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INTRODUCTION

National Health Service patients in England and Wales may be offered the option to receive
treatment in other countries in the European Union, later this year, if they cannot be treated within
the UK without “undue delay”'. This policy decision follows a European Court of Justice Decision
inJuly 2001.

The case of the 12" of July 2001 concerned the hospital treatment of a Dutch person, carried out
in another member-state Austria’. The Court ruled that: 'Article 59 of the EC Treaty (now, after
amendment, Article 49 EC) and Article 60 of the EC Treaty (now Article 50 EC) do not preclude
legislation of by a Member State; to limit payment of the costs of a citizens treatment providedina
hospital located in another Member States to cases where prior authorisation has been obtained
from the insured person’s sickness insurance fund or in the case of the UK Primary Care Trust.
Also the re-imburesment of such treatment is subject to the following conditions:

1. the treatment must be regarded as "normal in the professional circles concerned”, a
criterion also applied in determining whether hospital treatment provided within national
boundaries is covered

2.the insured person's medical condition must require that treatment. However, the
requirement that the treatment must be regarded as "normal” is construed to the effect that
authorisation cannot be refused on that ground where it appears that the treatment
concerned is sufficiently tried and tested by international medical science

3. authorisation can be refused on the ground of lack of medical necessity only if the same or
equally effective treatment can be obtained without undue delay at an establishment having
a contractual arrangement with the insured person's sickness insurance fund.

Very simply this means that a citizen has no automatic right to expect that treatment abroad will
be paid for by their own health care system unless there has been a prior agreement for this to
happen or unless the treatment, if deemed appropriate, would not be available in their own
country without undue delay.

Clearly the issue of “undue delay” means that patients on unacceptably long waiting lists for
treatment have a case for demanding alternative treatment abroad. The UK Government have
viewed this judgement in a very positive light. Rather than seeing it simply as a threat by which
people could demand treatment in other European Countries they have seenitas an opportunity
for the pro-active resolution of some existing waiting list problems by accessing spare capacity in
other EU countries.

Because European Union decisions impact directly or indirectly upon all member states, it is
safe to assume that policy moves similar to the UK will be made by most EU countries in the
future allowing some freedom of movement for patients who need medical care unavailable (at
least in a reasonable time frame) within their own country. Indeed we understand that similar
policy moves are already being considered by Southern Ireland and the Netherlands

The thrust of this report is to examine in some detail the practical difficulties involved in the
procurement of elective health care from other EU countries. Differences in the methods of
classifying health care, counting health care, costing health care, reimbursing health care and in
fact delivering health care in different countries across Europe make direct comparisons
extremely difficult and the extra contractual referral process complex.

' BBC News Sunday, 26 August, 2001, 16:17 GMT 17:17 UK
2 (Case > C-157/99, B.S.M. Geraets-Smits v Stichting Ziekenfonds VGZ):
Hittp://curia.eu.int/en/cp/cp01/afficp0132en.htm




The aim of this phase of the project is to undertake a comparative analysis of the price of a
sample of elective surgical procedures in twelve EU countries, one accession country and
Norway to describe the differences in the way the procedures are categorised and reimbursed.
The Countries examined were:

OF THE PROJECT:

Austria
Denmark
France
Germany
Italy
Netherlands
Poland
Spain
Sweden
England and Wales
Finland
Norway
Portugal

The full results of the analysis are published on the Hospital Healthcare.com web site for
European Health Care Managers comment and feedback are invited from the research team to
help us continually refine the comparative framework.

OBJECTIVES TO THE ,D,q The study is pursuing three inter-related but distinctive objectives. These are to:

« compare the different methods that each of the thirteen countries use to classify or group
surgical procedures

e to compare the different methods of payment by the reimbursement authorities

o to compare the actual price of elective procedures across the thirteen countries

In-order to make a direct comparison of costs / prices of elective surgical procedure costs in each
of the countries compared we have had to make some assumptions which are currently being
verified.

UNDEBLAYING ASSUMPE

Firstly we have used the level of payment that the local purchaser, whether thatis a Government
or a Public Sickness Fund, would expect to pay for the elective procedure. The sources of data
for each country are setout infig 1 below:

Fig 1
LDF-Pauschalen und Bundesministerium fur sociale p
Austria Zuordnungskriterien fur MEL-Gruppen | Sicherheit und Generationen Gruppe VIVA http://www.bmsg.gv.at
Denmark Takstststem 2002 - Vejledning Sundhedsministeriet http://www.sum.dk
Finland Estimation on basis of data from The Assaciation of Finnish Local http://www.norddrg.
sample hospitals. and Regional Autharities Kuntaliitto.fi
Programme de medicalisation o . : S ) .
France desgsystemes dinformation (PMSI) Ministere de 'Emploi et de la Solidarite http://www.le-pmsi.fr
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Italy Tari'ﬁ'e dglle p'estaziqni di )
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Ex d.m. 30.06.1997espresse in euro
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Netherlands Tarieflijst instellingen Gezondheidszorg CTG htp://www.ctg.nl
Norway Prisliste DRG 2002 Norwegian Patient Register Http://www.npr.no
Poland Communication Ministerstwo Zdrowia http://www.mz.gov.pl
an on contracts for year 2002 Slaska Regionalna Kasa Chorych http://www.kasa-chorych.silesia.p!
Portaria n® 189/2001 P ! ;5
Portugal de 9 de Margo 2001 Ministerio da Saude Hittp://www.min-saude.pt
Resultados de la gestion & s .
Spain analitica en los hospitales del mg':ﬁ';'g de Sanidad a Consumo http://www.msc.es/insalud
INSALUD GECLIF 2000
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The National Case - Center for Patient Classification
Sweden . N : http"//www.pubcare.uu.se
costing project System Socialstyrelsen hitp:/ -if.se/sekikpp.htm
United Kingdom | National Reference Costs Department of Health
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It is clear that this cost or level of payment is the average and reflects what a hospital would
expect to be paid by a public purchasers in their own country. Phase two of the project will
investigate the level of payment that a hospital would require from an external purchaser i.e.
another Country for use of excess capacity.

Secondly we have tried to ensure that all income or costs are accounted for. For example
hospitals in some Countries charge a single price to the purchaser, which represents the total
cost of the clinical episode. Hospitals in other Countries may cover capital costs separately
through payments from other sources i.e. local government in such cases we are currently
calculating the level by which prices in certain countries would need to be inflated as an estimate
of the cost of capital deployed and depreciation of assets. The current calculations does not take
into account this figures. The difference will be around 6%).

Some Countries separate out the hospital costs and the fees for Surgeons or Anaesthetists.

Similarly hospitals in some Countries are paid on a per diem basis (usually prospectively
negotiated) whereby they receive a payment for the procedure followed by a rate per day during
the hospital stay. In these circumstances we have made an estimate of the average length of
stay in that speciality in that country. Again this assumption will need verification and potentially
some adjustment.

Finally most systems have a mechanism for identifying individual surgical procedures and a
grouping system for reimbursement of clusters of procedures with similar levels of resource
utilisation. The mechanisms for linking the procedure to the price grouping is clear in most
countries. In France and Denmark, however, the mechanism for formal linkage is still not
available to us. In this case, for the purpose of the exercise we have estimated which procedures
go into which grouping based upon experience from other countries. Although we believe that
this is probably quite accurate in the case of elective surgical procedures again further
verification is being sought.

In-order to place the comparison of the elective surgical procedure data into a context the
research team felt that it would be useful to look at some of the differences in the ten healthcare

systems ata macro-level.

The populations of the Countries vary quite markedly (fig 2)
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The UK, France and Germany have populations in excess of 60million, Holland, Austria and
Denmark less than 20 million. Fig 3 shows the variation in health care expenditure for health in
general per 1 member of the population.

" TOTAL EXPENDITURE ON HEALTH PER CAPITA

(US$ X-RATE)

pain Finalnd Portugal

m 1997 = 1998 B 1999

3500

2800

2100 -

1400 -

700 -




The UK is clearly an outlier in this area reflecting the relatively low level of investment (or greater
efficiency) in healthcare as a percentage of GDP. In addition the UK seems to be the only country
increasing rather than decreasing levels of health expenditures.

In addition to spending less on Acute Hospital Health Care Provision the UK provides less beds
per 1000 population as shown below in Fig 4.
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The numbers of beds shown in the UK may be skewed by the fact that a larger number of elderly
people, then in other countries, are cared for in private sector Nursing Home provision.
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Even though the expenditure in acute hospital care is relatively low in the UK admission rates are
on a par with other European Countries (Fig 5). Holland has a relatively low admission rate. The
reason for this is not clear at this stage.
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As a product of high admission rates and low bed numbers, length of stay is very low in the UK.
Similarly high bed numbers and low admission rates probably lead to higher lengths of stay in
Holland. The subsequent section explaining the different re-imbursement mechanisms show
that some systems, like Germany, have financial incentives for longer length of stay while other
systems encourage greater efficiency.
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DETERMINATION OF Si

ENGLAND AND WALES

Funding for the National Health Service is raised primarily through general taxation, although the
govermnment has recently hinted at the introduction of a specific direct tax. Other income is
derived from direct patient charges, such as prescription charges and ambulance attendance
fees for road traffic accidents. These are relatively insignificant and do not apply to hospital
Trusts.

Revenue for Hospital and Community Health Services (HCHS) is devolved to commissioning
organisations (Health Authorities and Primary Care Trusk) by annual revenue allocations.
These are based partly on historic spending levels, partly on a needs basis (using a Resource
Allocation Formula which includes weightings for deprivation, poverty etc) and partly through a
bidding process for specifically targeted sums of money (e.g. for Booked Admissions).

Commissioning organisations and hospital Trusts negotiate an annual Service and Financial
Framework (SaFF) which details how the allocations will be spent and what levels of service the
Trusts will provide. The SaFF is used as the basis for Service LevelAgreements (SLAs) between
commissioners and Trusts.

