AT CENTRAL
’ CEU EUROPEAN
d4h UNIVERSITY

Peter MIHALY/|

The failed attempt to introduce
copayments in Hungary

Out-of-pocket payments and healthcare
reforms in Europe

ASSPRO CEE 2007, Collaborative Focused Research Project FP7/SSH-
2007 Grant Agreement No. 217431



Introduction of Prof. Dr. Péter MIHALY!|

Born in Budapest (1953)

Education: Karl Marx University of Economics
(Budapest)

Author of 9 books and many articles.

Work experience:

1983-1993: United Nations Economic
Commission for Europe (Geneva,
Switzerland)

1994-95: Deputy Government Commissioner for
Privatization

1997-98: Deputy Minister of Finance
1998 - to date: University professor

May, 2006 — December, 2007 Head of the
Health Reform Committee of the
Hungarian Government

January, 2008 — May, 2008: Special adviser to
the Minister of Health




1.
V.

Overview

Limitations and extensions

The pros and cons of copayments

The scope of the 2006-2008 health
Insurance reform YES

The chronology of events
The system and the detailed rules
Quantifiable consequences







Reforms
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Institutional base: Public Finance
Reform Committee (pension, health,
civil service, education, municipal
financing, etc) For polltlcal
reasons health care became the

flagship issue.

Reform technology: Drastic belt-
tightening + quick changes in
legislation ( changes In
Incentives).




Budget + 5 Reform acts (approved by
Parliament in Q4 2006 within 6 months after
the general elections)

1. Freezing total health expenditure, but
severe belt-tightening for acute
nospitals (incomes: - 10%, costs: +
10%) forced restructuring;

2. Special taxes on the whole
pharmaceutical sector (importers,
producers, wholesalers, retailers);
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4. Regulation of waiting lists;



Reforms — passed by
Parliament (cont.)

. Liberalization of the pharmaceutical retail
market;

. Switch from statutory to voluntary
membership of the Medical Chamber (de-
politicization);

. Establishment of a nationwide Health

Supervision Authority;

. Fight against ,free riders” avoiding the
payment of social security contributions,
stricter rules on eligibility at the point of
delivery;
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Hospital cuts

Out of 173 in-patient institutions:

e 6 entirely closed (-3.4%)

* In 12 hospitals all acute beds closed (-5.8%)

* In 33 hospitals one or more departments closed

Total:
Acute beds: - 25%
Chronic beds: + 31%




Perverse sequencing, but...

. Elections were held in April
(Parliamentary) and October (local gov.)
2006.

. Insurance reform took more time to

prepare (politically). Coalition agreement
was reached on 1 July 2007.

. Budgetary pressures required imminent
actions.



The mixed model, suggested by the Liberal

Party
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Salient points of the Coalition
Agreement (July 1, 2007)

5-8 Mandatory Health Insurance corporations with
nationwide license (after an internationally publicized
tender procedure); competitive bidding for the license

Ownership structure: 49% private + 51% state

After 6-12 months OEP (the incumbent, 100% state-run
fund) will disappear; remaining insurees will be
distributed among the new insurance companies in
territorial blocks

Start: January 1, 2009, as the latest.

Tough regulation of operating costs and profits (by law
and by the Supervision)

Additional supplementary insurance plans on a voluntary
basis are allowed.
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Health Ministers:
Dr. Lajos MOLNAR
Dr. Agnes HORVATH

This law was enacted by the
Hungarian Parliament on 11th
February, 2008 and
subsequently annulled on 26
May, 2008.
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What happened in 20087

e 9 March: Dramatic results at the
nationwide referendum on — inter alia — the
user charges in healthcare

e 29 March: The Prime Minister fires the
Minister of Health

31 March: The Liberal Party leaves the
Government coalition

5 May: The first day of the Minority
(Socialist) Government
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The populist attack (Health is not fo business. Let
us defend the hospitals!)

Az egészseg nem lizlet!
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The three guestions of the

Referendum

* Do you agree that students In state-subsidised
higher education should be exempt from tuition
fees?

