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Victor G. Rodwin

Windows can sometimes be mirrors. A look
at health planning and provider reimburse-
ment in France, for example, refiects our own
problems of implementing health policy. Also,
it illustrates the forces that shape health policy
when national health insurance (NHI) fi-
nances private medical practice—what the
French call la médecine libérale.! In addition,
by analyzing the French health care system,
we can evaluate some frequently proposed
remedies for inadequate coverage and regu-
lation in the United States.

The French health system is a prototype of
Western European health systems. In addi-
tion, it closely resembles our own. Like the

American Medical Association, French

professional medical associations favor auton-
omy for the individual physician and oppose
government regulation of their services. His-
torically, they have insisted on the preroga-
tives of la médecine libérale: fee-for-service
payment, free choice of the physician by the
patient and vice versa, and clinical freedom
for the doctor. Also, as in the U.S., the
French health system is financed largely by
third-party payers, while the delivery of ser-
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On the Separation of
Health Planning

ar.d Provider
Reimbursement: The
U.S. and France

vices remains primarily under private control.
In 1978, 81% of French health expenditures
were collectively financed. compared to 70%
in the U.S.2 Movement toward some form of
NHI in the United States would shrink that
difference.

France has had an NHI program since 1945,
under which benefits have been extended to -
virtually the entire population. Since then,
French policymakers have confronted two
persisting problems. First, health care expen-
ditures have soared. Between 1960 and 1978,
the average growth rate for French health care
expenditures exceeded that of the U.S., and
the trend appears likely to continue.® The sec-
ond problem stems from the institutionaliza-
tion of negotiating mechanisms to set reim-
bursement rates. Conflicts emerged between
medical trade unions and the National Health
Insurance Fund for Salaried Workers (Caisse
Nationale d’Assurance Maladie des Travail-
leurs Salariés—CNAMTS).

Despite differences in public administration
and political style—French government tra-
ditionally has been more centralized—Ameri-
can and French policymakers share a common
challenge. Often, they seek to link health plan-
ning to mechanisms of provider reimburse-
ment, to increase their control over the allo-
cation of health resources, and to contain rising
costs. How did this challenge emerge in the
context of French NHI? What has been done
to meet it? And what are the implications of
French experience for the U.S.?

To answer these questions, 1 begin by ana-
lyzing health planning efforts in the U.S. Then
I make the case for linking health planning to
provider reimbursement, and evaluate the
French experience with health planning from
the point of view of the foregoing concerns.
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Health Planning in the United States

Federal and state health planning efforts in the
U.S. may be traced back a half-century to the
monumental report of the Committee on the
Costs of Medical Care, which analyzed the4n-
adequacies of the health system in 1933 4 The
first major effort of the federal government to
promote health planning began with the Hill-
Burton Hospital Construction Act in 1946,
This legislation was followed by a series of
amendments, regional medical programs in
1965, and the Comprehensive Health Planning
and Public Health Service Amendments in
19665

Despite these efforts, the National Health
Planning and Resources Development Act of
1974 (P.L. 93-641) declared that the history of
public and private sector responses to the
problems of inequitable access and rising
costs ‘*have not resulted in a comprehensive
rational approach to the present
(problems). ... P.L. 93.641 is the most
comprehensive piece of federal health plan-
ning legislation enacted to date. It called for
ambitious reform of the health care system,
with special emphasis on cost containment,
The Act adopted two principal approaches to
controlling rising health care costs.” First, in
its list of priorities, it sought to achieve long-
run savings in national health expenditures by:
improving the organization of health services;
preventing costly and avoidable illness; and
developing alternatives to expensive institu-
tional care. Second, through its required re-
views of the appropriateness of new institu-
tional services and of existing services, it
sought to achieve long-run savings by limiting
“‘unneeded’ capital and service expansion of
hospitals.

