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EXECUTIVE SUMMARY

The Ministry of Social Affairs and Health invited the European Observatory on Health Systems
and Policies to organize a panel of international experts to provide an evidence-informed pre-
review of health and social care reform proposals in Finland. The international panel was com-
posed of experts from the Observatory, World Health Organization Regional Office for Europe,
Organization for Economic Cooperation and Development and key academic institutions.

The review is based on expert consensus opinions derived from the panel’s international experi-
ence and the assessment of the reform proposals. The panelists carried out two country visits in
July and September 2016, met with a range of experts and stakeholders and reviewed selected
documentation on the reforms. The report considers reform proposals up to 10™ October 2016.
This preliminary review constitutes the first phase of a more comprehensive reform monitoring
and evaluation exercise that is scheduled to take place over the next years following the imple-
mentation program.

Reform Challenges, Objectives and Proposals

The Finnish health and social care system performs well in many respects; however, there is clear
scope for improvements and there is a broad consensus about the need for reform. The system
relies on municipalities, sometimes with very small populations, to provide health and social care
services. While it has yielded many positive results, there are inequities and problems with access
to and effectiveness of services. Unmet needs are higher than in other Nordic countries with 3.1%
(2014) of the population reporting problems accessing services due to high waiting times particu-
larly for specialist and primary care and social services. Those with access to occupational health
services can access GP services comparatively more quickly than the general population. Out-of-
pocket spending is also quite high for the Nordic region, at 19.1% (2015) of total expenditure.
There is also evidence of inefficiencies particularly with the provision of health and social care
for patients with chronic needs. These problems are caused in part by the limited managerial ca-
pacity and expertise in many, particularly small, municipalities. Moreover, municipalities vary in
their revenue raising potential and have considerable discretion in terms of the services they cov-
er. In addition, in many instances public sector providers do not have adequate incentives to be
responsive and innovate.

One other major challenge that has triggered reforms in Finland is concerns about high health
expenditure and the fiscal sustainability of the health systems, even though the current level of
expenditure at 9.6% of GDP (2015) is only slightly above the EU average. While, as elsewhere,
this concern stems from ageing and technology pressures, it is also due to broad fiscal constraints
together with deficit reduction targets that go beyond the health and social care sectors.

The health and social care reform proposals aim, therefore, to improve equity, access and effec-
tiveness of health and social care services while ensuring efficiency gains and containing costs.
An overarching goal of the reforms is to curb expenditure growth through cost savings. More
specifically, the government has established a target of 3 billion savings by 2029 to eliminate the
so-called public sector sustainability gap. A number of the proposed reform strategies have been
under debate for several years and command broad consensus among key stakeholders while



other more recent ones are deemed to be more controversial. However, there is general agreement
that a system-wide health reform has been long overdue in Finland.

The review focuses on the five most relevant reform areas identified by the panelists; the first
four constitute the central pillars of the new reform program, and the fifth while also key to the
reform success is more horizontal or cross sectional in nature as it functions primarily to support
and enable the implementation of the others. These five areas are:

i. Counties as organizers and purchasers of health and social care;
ii.  Introduction of provider competition and freedom of choice;
iii. Integration of health and social care services within counties;
iv.  Strengthening public health at the county level; and

v.  Reinforcing governance, regulation and information systems.

On the whole, this review finds that the proposals have great potential to reduce inequalities, im-
prove efficiency and curb expenditure growth in the long run; however, if the reforms are to be
successful policy makers will need to address a series of issues and meet a number of prerequi-
sites for implementation.

Key reform issues and prerequisites
1. The role of the county as organizer and purchaser

Under the reform proposals 18 newly formed counties will take responsibility from the munici-
palities for organizing and purchasing health and social services on behalf of their populations.
Funds will flow primarily from central government to counties based on a needs-based resource
allocation formula. Among all the proposed reforms this one has the highest potential for impact,
commands broad consensus and has top implementation priority.

o Centralizing the organization and financing of health and social care at county level
should help to improve efficiency and equity through strategic purchasing, economies
of scale and increased leverage over allocation of resources and care delivery. Coun-
ties will have the ability to allocate resources between geographic areas and among ser-
vices according to health and social care needs. In the same way, they will be able to ex-
ercise leverage over providers and improve coordination between sectors and levels of
care through prospective contracts and payment incentives. To realize this potential, it
will be essential for counties to move from passive forms of purchasing — the mere reim-
bursement of providers — to more proactive and strategic forms of purchasing that con-
sider which interventions should be purchased, how they should be purchased and (within
the freedom of choice scheme) from whom.