Do you agree that family doctor care, dentistry
care and special outpatient care should be
exempt from consultation fees with effect from 1
January in the year after the referendum is held
on the present issue?

Do you agree that inpatient care should be
exempt from daily hospital fees with effect from
1 January Iin the year after the referendum is
held on the present issue?
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Results

.

Turnout: 50,47% (min. 25%)
Yes votes: 82-84 %

No votes: 16-18%

Invalid: > 1%




Write-up

A
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TUROPE c1D. FUROPE 17D,

To download;
http://sites.qoogle.com/site/pmihalyi/newenglishlanguagebookonthehungarianheal
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Political deal before the Socialist-
Liberal coalition was set up (Summer
2006)

1. Simultaneous introduction of

e tuition fees in higher education (Socialist
minister) and

 user charges in health care (Liberal
minister).
2. The size of the new burdens will be small
and mainly symbolic (end of the
unsustainable, premature welfare state) .



The devil is always In the detalls...

1)

2)

Intense, embittered
and prolonged
debates within the
Socialist Party about
the modalities.

The result: very
complicated scheme
with too many
exceptions.
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Terminology

1. The word ,co-payment” was frequently used in
the Hungarian language discussion — but this
was not what really happened.

2. Visit fee + hospital daily charge

3. The choice of terminology was important,
because the Hungarian health financing
system is based on Bismarckian principles
(social security contributions paid by
employers and employees).
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Introduction: 15 February 2007
Modifications: 1 July and 1 August 2007

Out-patient (GP or specialist) and in-patient
services (hospitals) per visit or per day
Base case: HUF 300

 Physician visits the patient: HUF 600
(except for < 18)

e Unjustified use of emergency services: HUF 1000
(except for < 18)

 Use of specialist care without referral:  HUF 1000

«  Use of special care at a self-selected place: HUF 1000
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Exemptions for reasons:

Children under 18
Expecting mothers
Life-saving interventions

Preventions (e.g. screening, vaccination,
epidemiological interventions)

Emergency and/or mandatory psychiatric
treatments

Chronic diseases (e.g. cancer, diabetes,
drug or alcohol dependence)
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Exemptions based on status:
1. Homeless people °

2. Law enforcement staff on duty
(policemen, firemen, prison guard,
border guard, etc.)

3. Voluntary blood-givers (> 30 times in life)

4. Regular students, if they receive medical
treatment at the place of study (school,
university)
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Upper limits:

1.

In hospital: max. 20 days per calendar
year

Out-patient care: Only one payment per
day, even If several specialists are
visited.

. Above 20 payments, the additional user

charge Is reimbursable.
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Ex ante compensations:

1. Pensioners and beneficiaries of different
welfare support programmes are entitled
to a HUF 200 or 300 monthly increase In
their payments, Iif their total monthly
support payment is below

HUF 54 200/month.
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There was not even a full calendar

1.

2.

year ...

25% reduction in adult visits to GPs. No
change in paediatrics (no charge)

10-12 % reduction in out-patient drug

consumption, sickness pay, Vvisits to specialists
and hospitals

HUF 22 bn increase in the revenue of providers
50% of the budgetary cuts.

HUF 25 bn reduction in the pharmaceutical
expenditure of the out-patient dug budget
another 50% compensation for cuts.
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Cont.

5. 20-50% Iincrease in the monthly income
of the 5300 GPs (95% are private
entrepreneurs).

6. Sensible reduction of illegal payments
(gratuity, parasolventia) at all three levels
of care (GP, specialist, in-patient).
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Short-term and long-term impacts

« Although the system was cumbersome, it came
Into effect quickly and without any major
technical disruption.

* |In a matter of 2-3 months the public accepted it,

many physicians and hospital leaders became
supporters.

* |n a democratic society no government can
resist the pressure of populist, anti-market
forces. This is a fortiori true in a so-called
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Questions?
Comments?
Debatable points?

E-mail: peter@mihalyi.com 33