These two approaches to cost control re-
quired major reorganization of the health sec-
tor. To accomplish that reorganization, P.L.
93-641 relies on three mechanisms: 1) health
plans, reflecting national, state and local ob-
Jjectives, that outline specific steps for narrow-
ing the gap between health needs as defined
in the plan and existing resources; 2) reviews
of hospital expansion programs to inform reg-
ulatory decisions on whether to authorize
more hospital beds and expensive equipment
and 3) reviews of federally funded programs
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to determine whether they conform to regional
and local health priorities as reflected in the
state health plans, the health systems plans,
and the annual implementation plans,

In their documents and project review hear-
ings, health planners repeatedly have sum-
marized—sometimes with great eloquence—
the current opinion about what constitutes an
improved health system. A consensus of opin-
ion challenges the predominant medical model]
of hospital-centered care and promotes the re-
distribution of health resources away from
hospitals to environmental health services and
community-based social services. In spite of
the consensus of policymakers, however, the
three mechanisms of P.L. 93-641 have proven
inadequate to implement the state and local
health plans. The reason is that the financial
incentives underlying the health care system
currently work at cross-purposes with the
goals elaborated in the plans.

In an attempt to improve the operating ef-
ficiency of hospitals, P.L. 93-641 did authorize
continuation of experiments with incentive
reimbursement mechanisms.® Still other mea-
sures——such as the 1972 Social Security
Amendments, the Health Maintenance Act of
1973, and the Carter Administration's Hospi-
tal Cost Containment Bill—may be cited as
part of a legislative strategy to alter financial
incentives in health care reimbursement.!® But
despite these small steps, health planning and
regulatory activities in the U.S. remain sepa-
rate from the institutions that finance health
services,

At the national level, for example, the
Health Care Financing Administration coor-
dinates public financing of health services
(Medicare and Medicaid), whereas most na-
tional health planning activities are conducted
separately within the Health Resources
Administration and within federal facilities
and programs such as the Veterans Adminis-
tration hospitals and the Indian health service.

The same applies at state and local govern-

ment levels. Health systems agencies (HSAs),
the local expression of the national regulatory
System, carry out planning activities separately
from state-owned and municipal hospitals and
from rate-setting agencies and third-party pay-
ers that reimburse health care providers.
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The Case for Linking Health Planning
10 Provider Reimbursement

The case for linking health planning to financ-
ing is based on the presumption that health
plans, once they have been agreed upon by a
representative and legitimate body. ought to
be implemented. Katherine Bauer, who di-
rected the most thorough studies on the theme
of linkage, states the case succinctly:

Rate-setting is now being looked to as a pos-
sible means of putting teeth into the future
reviews of existing institutional services,
through application of reimbursement pen-
alties on institutions whose services are
found to be inappropriate.!

Karen Davis urges aggressive use of reim-
bursement incentives to discourage costly in-
stitutional care and to encourage primary
health services.}* She advocates: reduction of
physician fees for institutional services; elim-
ination of financial incentives to prescribe
costly medical procedures; relatively higher
payments for primary health services, partic-
ularly in rural areas; a means of reimburse-
ment that favors comprehensive and primary
health centers; salary reimbursement of hos-
pital-based physicians; and continued experi-
mentation with new methods of hospital reim-
bursement. These concrete proposals are
sound, but they deal neither with the general
issues of linkage nor with the problem of de-
signing appropriate implementation strategies.

The General Issues. To link health planning
and financing, the social goals of reimburse-
ment must correspond to those of health plan-
ning. ldeally, the reimbursement system
should encourage physicians and hospitals to
base the provision of services more on medi-
cal reasons than on financial incentives at the
margin. This goal raises the question of what
criteria to use in evaluating the effects of al-
ternative reimbursement mechanisms. '
For evaluating the effects of alternative
methods of physician reimbursement, Glaser
suggests the following criteria: encouraging
good medicine; preventing abuse; discourag-
ing neglect: and recruiting and allocating doc-
tors.’* Although these criteria refiect impor-
tant social goals, they need to be made more
operational. How, for example, can a measure

Planning and Provider Reimbursement

of good medicine and a proper distﬁbulion of
physicians be specified? What is a reasonable
rate of return to physicians? Is it possible to
manage physician-induced demand? In de-
signing payment mechanisms that link health
planning to physician reimbursement, plan-
ners cannot escape such fssues.

For evaluating the effects of alternative hos-
pital reimbursement mechanisms, Feldstein et
al. suggest these criteria: hospital internal ef-
ficiency; efficiency in allocating resources
among hospitals; control of increases in hos-
pital expenditures; and minimization of the
costs of medical treatment.** All of these go
well beyond current cost-based reimburse-
ment practices, which base their notions of
“‘fairness’’ and *‘reasonableness’’ of payment
on ways of assuring an acceptable flow of rev-
enues over expenditures. Nonetheless, such
criteria do not provide guidelines for broader
planning issues, such as the extent to which
hospital reimbursement should be the primary
source of capital funds, and determination of
the regions requiring disproportionate invest-
ment and improved access to hospital and oth-
er health services. Also, the criteria are not
helpful in specifying how to build incentives
into the reimbursement scheme. Should reim-
bursement rates apply to medical procedures,
hospital days or, more broadly, to iliness ep-
isodes (e.g., diagnostic-related groups) or sub-
scriber-population characteristics?