e To strengthen strategic purchasing capacity, counties will need to build technical skills
and infrastructure, with a particular focus on information systems. Purchasing requires
a great deal of technical skills and capacity. Additionally, high quality data in particular
are required to assess the health needs of populations, cost the current patterns of service
provision and measure the quality of services. Data are also necessary to set up appropri-



ate contracting and payment systems. Finland still faces a dearth of information when it
comes to measuring the performance of individual providers including the quality and
costs of service provision. This represents a true barrier to the development of contract-
ing, monitoring and performance evaluation.

Conducting health and social needs assessment at county level is of high priority.
Needs assessment is a key prerequisite for strategic purchasing to ensure appropriate al-
location of resources between geographical areas, client groups and services. However,
needs assessment is a complex process, requiring a wide range of disciplinary inputs, as
well as detailed technical knowledge of the conditions and interventions being consid-
ered. Moreover, needs assessment may be especially difficult in a competitive environ-
ment, where the relationships between the purchasers and providers are subject to compe-
tition law.

Designing new contracts and payment systems will be very complex; they will need to
be adapted to the Finnish context and implemented incrementally in light of the pro-
gress in information systems, availability of purchasing capacity and closely aligned to
the other reform measures such as freedom of choice and provider competition. The
lack of appropriate information also has important implications for the types of contracts
and payment systems to be implemented at the outset. In the presence of considerable
uncertainty, cooperative solutions rather than formal detailed contracts would be better
advised with all parties committing to strategically improve data collection over time.

Harmonization of provider payments within and across counties is required to support
individual counties and allow for cross-county purchasing and performance compari-
sons. Payment systems are complex to design and implement; as a result, most countries
have uniform payment systems that are centrally designed. While variability in purchas-
ing and payment systems across counties is inevitable in the short-run due to differences
in technical capacity, in the long run, there should be a harmonization of payment sys-
tems and prices across counties (allowing for variations in costs due to geography in ad-
dition to some incentives). This will be administratively simpler for counties and provid-
ers, as well as facilitate patients seeking care from other counties, as compared to a sce-
nario where counties determine their purchasing and payment strategies independently.

Ensuring appropriate levels of autonomy for public providers is key if providers are to
respond effectively to the new purchasing incentives and compete with other service
providers. Autonomy is particularly important among publicly-owned providers within
the freedom of choice scheme so that they can respond to incentives. Public service law
utilities who are not subject to any competition should still have a great degree of mana-
gerial autonomy. In the case of the latter, public service law utilities will need the ability
to manage themselves and re-organize so that they may respond quickly to changes in
purchasing incentives.
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Due to some of the challenges associated with purchasing, giving more responsibility to
collaborative catchment areas may offer an opportunity for further gains in economies
of scale. The role and responsibility of the five collaborative catchment areas will likely
need to be strengthened in future as these form a more appropriate level for purchasing
and organizing more specialized services. It would be advisable to consider some form of
regulation or provisions which would oblige the counties to (re)pool funding at the col-
laborative area level for more specialized services. Otherwise, from a purely purchasing
and organizational perspective it would be more effective to have fewer than 18 counties.
Fewer and larger counties would benefit from larger population bases particularly for
high cost or specialized services and from critical purchasing capacity and skills, which
are key to success. The collaborative areas approach offers the next best alternative in
Finland but the governance arrangements for these areas currently in place may not be
sufficient.

National level guidance setting strategic and operational directions for information
systems, contracting and purchasing will be essential to support counties. The national
level should provide clear guidance on purchasing, such as setting the benefit package,
national standard framework contracts or purchasing guidelines to support county capaci-
ty to purchase services within and across its borders. In that regard the Ministry’s current
initiative to support change in collaboration with counties is deemed to be very much in
the right direction. In addition, given the overall population size of Finland, the purchas-
ing of highly specialized and high technology services should be carried out at central
level or under strict central regulation.

2. Choice and competition

While the details have yet to be finalized as of 10" October, freedom of choice and competition
are important developments in the Finnish system; however, choice is not an entirely new con-
cept. Some choice already exists within the municipal system (e.g. choice of health center),
though this has not been seen as a strategic priority in most municipalities historically. The exten-
sion of freedom of choice is likewise not considered to be the core of the reform according to
many key stakeholders.

