in Germany and Austria
thus creates a basis for the “excess provision of care” (26).

Cost-efficient processes need not necessarily compromise quality of care and
can in fact improve quality by enhancing the continuity of care. In Great Britain
and Denmark, for example, continuity of care is enhanced because hospitals
are in part financially responsible for the ongoing community-based care that
patients receive, which enables hospital physicians to discharge patients earlier
with less concern about compromising continuity of care. In addition, continuity
of care is enhanced by a greater reliance on primary care providers, who not only
act as “gatekeepers” to more advanced services but also manage the ongoing
community-based care that patients require following hospital discharge. Primary
care practitioners in Denmark and Great Britain are charged with keeping abreast
of all medical care that their patients receive so that they can better manage
necessary ongoing care and coordinate information so as to complement the care
provided by other service providers such as physical therapists. In Germany
and Austria, there is, as a rule, no post-discharge contact between patients and their
hospital-based care providers and minimal communication between hospital-
based and community-based care providers. These factors jeopardize the con-
tinuity of care. In addition, both the “gatekeeping function” and the “coordination
function” of primary care practitioners remain underdeveloped in the German
and Austrian health systems.

Other general relationships between health expenditures and the organization
and delivery structures of health services are demonstrated by comparing E.U.
countries in terms of the percentage of total health care workers employed in
community-based settings. As Figure 5 shows, total expenditures are positively
correlated with the percentage of health personnel employed in community-based
settings. Particularly in Great Britain, where a comparatively low percentage of
nonphysician personnel are employed outside hospitals, total health expenditures
are also low. In contrast, expenditures tend to be higher in E.U. countries where a
high percentage of health personnel are employed in community-based settings,
with Germany having the highest level of expenditures. This is in part due to the
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absence of any gatekeeper role for primary care physicians in the legislated health
care systems of Austria and Germany, which contributes to excessive demand
by permitting patients to access multiple physicians for the same presenting
complaint, all of whom may prescribe a range of additional services to be provided
by community-based nonphysician providers. By contrast, synergistic effects may
also occur in hospitals and other institutional settings where there is likely to
be greater cooperation among nonphysician health personnel and a more efficient
use of medical equipment (7).

Since 1992, the time period for which most current health care data are available
for E.U. countries, health expenditures as a percentage of gross domestic product
(GDP) have risen in both Austria and Germany, while they have declined in
Denmark. Not only has the growth in health expenditures not been stabilized
in Germany and Austria, but it is furthermore unlikely that health care costs will
be successfully contained in the future, so long as such a high number of specialty
physicians and nonphysician health personnel are employed in community-based
private practice settings. This is in part because the density of specialists in private
practice drives the demand for health services, and in part because it contributes
to the duplication of health services and a less efficient use of technical medical
equipment, making efficiency and cost-containment goals all the more elusive.
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Figure 5. Health care expenditures and community-based employment of health care
workers in (current) European Union member countries, 1992. Correlation coefficient
r = 0.71. No data are available for Finland, Greece, or Ireland. Luxembourg is not included,
because a high proportion of the population may receive health services from outside the
country. Source: OECD 2000 (2).



CONCLUSIONS

The four-country comparison presented here suggests that health care reform
measures that predominantly rely on creating financial incentives will be insuffi-
cient to stabilize health expenditures in the coming years. Health care policy-
makers must pay more attention to structural reforms that over the long term
promise to enhance health care delivery, improve continuity of care, and contain
total health care expenditures. In this context, we have advanced five central
theses (10, 28, 29).1