Deriving criteria to evaluate alternatives in
provider reimbursement ultimately forces rec-
ognition of a central planning dilemma: how
to create a reimbursement system in the health
sector that encourages hospitals and physi-
cians 1o pursue society's interests as well as
their own. This dilemma leads us to consider
implementation strategies.

Implementation Strategies. Once the social
goals of reimbursement have been agreed
upon and criteria devised to evaluate the ef-
fects of alternative reimbursement mecha-
nisms, what specifically is {o be done? In es-
sence, linkage involves bridging the gap
between planning and financing. With regard
to physicians, this involves devising reim-
bursement incentives that influence the behav-
ior of doctors in ways consistent with health
planning goals. With regard to hospitals, it in-
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volves the coordination of planning. rate-set-
ting. utilization review, and third-party financ-
ing mechanisms. in order to devise consistent
policies that influence hospitals to conform to
national, state and local health planning goals.

O Linking Planning to Physician Reinmburse-
ment. In the United States, no attempt has
been made yet to link health planning to
physician reimbursement. Only two years
ago Robert Derzon, former administrator
of the Health Care Financing Administra-
tion, called for a national fee schedule as
a basis for physician remuneration. Instead
of reimbursing physicians under the pre-
vailing ‘'usual, customary and reasonable™
fee structure used by Medicare as well as
numerous Blue Shield Plans, Derzon's
remedy involves developing a list of max-
imum allowable reimbursements for specif-
ic medical procedures. *‘Such schedules,”
he said, ‘*could be set either unilaterally or
by negotiations between government and
physicians, but certainly not unilaterally by
physicians.’"!®

There is ample evidence that the existing
reimbursement structure works at cross-
purposes with health planning goals by
encouraging costly institutional care,
growth of specialized services, and exces-
sive use of costly technology.'® To serious-
ly consider a national fee schedule that
links planning and financing. a number of
important issues must be faced. How will
the fees be negotiated? To what extent will
such negotiations explicitly incorporate cri-
teria developed by health planning institu-
tions? For example, will linkage between
health planning and physician reimburse-
ment require physicians to set their fees so
that they reflect the relative costs of pro-
ducing their services? Or, will linkage be
used even more forcefully to influence phy-
sician Jocation and specialty distribution in
ways recommended by health planning
agencies?

O Linking Planning to Hospital Reimburse-
ment. Since the early 1970s, nine state gov-
ernments and at least 25 Blue Cross Plans
have introduced some form of control over
the determination of hospital reimburse-
ment rates.!” Some of these experiments
have included attempts at linkage, at least

A

between health planning and rate review.
In Rhode Island. for example. a partner-
ship was forged between planners and rate-
setters to promote common objectives
within a limit on hospital spending—the so-

“called maxicap model.’* In Maryland, as

early as 1968, the Health Services Cost
Review Commission was the first agency
to attempt regulation of hospitals compa-
rable to that for public utilities, while en-
couraging comprehensive health planning
agencies to develop a state plan.'® Also, in
Massachusetts, New Jersey, New York
and Washington, various kinds of linkage
have been achieved.?®

Bauer and Altman conceive of linkage as
a way for rate-setters and planners to ex-
change information.?” Rate-setting agencies
could provide HSAs with useful data for
the cost analyses important to implemen-
tation of health plans. HSAs, in turn, could
help rate-setting agencies with analyses of

community need, access and quality of ser-

vices.