If well designed, there is clear potential for choice and competition to incentivize pro-
viders, increase access and responsiveness, and improve quality. However there is also
potential for unintended, adverse consequences. Therefore it is recommended that im-
plementation of choice and competition is undertaken cautiously, in a stepwise fashion,
starting with services in which some degree of choice already exists (such as social ser-
vices and some aspects of ambulatory care) and only progressing to more complex ser-
vices (or bundles of care) once early experience has been assessed.
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e Given the many potential models of freedom of choice, it is important that the reforms
clearly identify the circumstances in which choice will be available. Freedom of choice
can be valuable for imposing discipline on providers, and helping align packages of care
with user preferences. However, there are countless ways in which choice can be intro-
duced into a care pathway. It will be important for clarity on the objectives of freedom of
choice, and the services or providers that are to be included in the scheme.

o Allowing private providers to compete to provide publicly funded services requires a
level playing field between providers, with particular efforts to prevent cream-
skimming. Providers should be treated the same in terms of the way they are monitored,
contracted and paid and in the complexity of patients that they care for. This may be chal-
lenging. Given the current linkages between county-owned providers that compete under
the freedom of choice scheme and the county itself, as some counties may take anti-
competitive steps to ensure that their own providers remain financially solvent. Alterna-
tively, private providers may choose to primarily treat simpler, low cost patients if public
providers are obliged to serve as the provider of last resort. Independent surveillance ca-
pacity at the national level is needed as a watchdog on such practices.

e There are significant information needs to enable choice and workable competition,
including public reporting of provider quality data so that clients can make informed
choices and so that purchasers can decide who to allow into the market and monitor
performance. Information is a fundamental requirement for choice and competition, to
ensure that providers are delivering high quality care, and to act as a signal of quality for
strategic purchasers, voters, and importantly, service users. Reports of provider quality
are also vital to strategic purchasing, and audit of purchaser and provider performance.

3. Coordination and integration of health and social services

One of the primary aims of the reform is to ‘integrate health and social services into a client-
oriented package’, which is expected to reduce institutional care, strengthen preventive work, and
minimize the service needs of the elderly. Under the reforms, counties will be tasked with fund-
ing and provision of health and social services.

o Coordination and integration of health and social services can lead to patient-centered
care, increase quality and improve efficiency. Insufficient coordination and integration
of health and care social services is a well-known problem in many countries, especially
for frail elderly, people with multiple chronic conditions, and people with substance
abuse issues. With 10% of patients responsible for around 80% of costs in Finland there
is clearly great scope for improvement regarding integration and coordination.
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There are many preconditions to establishing service chains that integrate care Coun-
try experiences demonstrate that coordinated activities do not necessarily take place even
when health care and social services financing are integrated in the same regions — coor-
dination will only occur with strong incentives (financial and otherwise) that encourage
providers to cooperate.

Finland should focus on both horizontal and vertical integrated care models, building
on its considerable existing experience and pilots. Finland has a considerable range and
depth of experience with pilots. Given the context-specific nature of health and social
care integration, Finnish regions that have had successful pilots should build on and scale
up these programmes and be given the autonomy to do so. In this way a ‘toolbox’ of
well-functioning strategies could be advanced.

Information systems must be carefully developed to facilitate providers to manage pa-
tients in integrated care models. The decentralized nature of the Finnish system allowed
the development of parallel information systems that were largely not interoperable. The
implementation of a new information structure creates an opportunity to address some
key obstacles in information sharing across the system — for personnel, for evaluation and
research purposes, as well as for citizens and patients. In terms of integrating care ser-
vices, the use and sharing of electronic health records has been emphasized as a main
function to increase efficiency and lessen the administrative burden for health care per-
sonnel.

Care should be taken to ensure that integration of services is not disrupted by freedom
of choice. There is a risk that the aims of choice and competition can undermine that of
integration and coordination if applied in the same areas. By allowing patients to choose
providers, it may be difficult to direct patients into cost-effective care pathways and to
ensure coordination across providers who may be competing for business. An alternative
could be to remove high-risk patients from the choice scheme in order to create more ef-
ficient service chains. A second alternative is to allocate the budget to the case-manager
to organize services and allocate resources between the providers that the patient chooses.

