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Current Problems

* Still based on "historic"” budget.
* The lack of reference to specific elements — emergency,
teaching/research periphery etc.

* Distributive justice — the lack of connection between
the budget and scope of the different activity mix.

* Cross subsidization between hospitals on the same
network or ownership.

* Retroactive funding of hospital deficits at the end of the year.
* Limited operational flexibility.

* The lack of incentives on ways to encourage budget,
operational efficiency or quality goals.



Current Problems

* The competition between the Health Plans and hospitals
is about the size of discounts.

* Competition between public sector vs. private sector,
are expressed mainly in the selective behavior of the
private sector.

* Limited freedom of choice among hospitals prevents
customers vote with their feet (mainly in the periphery)

e Waiting list in the public system.



Issues in Structuring Solutions

The Scope of Government Budgeting
(Subsidy) vs. Reimbursement

Will subsidized budgeting be in advance or after the fact?
What would be the criteria for subsidized budgeting?
Will subsidization be direct or indirect?

Permission to discount — yes/no?

Will there be Uniform prices or maximum rates?

How to reward teaching, research, infrastructure?



Issues in Structuring Solutions

How the Budget Reforms Combine with Other
Reforms on the Agenda:

e Short queues.
* Full timer.
* Expanding the degree of freedom of choice.

* The establishment of a Government Hospital
Authority.

* The step toward strengthening public system in front
of the private system.



Characterization of general hospitals in OECD Countries

- Ownership — Dominance of public ownership: governmental,
municipality, other public not-for-profit hospitals.
* A small portion of private for profit hospital.
* A minority of Countries where there are hospitals owned by
health funds .
 Reward patterns- a combination of methods:
 Historic budget — partly based on criteria (Num. of
patients, mix of beds, admissions).
* Fee for service (DRG).
* Negotiations on global Reward.
*State involvement in setting price levels and patterns of
reward In almost all countries
*In almost all countries, there is a degree of government
subsidies



Trends of reforms in OECD countries

Split between Perchance and Provider
Delegating authority and responsibility to hospitals

Strengthening the connection between hospital expenses and

revenue
Incentives to encourage quality
More freedom of choice to improve satisfaction.

Means to reduce expenditure