Another approach to linkage focuses on
a range of possible strategies by third-party
payers—for example, writing conformance
clauses into Blue Cross Plan contracts with
providers and developing innovative pay-
ment mechanisms to stimulate elimination
of excess capacity.?® Such actions would
involve reimbursement based on optimum
utilization rates, reimbursement for fixed
costs associated with closure of unneeded
facilities, and limits on capital spending.
Other advocates of linkage go further and
recommend ceilings for regional health ex-
penditures, thereby forcing explicit trade-

offs not only for capital investments but for

expenditures as well.?® Indeed, the Carter
Administration’s Hospital Cost Contain-
ment Bill proposed a national limit on cap-

ital spending and operating cost increases

of hospitals.>

In addition to information exchange,
strategies by third-party payers, maxicaps
and penalties for inappropriate services,

linkage might encourage cost-effective

modes of treatment and create disincen-
tives for volume increases of hospital-
based care and incentives for primary care,
particularly in designated areas of need.

i
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Finally, linkage could be used as a mech-
anism for creating pooled depreciation
funds out of which to allocate future in-
vestments and perhaps even to finance
health promotion campaigns. -

There has been enough experience with
various forms of linkage between health
planning and hospital reimbursement to
raise a number of important organizational
and technical questions. Among them:
- Who should contro} the rate-setting agen-
cies? To whom should they be accounta-
ble? Should rate-setting and planning func-
tions be combined and placed under a
single agency such as a department of
health, or should voluntary arrangements
be established between rate-setting and
planning agencies? Should prospectively
set rates apply to all payers—Medicare,
Medicaid, Blue Cross Plans, commercial
insurance companies, and out-of-pocket
payers—or should they apply only to pub-
lic funds? And, most important, to what
extent should hospital reimbursement
mechanisms incorporate the criteria devel-
oped by health planning agencies?

Models of Linkage

An evaluation of the practical problems of
linking health planning and rate-setting insti-
tutions in Maryland and Rhode Island con-
cluded by distinguishing three models of link-
age: 1) representative rate setting under one
agency at the HSA level, where rates are set
in megotiation among members of a broad-
based council; 2) unified planning and rate set-
ting under one agency at the state level; and
3) federal control of reimbursement rates and
planning functions.

Variations of the first and second models
can be evaluated based on statewide experi-
ence within the U.S., but evaluation of the
third model is still premature. The recent
amendments to P.L. 93-641 tend to reinforce
state control over the health planning process.
If, however, NHI is enacted in the U.S., the
legislation is likely to increase federal con-
trol—not only over the mode of reimburse-
ment but over planning functions as well. The
French experience with health planning and
reimbursement provides a unique opportunity
to evaluate a federal model of linkage—one

Planning and Provider Reimbursement

that relies on national contro! of fee-for-ser-
vice reimbursement to hospitals and physi-
cians through the use of fee schedules and ne-
gotiating mechanisms between the principal
interested parties.

Health Planning in France

As in the U.S., cost control and health sector
reorganization are now the central concern of
French policymakers.?® Moreover, recent
French legislation reflects similar strategies to
contain health care costs and reorganize
health services by broadening their planning
and regulatory apparatus and altering reim-
bursement incentives. The Hospital Reform
Act of 1958 reorganized the public hospital
system by linking regional hospitals to univer-
sity medical schools. The Social Security Re-
form of 1967 increased central goverment con-
trol over regional heaith insurance funds. The
Hospital Law of 1970 called for changes in
provider reimbursement mechanisms to con-
trol rising health care costs, and expanded the
administrative machinery and regulatory pow-
ers of health planning.

Under the federal control model of linkage,
health care financing, control of provider
reimbursement rates, and health planning
functions are highly centralized in France
compared to their present organization in the
U.S. This is particularly evident, considering
that in France the tradition of central state in-
tervention was established by Louis XIV,
institutionalized by Napoleon, and has re-
mained so strong as to become the distinguish-
ing feature of French public administration.
One might expect, therefore, that the French
have successfully linked health planning to
provider reimbursement. But as we shall see,
even under the federal control model of link-
age, this is not entirely the case.

France has three politically and administra-
tively separate institutions that dominate
health planning: the Ministry of Health, the
National Planning Commission, and the Na-
tional Health Insurance Fund (CNAMTS).
These institutions are separate yet interdepen-
dent. All of them influence resource allocation
in the health sector, but each serves different
functions, responds to different interests, and
is bound by different constraints.
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The Minisiry of Health

The Ministry of Health is a centralized bu-
reaucracy that manages France's 893 public
hospitals and carries out Parliamentary intent
as interpreted by a narrow group of techni-
cally competent civil servants—technocrats.
Planning tasks and methods are determined in
Paris. Local and regional public health admin-
istrations execute ministerial circulars. For

. example, the Ministry specifies procedures for
making resource inventories and passes down
criteria for purposes of estimating need. The
local and regional administrations send up the
necessary information along with their own
budget requests.