4. Public health at the county level

The proposed health care reforms involve a number of changes that will impact on roles and re-
sponsibilities in relation to public health. Many public health functions currently residing at the
level of the municipality will move to the new counties, including preventive care services, envi-
ronmental health, and screening, as will at least some aspects of health reporting.

Finland is recognized as a leader in public health in Europe, with a strong record of
achievement, and is looked to as an exemplar of what can be achieved. Finland has
often been considered to be a leader in public health, with the North Karelia project a
widely cited example. The reforms offer considerable potential to consolidate and con-
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centrate expertise at the level of the counties, developing a critical mass of skilled profes-
sionals, supported by appropriate infrastructure, including information systems, although
this will also require a considerable strengthening of the public health function.

There are risks during any major organizational reform, including the loss of critical
expertise, institutional memory, and networks. Services will be transferred to the coun-
ties as complete packages, simply relocating the administrative structures. It is, important
to recognize that structural reforms typically lead to a temporary, but at times severe dis-
ruption of existing activities, often lasting 2-3 years. Given Finland’s high level of
achievement in public health, it will be essential to guard against any deterioration, for
example due to loss of key staff and institutional memory. This will require a carefully
designed transition strategy.

While recognizing the autonomy of the county authorities, there is a strong argument
for developing national guidance on the range of essential public health functions,
drawing on Finnish and international good practice. There is a strong argument for us-
ing the reforms to establish a national function that is capable of keeping up to date with
emerging evidence on areas such as screening, synthesizing that information, and dissem-
inating it in the form of guidance to the counties. Such a function can also make a valua-
ble contribution to monitoring and evaluation, thereby maintaining Finland’s excellent
performance in this area.

Counties need a clearly defined public health mandate and capacity. Much of the re-
form preparation is focused on services, however it is important that counties are provid-
ed sufficient resources and the authority to carry out public health functions.

5. Reinforcing governance, regulation and information systems

There are many challenges for governance raised by the reforms, particularly regarding
the role and capacity of counties, as well as surveillance of the reformed system and regu-
lation of the competitive markets. In addition to these challenges, high-quality data is an
urgent priority for almost all aspects of the reforms.

Care must be taken to ensure the reforms are in line with constitutional requirements.
Constitutional issues derailed a previous iteration of the reforms in 2015. While we are
unable to comment on the constitutionality of the reforms, undoubtedly efforts are needed
to ensure the reforms are constitutional.

Although counties are expected to have significant autonomy, for many functions — in-
cluding information systems, monitoring, and some aspects of purchasing —a strong
governance role for authorities at a centralized level will be important. Some of roles
(such as clinical and service delivery guidelines) are already successfully undertaken at a
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national level in Finland and it is important that these resources are maintained and
strengthened further. Some national functions are necessary to maximize the benefits of
decentralization by producing useful comparative information, some to avoid unneces-
sary duplication, and some to compensate for the limited managerial capacity that will be
available in some counties. Moreover, particularly as freedom of choice and market com-
petition play a role in the reforms, the capacity to supervise and regulate provider markets
will be essential at a national level.

The benefits of commercialization should be balanced against the benefits of trust in
the current system. Compared to other developed countries, Finland has not historically
relied extensively on formal governance arrangements to control and enhance its health
system performance. It is vitally important that the reformed system retains the beneficial
elements of trust and autonomy that it has enjoyed hitherto. In particular, many formal
aspects of governance impose significant running costs on the system that may be avoid-
ed if actors can be trusted.

A monitoring & evaluation strategy with pre-specified goals should be set up at an ear-
ly stage. Setting priorities and standards is a key function in all health and social care sys-
tems. Many criteria are set at the national level, first because it promotes equity of stand-
ards (such as access and quality) across the country, and second because it economizes on
the need for local bodies to have to set their own standards. The need for adequate per-
formance reporting at all levels of the system is crucial. The specification and mandating
of reporting requirements is usually a national governmental function (often delegated to
an independent regulator) in many countries, to assure standardization and economy of
effort. Importantly, monitoring must be fully integrated into a governance framework if it
is to be of value for improving the system.

Information systems will need to be in line with all aspects of the reform, supporting
purchasing, choice, competition, integration and payment. There is a general consensus
that the information system needs still further development before it is fully in-line with
what is needed from it in the reform context. Building the information system to support
all aspects of the reform is crucial, as it will in many ways be the basis on which the re-
form will stand or fall.