1. A low density of physicians in private practice coupled with a fully institu-
tionalized reliance on general practitioners as health system gatekeepers—the
family doctor system—appears to offer significant cost-containment potential.
Choosing and establishing a relationship with a primary care physician or general
practitioner–led primary care team can have positive policy-related results if
patients develop stronger commitments to what is no longer “the” physician
but “their” physician. Possible secondary effects include the delivery of more
comprehensive care, greater continuity of care that incorporates both preventive
and curative health services, and consequently improved quality of care. Stronger
relationships between patients and their primary care provider can also lower
overall health care costs by improving the accuracy and timeliness of diagnoses,
improving patient management, and promoting patients’ compliance. In contrast,
when insured persons are free to select any physician and directly access a range
of specialists, a situation is created in which unlimited access is available to an
ever more extensive array of costly services, including the expanding range of
therapeutic services offered by a growing number of nonphysician health profes-
sionals. “In this latter instance, the combination of patients hopping around
from specialist to specialist in search of coordinated care, with physicians earning
a fee-for-service payment for each extra diagnosis test or therapeutic effort, is
likely to produce high costs, low continuity, and less favourable rates of patient
compliance” (30, p. 202). Starting in 2004, patients in Germany will have to pay an
extra fee if they visit specialists without first consulting their family doctor.
This financial incentive will presumably strengthen the family doctor principle.
However, within the framework of this four-country comparison, it cannot be
conclusively determined what the cost-stabilizing effect will be of implementing
a family doctor system at a point in time when an expansive array of health
services is already available and the associated cost dynamic has already been
set in motion.
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in OECD Health Data 1998 and the BASYS 1998 data but not in OECD Health Data 2000.
Nonetheless, OECD Health Data represents the best available data set for international comparisons of
health systems.



2. Beyond the possible cost-containment benefit of the “gatekeeper” role,
general practitioners also have an important mediating function. In health systems
where services are increasingly differentiated and provided by highly trained
specialists, general practitioners are suitable candidates to assume the ever more
important role of coordinating therapeutic services, ensuring the flow of infor-
mation between practitioners, and managing ongoing care. In both national health
systems considered in this article, general practitioners have proved to be suitable
actors to assume this role, and have been supported in Great Britain via the
creation of “primary care groups” and at the community level in Denmark by
institution of “health visiting schemes.” However, mandating the use of general
practitioners as health system gatekeepers in systems where free choice of physi-
cian is well established could predictably trigger considerable resistance. An
alternative way of introducing a family doctor system, as demonstrated in
Denmark, is to introduce the choice of mandatory use of a general physician as
the first point of contact (without a copayment) along with the choice of accessing
any physician (with a copayment penalty for direct access to specialists). On
the basis of such copayment rules, more than 95 percent of Danes chose to first
see a family physician.

3. Beyond enhancing patient-physician relationships, closer cooperation
between health care service providers, particularly private providers in specialty
practices, is also of central importance to improving the quality and cost-efficiency
of health services. Possible synergistic effects between quality of care and cost-
efficiency are especially relevant for hospitals and health centers in the area of
differential use of high-tech medical equipment. In Great Britain and Denmark,
for example, where specialty care for both ambulatory and nonambulatory
patients is exclusively provided in hospital settings, the number of computer
tomography (CT) studies is correspondingly 0.6 and 0.9 per 100,000 residents.
This is markedly lower than in Germany or Austria, where the number of studies
is, respectively, 1.7 and 2.5 per 100,000 residents (2) and where specialty care
for ambulatory patients is largely provided by specialists in solo private practice.
The number of CT studies done in Great Britain and Denmark is also influenced
by negotiated practice guidelines, the use of which is not yet mandated in Germany
(31). Implementing and mandating the use of negotiated practice guidelines
cannot be interpreted as reducing the adequacy of care provided in national health
care systems, because the high number of CTs in the legislated health insurance
systems can just as easily be interpreted as excessive use. In Germany and Austria,
where physicians in private practice are reimbursed on a fee-for-service basis,
incentives exist for the excessive utilization of high-tech medical equipment in
an effort to maximize individual income. The 2003 German health care reforms
fail to target this deficit.