From 1954 to 1970, within the Ministry of
Health, a coalition of health planners and phy-
sicians promoted rapid construction and insti-
tutional reform of French hospitals. They suc-
cessfully modernized the French hospital
system following a strategy of rapid growth,
without paying much attention to distribution-
al issues. At first, there were two goals: in-

creases in hospital beds and changes in hos--

pital organization. The first goal was promoted
under the slogan ‘‘hospital humanization’—
the process of converting large communal

~wards into private rooms and constructing .

new hospitals. The second goal was promoted
under the slogan ‘‘hospital reform’'—the pol-
icy of favoring biomedical research and reor-
ganizing public hospitals into regional net-
works to improve application of the new
knowledge.

By the late 1960s, health planners in the
Ministry of Health had succeeded in modern-
izing France's hospitals. But new problems
emerged—disparities between public and pri-
vate sectors and among geographic regions,
and soaring health care costs. Throughout the
1960s, private proprietary hospitals (cli-
nigues) grew at an even faster rate than public
hospitals. By the early Seventies, the private
sector (mostly cliniques but also private non-
profit hospitals) grew to include one-third of
the total hospital beds in France.?” Though
most medical technology and specialty care
was, and still is, provided in the public hos-
pitals, material conditions were far superior in
the newly built cliniques. Prestigious public
hospital buildings were dilapidated or obsolete
in the Fifties and Sixties. Even in 1970, there

were still 80,000 public hospital beds in bleak
communal wards.?®

Despite the fact that public hospitals are
generally staffed with the most prestigious
physicians and endowed with the most so-
phisticated medical technology, even the best
public hospitals were losing patients to the
cliniques.®® The public hospitals sought more
beds and improvements in material conditions
to ‘“*humanize” the hospitals. ’

At the same time, health planners in the
Ministry of Health called attention to the re-
gional disparities in hospital distribution, rang-
ing, in 1969, from 4.3 to 9.5 beds per 1,000
population.3 The private sector distribution
only exacerbated this inequality, for it provid-
ed 42% of hospital beds in the regions best
supplied by the public sector and only 24% in
the poorest regions.? .

The legislative response to the problem of
regional disparities and rising health care costs
was the Hospital Law, which corresponds
closely to a combination of P.L. 93-641 and
state certificate-of-need legisiation in the U.S.
The law's goal was to improve management
in the public sector and to regulate the dan-
gerous growth, at public expense, of the pri-
vate sector. To do this, the law called for re-
form of provider reimbursement to create
financial incentives for implementation of na-
tional heaith policies and plans, and it estab-
lished new health planning and regulatory in-

stitutions. In 1973, a national commission and °

two regional commissions in each of France's
21 administrative regions were established to
produce health care facility plans and to au-
thorize construction of new cliniques or ex-
tensions of existing ones.

In addition to creating the planning com-
missions, the Hospital Law divided the 21 re-

gions into 284 health sectors. Public hospitals

in each sector are required to provide a min-
imum range of services and to form a sort of
cooperative union in which specialized per-
sonnel and medical technology can be shared.
Clinigues are offered concessionary contracts
by the cooperative union to assume respon-
sibility for specific functions, take advantage
of joint services, and thus become part of the
so-called public hospital service.

At the national level, the health ptan explic-
itly identified areas of need. Standards were
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devised in terms of hospital bed/population
ratios for specific medical services. At the re-
gional level, resource inventories were carried
out for each of the 284 sectors, populatjon pro-
jections made, and socioeconomic and epide-
miologic characteristics of the population doc-
umented. The determination of norms has
been crude, but the work of the regional com-
missions is the largest effort, to date, to apply
analytical methods to the formation of health
policy.** The plans have become an essential
document in the preparation of the national
health plan and a critical tool in defining na-
tional health policy options. In comparing
present levels of health resources to stan-
dards, health planners in the Ministry of
Health have made public issues out of dispar-
ities.