Interoperability of the IT system at the county level will be essential. To secure effective
integration, it will often be necessary to share patient records between providers, and with
the purchaser. Interoperability of the IT system will be fundamental at the county level in
order for the counties to fulfill their role of coordinators of health and social services.
Certainly the county level is where the reality of the current situation of disparate and in-
compatible IT solutions will be mostly felt.
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6. Achieving the reform objectives

The primary objectives of the reform are, broadly, to reduce inequalities and improve fiscal sus-
tainability, primarily through of a mix of changes to public administration, some elements of
market competition, and a renewed focus on care integration.

Overall, the reforms are an ambitious effort to address concerns about inequalities in
access to health and social care, effectiveness and sustainability of the public system.
The panel finds that the consolidation of responsibility for health and social care at a
higher level of public administration than the municipality, in particular, is a positive
move. Nevertheless, this is not a ‘magic bullet’. Counties will still need national level
support and significant resources for the reforms to deliver.

Consolidating responsibility for purchasing and organizing at county level and focus-
ing on integration and coordination of health and social care services have great po-
tential for improving system performance, however investments in strategic purchasing
are needed. Municipalities have historically varied substantially in their capacity to or-
ganize services, given variation in their population size, demographics, and other factors.
By consolidating responsibility for health and social care to a county level, resources can
be more equitably distributed, counties can better align the availability of services with
need, and use their financial leverage to steer the efficient delivery of services. Attention
to strategic purchasing is a key pre-requisite for success; payment incentives must be in
place that motivate providers and support care coordination.

Introducing some choice and competition could also spur innovation, although proper
incentives and regulations must be in place to prevent unintended consequences such
as cream-skimming. Freedom-of-choice for patients and clients is intended to better bal-
ance supplies and demands, more specifically to give care-users the formal option to
vote-with-their-feet. Experience elsewhere suggests that private providers are only likely
to bid for contracts where there are few sunk costs and where the workload is as predicta-
ble as possible, in terms of both numbers and severity. Incentives must be in place to at-
tract providers to undesirable areas and to encourage them to treat relatively complex pa-
tients.

Care must be taken to ensure that past achievements in public health are not compro-
mised due to organizational changes. As has been noted, Finland is recognized as a
leader in public health in Europe. As the reforms proceed, it will be important that organ-
izational change as responsibility is shifted to the counties does not lead to a loss of effec-
tiveness.
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Information on population needs, care pathways, costs, and provider quality are essen-
tial pre-requisites to enable all aspects of the reform, and the importance of infor-
mation cannot be understated. That said, information technology is unlikely to lead to
cost containment in the near term. As highlighted throughout this report, good infor-
mation is essential to support all aspects of the reform. Nevertheless, although infor-
mation systems are often expected to deliver efficiency gains, it is important to note that
at least in the short-term they are unlikely to deliver savings. In addition to fixed start-up
costs, information systems may lead to increases in demand for services, which will lead
to increases in expenditures.

The degree of cost containment sought by the reform may jeopardize the reform’s suc-
cess and damage access and quality of care. The resource allocation formula will im-
pose a strict reduction in the rate of overall expenditure growth in an effort to achieve 3
billion euros in savings by 2029. Current forecasts indicate that this will substantially re-
duce the level of resources in some counties. The panel finds that the plans to slow the
rate of expenditure not only risk underfunding the system but also risk de-railing the re-
forms, creating new inefficiencies and damaging access.

7. Reform implementation

The approach and process of managing change is central to the success (or lack thereof) of any
reform program.

Many aspects of the reform have the potential to reduce inequalities and improve effi-
ciency, however the pace of implementation may be too optimistic and there is potential
for misalignment in some areas (e.g. between integration and competition). The reform
plans include a helpful implementation timetable with approval of various legislations
and implementation phases. The suggested timings, however, may be too optimistic in
light of the complexity of some of the reform strategies suggested, the potential for misa-
lignment and the challenges inherent to devolved decision making in Finland.