Service agreements account for around 90% of Trust income, with most of the balance coming
from commissioners in the form of levies :

e Service Increment for Teaching (SIFT) is paid to teaching hospitals (typically large
hospitals serving more than one district) to finance undergraduate teaching for medical
students.

e Researchand developmentlevies are paid to all Trusts engagedin R&D.

e The Post Graduate Medical Education (PGME) levy pays 50% of the salary of non-
consultant medical staff, i.e. House Officers, Senior House Officers, Specialist Registrars.

Less than 1% of Trust income comes from private patients and these are normally overseas
emergency admissions who are not covered by a reciprocal funding agreement between their
own country and the UK.

Capital funding for Trusts is received from three sources :
e Minor block allocation given to the Trustto cover small capital investments.

 Regional capital funding. Trusts wishing to access this funding are required to submit a
detailed business case to the local Regional Office of the NHS Executive. Regional Offices
will be replaced by Strategic Health Authorities from October 2002.

e Central capital, e.g. the Treasury Capital Modernisation Fund.

All capital expenditure is subject to “capital charges”, made up of depreciation and 6% intereston
asset value. Capital charges are included in the revenue allocated to commissioners and paid to
the Trusts through service agreements.

Every five years, Trusts undertake a recosting exercise to determine the level of cost within each
specialty attributable to each commissioner. Costs are attributed to Healthcare Resource
Groups (HRGs), which are groups of similar procedures. In accordance with normal accounting
practice, costs are allocated in various ways :

e Direct operating costs, such as consultant and anaesthetist pay costs, are allocated
according to the length of theatre time required for an operation.
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PRACTICAL CONSIDER,

PUBLICATION OF REFERENGE

« Other pay costs, e.g. nursing, will be based on average length of stay.

« Direct non-pay costs such as drugs, intensive care, catheter lab costs etc are allocated on a
usage basis.

« Indirect costs like pathology are charged according to the number of tests requested and so
on.

e Overheads are charged on any appropriate basis, e.g. finance department costs are
charged according to specialty turnover, rates are charged on floorarea.

This gives a “fully absorbed” specialty cost for each HRG. The appropriate amount of any levy is
then subtracted to give the patient treatment cost. This is allocated to commissioners according
to the number of Finished Consultant Episodes (FCEs) carried out within each HRG, giving a
casemix-adjusted average specialty cost for each commissioner. This is done separately for
daycases, elective inpatients and emergencies. A similar process is followed for outpatient
costs. Because of the retrospective nature of the recosting, the total cost attributed to
commissioners will generally be 3 or 4% lower than total commissioner income. A global
multiplier is applied to correct this.

In the period between recosting exercises, Trusts contract incrementally. Each commissioner
will negotiate different changes to activity levels, funding, costimprovement programmes and so
on. This means that average specialty costs will move away from the casemix-adjusted figure.

As part of the performance management process, the government has begun collecting and
publishing reference costs. These were initially for a limited number of procedures, but are now
published for all HRGs and all admission types daycases, elective inpatients, emergencies,
outpatient first attendances and outpatient follow-ups. These are based on fully absorbed
specialty costs, with three key differences :

e Costs of intensive care (ITU) and high dependency care (HDU) are treated separately and
publish as procedures in their own right.

« Certain high cost procedures, such as chemotherapy are also treated separately.

« “Patient day truncation” is applied. The National Casemix Office collects activity and length
of stay data for each HRG and identifies a “trim point” within which 95% of lengths of stay lie.
The cost of any “excess bed days” beyond the trim point are then excluded from the HRG
reference costand reported separately.

For inpatient admissions, the data are presented in the form of a table, where each HRG is listed
and figures given for number of FCEs, average cost across all Trusts, minimum cost, maximum
costand minimum/maximum within which 50% of Trusts lie.

Reference costs do not represent the full cost charged to commissioners, but subject to the
addition of ITU/HDU costs and an assessment of excess bed days, they can be used to make a
comparison between different public sector hospitals. In terms of comparison with private sector
or non-UK hospitals, the reference costs are complete in that they include therapy services (e.g.
OT, physio), capital charges, consumables including 28 days take-home medication and all
employed and consultant staff pay costs. The principal exclusions, other than those noted, which
apply to elective surgery are social care, which is not currently provided by the NHS, and
diagnostic procedures, which are detailed separately within the reference costs.

The actual price a Trust would charge for using any spare capacity would depend on a number of
factors, such as whether out of hours working would be necessary, the likely impact on
contracted workload, an assessment of clinical risk and so on. This means that in practice any
agreement for additional activity would be subject to separate negotiation with the commissioner
concerned.

The cost of inpatient care in UK public sector hospitals is accounted for on a fully absorbed basis.
The published reference cost excludes certain aspects of care, such as ITU and excess bed
days, which are dealt with separately. The actual price charged to commissioners includes
average levels of ITU and excess bed days, but excludes costs met through central levies. The
actual price charged for additional work would depend on a separate assessment of the cost of
the proposed activity.
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