The National Planning Commission (CGP)

The Ministry of Health's involvement in
health planning is supplemented by the Na-
tional Planning Commission (Commissariat
Général au Plan—CGP). Unlike the Ministry
of Health, the CGP is not concerned with
short-term policy such as issuing regulations
and creating commissions to implement Par-
liamentary intent. Rather, the CGP’s charge
is to take a long-term and broad perspective.
Moreover, the CGP is run by a much smaller
staff than any of the ministries. It depends on
the Ministry of Health in every phase of its
planning, both to assemble information and to
execute ministerial circulars. The principal
function of the CGP is to organize and to staff
broad-based horizontal commissions, whose
purpose is to stimulate consideration of broad
and complex issues, and to report their find-
ings and recommendations to Parliament.
The CGP became involved in health plan-
ning because rising national health expendi-
tures could no Jonger be ignored in national

" economic planning. Not surprisingly, in 1965

during the preparation of the fifth national
economic plan, the Commission on Social
Transfers®® underscored rapidly increasing
NHI expenditures as a critical problem for the
future and proposed policies to rationalize the
health system.

These concerns influenced the Ministry of
Health. In 1967, together with the Ministry,

]
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the CGP organized a national task force on the
future of the health sector. The task force re-
port challenged the dominant emphasis of
health planners on technological aspects of
treating disease and biomedical research, and
their neglect of environmental and social as-
pects of health and illness. The report ad-
vocated a regionalized health system that
would develop primary care, link it to second-
ary and tertiary care centers, and encourage
substitution of ambulatory care for inpatient
hospital care.

In 1971, under the direction of Robert Bou-
lin, the Minister of Health, a three-volume re-
port was released outlining specific programs
to rationalize resource allocation within the
health sector.® As did the task force, Boulin
underlined the need for investing more re-
sources in health promotion. Boulin’s report
recommended a variety of special programs,
among them to improve highway safety and
emergency medical services and to reduce
perinatal mortality, alcoholism, cancer, car-
diovascular disease, and mental illness. The
report also proposed to reorganize the supply
of health services by reforms ranging from the
promotion of group practice and greater use
of paramedical personnel to improvements in
hospital management techniques and direct
coordination of and increased control over pri-
vate and public sector growth. : )

By the early 1970s, health planners in the
Ministry of Health and the CGP no longer con-
sidered hospital construction and moderniza-
tion a sufficient goal. They proposed to re-
gionalize and coordinate health service
institutions and to allocate resources so as to
enhance health and reduce the incidence of
illness, rather than to devote disproportionate
efforts to the growth and refinement of medi-
cal techniques. In short, the aim now was ra-
tionalization, in the sense of promoting more
effective and efficient resource allocation.

There has been little success in implement-
ing either the ideas of Boulin's report or those
of the national task force. The medical para-
digm still predominates; medical services still
are concentrated in hospitals; primary care
programs and health promotion remain mar-
ginal activities; and regionalization of health
services is still in the province of health plan-
pers’ dreams. Although the regional health
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planning commissions established under
the Hospital Law have curbed duplication
of hospital services by preventing construc-
tion of some clinigues, they have been unable
to channel health resources into line with their
plans. There has not yet been a single contract
under which the clinigues join the proposed
public hospital service.3 Moreover, planners
in the Ministry of Health, in the CGP, and
particularly in the finance ministry, are
alarmed by the continued growth of health
care costs. In order to understand the failure
to achieve implementation of health plans in
France, it is necessary to examine the nature
of CNAMTS and its interaction with the med-
ical profession.

The National Health Insurance
Fund (CNAMTS)

The third major institution that affects health
planning in France is the CNAMTS. Although
it is one of several funds within the French
social security system, it finances the bulk of
health services—roughly 70% of aggregate
health expenditures (see Figure I). In addition,
it also contributes roughly 305 of the capital
for hospital construction and modernization.
Its policies, therefore, represent a strong lever
for the implementation of the national and re-
gional health plans.

In French administrative law, the CNAMTS
is a private organization charged with the
management of a public service. But in reality
it is quasi-public. Most of its revenue-gener-
ating mechanisms—payroll tax rates, wage
ceilings to which these tax Tates are applied,
the government subsidies to cover deficits—
must be approved by Parliamentary decree
and by the Ministry of Labor and Social Se-
curity, which oversees the activities of the en-
tire social security system. The eligibility and
level of benefits of insurance coverage also are
determined by Parliament. However, provider
reimbursement rates to private hospitals and
physicians are negotiated by the CNAMTS
under ministerial supervision.