Top priorities include establishing counties and building up their capacity to conduct
strategic purchasing. Finnish policy makers may need to start the reform process by giv-
ing the highest priority and devote the main share of the resources to the establishment of
the new county organization structures for which there is significant consensus among
stakeholders as well as a large degree of technical certainty. Moreover, these new county
functions form the basis to enable the introduction of the further reforms including strate-
gic purchasing, contracting, provider competition, freedom of choice, new payment sys-
tems, integration of care and public health. Therefore the main priority should be putting
in place a series of prerequisites for the new county financing, purchasing and organiza-
tion functions to work.
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o Use of framework legislation that sets general obligations and principles but leaves
governing authorities some degree of flexibility in the future is advisable. Finland
should consider adopting framework legislation, which sets out the main reform direction
but allows bottom up innovation developments as well as more implementation flexibil-

ity.

o It will be essential to demonstrate early gains to maintain public support. For a reform
plan to build momentum and gain broader stakeholder support there is need to demon-
strate early successes. One very important condition for a successful reform that is com-
plex and far stretching is the need to show ‘early gains’ and capitalize on the ‘low hang-
ing fruit’.

Study limitations

The methodological approach used for this review has a number of inherent limitations that need
to be kept in mind when assessing the findings. First, the report focuses on a subset of reform
areas deemed of key priority by the panelists; these areas were subsequently studied for a limited
time period that included meetings with a selection of key stakeholders over two country visits,
and assessments of selected key documentation. Second, the assessment is based on predicted
impacts, drawing on expert opinions, prior experiences in other countries, as well as academic
research. Third, at the time of writing this report many details of the reforms remain undecided —
these could have important, unanticipated spillover effects throughout the system. Lastly, alt-
hough every effort has been made to identify unintended effects of the reforms, with such com-
prehensive plans in place, it is not possible to ascertain how all aspects of the reform will impact
on each other, as many — if not all — aspects of the reforms are intertwined and depend on each
other for success.
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1 INTRODUCTION

In Spring 2016, the Ministry of Social Affairs and Health invited the European Observatory on Health
Systems and Policies to organize a panel of international experts to provide an evidence-informed review of
proposed comprehensive health and social care reform measures in Finland, commonly referred to as the
SOTE (social services and health) reform. The panel consists of experts from the Observatory, World
Health Organization Regional Office for Europe, Organization for Economic Cooperation and Develop-
ment, and key academic institutions.

The review has four broad aims™:
e To review the objectives of the reform proposals
e To assess the expected impact of reform proposals by analyzing the strategies for reform and
drawing on experience with similar reforms elsewhere in relevant countries
e To identify prerequisites to enable effective reform implementation
e To provide recommendations (if and whenever required) to adjust reform proposals in light of the
results of the analysis.

To arrive at their findings, the international panel carried out country two-day missions in July and Sep-
tember 2016 to meet with a range of experts and stakeholders? in Finland as well as reviewed a range of
technical documents. The panel’s observations on the expected impact of the reforms and prerequisites for
success are based on evidence-based expert opinions derived from the panel’s professional experiences,
analysis of international evidence and understanding of the Finnish proposals.

There are important limitations of such an approach. First, as mentioned, the international panel’s as-
sessment comes after only two country visits and a short period of deliberation. The scope of the analysis is
restricted to providing an overview of selected key areas of the reform package given the time constraints,
with some prominence given to issues related to health care rather than social care due to greater availabil-
ity of information. Additionally, while the panel reports on its expectations of the proposals’ impacts based
on a variety of factors, including international experiences, the actual impacts of the reform will be context-
specific; as there is no historical precedent in Finland for many aspects of the reform, it is difficult to de-
termine with certainty how the reforms will develop or how stakeholders will respond to structural changes
in the health and social care sectors. Moreover, many aspects of the reforms are intertwined and will have
spillover effects on each other, which could lead to additional unforeseen consequences beyond those cov-
ered by the panel’s analysis. Complicating matters further, the proposals continue to be developed as this
report is being written. As a result, where relevant the assessment considers multiple reform options in a
particular area; the report considers all developments up until 10 October 2016.

! See detailed TORs in Appendix 1
2 See list of experts in Appendix 2
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Framework for analysis

In writing this report we follow a framework that is specific to, and informed by the reform proposals
themselves (Box 1). We frame the analysis by first focusing on the main objectives of the reforms, primari-
ly to improve equity, access, and effectiveness of health and social care services and to improve efficiency
and fiscal sustainability. These are not the only aims of the reform, however much of the rationale for the
reforms is geared towards these objectives.