4. Long-term reductions in hospital lengths of stay cannot be achieved by
relying solely on financial incentives, such as those that arise from the implemen-
tation of DRG payment schemes. Nonetheless, hospital use should be reserved
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for the provision of high-intensity care, and adequate ambulatory medical care or
nursing home care should be made available to provide needed postdischarge care.
Earlier hospital discharge is facilitated when adequate ongoing ambulatory care is
available, when it can be assured that the level of medical oversight in ambulatory
care is as appropriate as that provided in hospital settings, and/or when ongoing
care is coordinated by personnel who work for the same service organization.
Such assurances will likely remain elusive, however, so long as there is a strict
and artificial divide between hospital-based specialty care and care provided by
specialists in private ambulatory care practices, as is the case in Germany and
Austria. A first step to bridge this artificial divide would be to improve the flow
of information between hospital-based and ambulatory-care-based providers to
reduce the duplication of services, perhaps by improving the information trans-
mitted on electronic insurance cards. Equally important is the degree of integra-
tion between ambulatory care, inpatient care, and home care. For example,
hospital stays are often extended for reasons unrelated to medical need, but rather
because it is unclear which organization can and will provide necessary ongoing
community-based care. This is frequently the case in Germany and Austria,
despite the recent expansion of outpatient services. In terms of providing need-
based home care services, especially promising developments have occurred
in Great Britain and Denmark, where the infrastructure of health services has
been institutionalized as a local-level function. In Denmark, the integration of
inpatient medical care with outpatient ambulatory and nonambulatory care has
been strengthened by the fact that municipalities now face financial sanctions if
they fail to ensure the availability of a sufficient number of outpatient beds.

5. In terms of structural change, the local level is a particularly important part
of the overall health care system. Not only must there be significant cooperation
among local service providers, but benefits can also be realized by strengthening
contact between patients, health policy actors, and health care service providers.
In Denmark, and to a growing degree also in Great Britain, such contact is
facilitated by the development of “community health councils.” Through these
councils, in an otherwise very hierarchical system, patients in Britain can gain
greater access to responsible health policy actors than is possible in the more
structured legislated health insurance systems, where holding responsible policy
actors accountable can be considerably more difficult. For patients in legislated
health care systems, it is often not clear whether health politicians or physicians’
associations and health insurance carriers are responsible for many of the
health system decisions made. Germany, particularly at the regional and local
levels, has an array of health insurance funds or “sickness funds,” all of which
compete for patients, a competition that will become even more vigorous as a
consequence of the 2003 health reforms. In contrast, Austria has one health
insurance fund per region responsible for financing a major portion of the
health system, making it considerably easier to negotiate a regional and local
structure of services than is possible in Germany. This is demonstrated by the
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establishment of health and social districts (Gesundheits- und Sozialsprengel)
in Austria (27).

Altogether, the examples provided in this comparative look at four European
health care systems suggest that instead of solely or primarily relying on the
creation of competitive conditions, a number of structural reforms should be
instituted to enhance the provision of goal-oriented, cost-efficient health care
across a continuum of needs. At first glance, this comparison suggests important
lessons for the legislated health insurance systems of Germany and Austria. On
closer analysis, potential lessons for reform of the British health care system are
also revealed. Furthermore, this four-country comparison shows that Denmark’s
national health system, which has continuously evolved since its launching in
1972, reflects a service-delivery structure that has a high level of cooperation on
the local level and in which competition plays a complementary rather than a
central role, coming into play mostly in terms of making additional private sector
insurance coverage available. In Great Britain, the local level has long been
neglected, though recent efforts have attempted to strengthen the local role within
an NHS that has traditionally been very hierarchical. The role of municipalities in
providing community-based care services in Denmark offers a lesson for Great
Britain on how financial sanctions can be used to shorten waiting periods for
postdischarge community-based services. For Germany and Austria, promoting
a more central role for general practitioners not only could produce positive
financial benefits but could enhance the flow of health information and improve
the management of ongoing community-based care. In the context of inpatient
hospital care, it is disputable whether strengthening the capacity for preadmission
and postdischarge care in ambulatory care will stabilize health expenditures in the
long term, so long as a high number of specialty physicians remain self-employed
in private practice and their budgets, which are separately negotiated between
representatives of private practice physicians and representatives of health insur-
ance funds, remain independent of efforts to improve the efficiency of inpatient
and outpatient hospital care.
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