Established in 1967 as part of de Gaulle's
administrative reform of the entire social se-
curity system, the CNAMTS was designed to
exercise greater control over the previously
independent regional and departmenta) sick
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funds and to assure financial balance over the
entire system’s receipts and expenditures,
Representatives of the state, of management
(employer associations), and of employees
(trade unions) were appointed to the board of
directors. which was placed under stricter
government supervision by the Ministry of
Labor and Social Security .37

Despite de Gaulle's administrative reform
of 1967, the social security system represents
a political style most unlike the centralized
and nonparticipatory politics of the Ministry
of Health. It is one of those rare French ad-
ministrative structures in which a tradition

of accountability, decentralization and re--

gional autonomy is strong. Indeed, before
the Gaullist reform of 1967, members of
the regional and local funds were elected.?s
Since then, Mmanagement and labor represen-
tatives have been appointed for board mem-
bership, but subscribers have recejved sig-
nificant representation insofar as regional
funds have been accountable to employees
through their trade unions. Nevertheless, pro-
vider reimbursement rates negotiated by the
CNAMTS over the last 20 years actually have
benefited la médecine libérale—physicians in
private practice and cliniques .3

Although the CNAMTS provides financial
Support to the entire health sector, it does not
have jurisdiction over the determination of
hospital per diem rates in the public sector,
and it negotiates with the private sector
against powerful demands by the medical
profession. In France, as in the U.S., hospi-
tals are reimbursed on the basis of costs in-
curred. The unit of reimbursement is the pa-
tient day. For public hospitals, this rate is
officially set by the government. The
CNAMTS merely pays the bill. For private
cliniques, the rate of reimbursement for each
patient day is negotiated by the CNAMTS.
And, for both public hospitals and cliniques,
Physicians’ fees are also reimbursed. In cli-

" niques, physicians are reimbursed following a

negotiated fee schedule. In public hospitals,

since physicians are on salaries and do not pay .

for the use of their equipment and facilities,
the CNAMTS reimburses the hospital on a
fee-for-service basis at a rate that varies ac-
cording to the procedure—40%-70% of the
rate negotiated in the private sector.
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Figure 1. Health care ﬁnimcing in France

Note: The dashed line represents statutory authority.

Until 1968, the CNAMTS negotiated daily
hospital fees for cliniques. on the basis of per
diem rates of the closest public hospital. Since
average costs of public hospitals tend to be
higher than equivalent costs of cliniques, this
system of provider reimbursement enabled the
medical entrepreneur to cream the market.
Cliniques consistently have handled easy
casvs—especially maternity care and routine
surgery—Ileaving the public sector with the
serious medical cases requiring prolonged
hospitalization and capital-intensive care. In
contrast, by law, a public hospital must be
open 24 hours a day, must keep its occupancy
rate under 95%, and must be equipped to han-
dle all emergencies. Moreover, public hospi-
tals include regional teaching hospitals en-
gaged in biomedical research and medical
training. Thus, in the 1960s, while public hos-
pital costs rose faster than those in the private,
proprietary sector, cliniques were reaping
profits from the CNAMTS, and their bed ca-
pacity grew at a faster rate than in the pubhc
sector.*

In the public and private sectors alike, reim-

The arrows refer to financial flows.

bursement incentives have encouraged long
lengths of stay to maximize total per diem fees
reimbursed by the CNAMTS. There are no
financial incentives for hospitals to develop
large outpatient departments, since they are
reimbursed on the basis of costs incurred for
their inpatient services. Nor are there incen-
tives for hospitals to encourage ambulatory
surgery, home care programs, and other less
costly modes of health care delivery.

These terms of provider reimbursement are
not the result of explicit policies democrati-
cally set and forcefully pursued by the
CNAMTS. The board of directors of the
CNAMTS has never pursued explicit policies
such as hospital construction and moderniza-
tion, or health sector rationalization, let alone
health promotion. Rather, the CNAMTS has
responded to pressures emanating from the -
strongest recipients of its funds—the medical
profession. The medical profession largely de-
termines what services are produced in the
health sector and consequently what expen-
ditures will be made by the CNAMTS.

In April 1977, the French government ad-
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vised changes in the hospital reimbursement
rates, proposed a copayment fee (equivalent
to about $4 a day) for each day spent in the
hospital, froze patient day rates, and reduced
reimbursement rates for nonessential drugs
from 70% to 40%. Simone Veil, the Minister
of Health, stressed that it was less necessary
to find new sources of finance for health care
than to ‘‘control,” i.e., slash, expenditures.#

Economies in the hospital could be achieved
by limitation of the number of beds and
more appropriate utilization of existing
ones, but only active planning can assure
control over expenditures while assuring
better quality care.

By ‘‘active planning,’’ the Minister of
Health evidently means the need to link health
planning activities to provider reimbursement.
This concern is not new. Article 23 of the Hos-
pital Law of 1970 called for reform of provider
reimbursement rates in order to give hospital
managers more flexibility and to ‘*harmonize”’
reimbursement rates between private and pub-
lic sectors. In 1972, in an attempt to imple-

ment the Hospital Law, the Ministry of Health .

issued regulations requiring stronger represen-
tation of the CNAMTS on public hospital
management boards. Also, the General In-
spectorate of Social Affairs recommended that
linkages between the CNAMTS and the public
hospital be strengthened further, so as to in-
crease the role of the CNAMTS in setting the
daily rate of reimbursement for a public hos-
pital.

In 1976, a group of students from France's
elite National School of Public Administration
(ENA) published an analysis of the relation
between the CNAMTS and the public hospi-
tal. In their analysis they suggested that *‘the
contradictions between the exigencies of good
management and the rules of hospital remu-
neration should be eliminated.”’ They ex-
plained that *‘the relations between health in-
surance and the public hospital are more
influenced by factors resulting from their his-
toric evolution than by a rational distribution
of skills and responsibilities.”” Finally, they
questioned the legitimacy of an administrative
system in which two health planning institu-
tions—the Ministry of Health and the

CNAMTS—can follow divergent policies.®
148

Conclusions: The Battle Over Linkage

Despite NHI and national health planning ac-
tivities in France, the policies of the Ministry
of Health, the CGP, and CNAMTS are not yet
effectively linked; in fact, they often work at
cross-purposes. Provider reimbursement in-
centives encourage the multiplication of med-
ical procedures and the maximization of pa-
tient days, whereas health planners are
concerned with controlling rising costs by
shifting the burden of care from inpatient to
outpatient services and fostering health pro-
motion rather than high technology curative
services,

The sixth national economic plan proposed
better technical training to teach new admin-
istrative technologies and greater remunera-
tion to attract abler minds to the hospital man-
agement profession.** However, salary
increases in the public sector require a change
of rank in the French civil service hierarchy—
a change that has been suggested not only for
hospital administrators but also for nurses and
other paramedical personnel. Such attempts
to reform well-entrenched structures provoke
immediate opposition from the finance minis-
try, which is not known for its receptiveness
to across-the-board salary raises for civil ser-
vice personnel!

* Proposals to reform reimbursement rates of
the CNAMTS to cliniqgues have met with
equally formidable resistance. When health
planners in the Ministry of Health and in the
CGP propose to rationalize the health sector

by implementing the Hospital Law and linking - ’

health plans to adjustments of CNAMTS pro-
vider reimbursement rates, the medical pro-
fession and hospital associations emerge as
a powerful barrier to change. _

What are the implications of French expe-
rience for the United States? Two trends
stand out:

1 The emergence of health planning to ration-
alize resource allocation. Planners and
managers have increasingly intervened to
regulate the demand, supply and distribu-
tion of health resources. They have: placed
controls on hospital expansion and capital
expenditures; designed incentives to pro-
mote the substitution of ambulatory care for
hospital care; placed strict reimbursement
and quality controls on hospitals; shifted

-~
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methods of provider reimbursement from
fee-for-service to capitation or prepaid sys-
tems; and encouraged physicians to work
on a salaried basis in large institutional sel-
tings.*

The resistance to institutional change'. Ra-
tionalization of major resource-allocation
decisions through health planning has pro-
voked conflict throughout the health sector
because of the effects of proposed reforms
on different interest groups. This has exac-
erbated strains between what Alford calls
*‘corporate rationalizers,’”” who seek to ex-
tend their control over the directions of
health sector change by reorganizing the
delivery system, and *‘professional monop-

[ 8]
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olists,”” that is. medical professionals and
certain hospital associations, who are fight-
ing to maintain their control and resisting
bureaucratic intrusion into their affairs.

The first trend suggests that health planning
can and will in the future be linked to provider
reimbursement. But the second trend suggests
that the so-called professional monopolists
will not tolerate it. The conflict is real and the
stakes are high for all concerned: the state,
the medical profession, and the ancillary in-
terest groups. Indeed, no other aspect of
health policy—in France or in the United
States—is likely to receive such close atten-
tion in the 1980s.
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