Box 1. Framework for analysis

Reform areas -

¥» Counties as purchasers and organizers Hea.l'llh and
social care

¥» Freedom of choice and provider competition P
objectives

¥ Integration of health and social care

% Maintain & strengthen public health || Equity,

Access,
¥* Governance, regulation and information systems| | etrectiveness
(horizontal suppart)

Efficiency &
Sustainability

Reform implementation strategy

We then focus on a selection of the main areas of the reforms: the role of counties as purchasers and organ-
izers, freedom of choice and provider competition, integration of health and social care, public health, and
governance, regulation and information systems. The first 4 areas are clearly central areas of the reform
proposals. The last area, governance, regulation and information systems, is of equal importance. However
it is more horizontal or cross-sectional in nature, functioning primarily to support various aspects of the
reforms. Across all areas, we identify international experiences and pre-requisites for success, as well as
key observations by the expert panel. We then re-visit the extent to which the reforms are likely to achieve
the main objectives of improving equity, access and effectiveness, as well as efficiency and fiscal sustaina-
bility. Lastly, we consider the reform implementation strategy timeline and general approach, which en-
compasses all areas of the reform.

Despite the challenges and complexities of the task at hand, we believe the assessment of the reform
proposals is of value and can assist both in the reform design, as well as implementation phases, by high-
lighting areas that may require additional consideration. The review constitutes the first phase of a more
comprehensive reform monitoring and evaluation program that will take place over the next years and
along the implementation of the health and social services reforms.
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2 REFORM OBJECTIVES AND PROPOSALS

The health and social care reform package aims to improve equity, access and effectiveness of health and
social care services while achieving efficiency gains and containing costs through a number of intertwined
measures. In this section we briefly describe, first, the objectives of the reform proposals; and, second, the
panel’s interpretation of the reform plans which will provide context for the remainder of the report.

Reform objectives
Equity, access and effectiveness

The Finnish health system has relied on municipalities, sometimes with very small populations, to coordi-
nate health and social care services. This has yielded many positive outcomes in line with other advanced
OECD countries. However, inequalities are relatively high, in part because some municipalities — particu-
larly smaller ones — have limited managerial capacity and clinical expertise (Vuorenkoski, Mladovsky and
Mossialos, 2008). There are also wide variations in revenue raising potential between the municipalities,
which are not fully compensated for by state grants.

While the Constitution guarantees access to high quality care for all residents of Finland, there is evi-
dence of gaps in terms of access to care. According to data from EU-SILC, the most common reason for
unmet needs for medical examination is waiting lists. Overall, in 2014, 3.1% of respondents reported unmet
need due to waiting lists; among those over 65 years of age, 4.7% reported unmet needs due to waiting
lists. These percentages are the highest of all Nordic countries and well above the EU-28 average, as shown
in Figure 1.

Finland European Sweden Norway Denmark Iceland
Union (28
countries)

H>16 years of age M >65 years of age

Figure 1. Percentage unmet need due to waiting lists, by age, 2014. Source: EU-SILC.
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Research suggests that Finland has experienced significant declines in waiting times for some elective
services, though waiting times often remain long relative to other countries as of 2011/12 (Siciliani, et al
2014). Waiting times were generally stable or increasing up to 2002 or 2003 and then fell sharply by about
43-48% for hip and knee replacement, 30-51% for prostatectomy, hysterectomy, cholecystectomy and
hernia, 55% for cataract and 24% for bypass. Some of this reduction is attributed to maximum waiting time
guarantees However, while more than half of patients in the UK, Portugal and New Zealand received hip
replacements within 3 months, this was not the case in Finland, where only 40% received treatment in that
time period; 18% of patients waited more than 6 months.

Other evidence also indicates that the Finnish population has concerns over access to health services.
Although nearly a decade old, the Special Eurobarometer (283) report on health and long-term care (2007)
finds that 26% of Finnish respondents feel that it is difficult to access a family doctor. This represents the
4" largest population share in the EU, between Romania (23%) and Latvia (27%). This is likely due in part
to the considerable variability in capacity across municipalities.

Municipalities also have considerable discretion in terms of the services they cover. What this means in
practice is that despite constitutionally guaranteed access to high quality services, access to care can depend
on where one lives. Unmet need data from EU-SILC shows that although 2.4% of city dwellers report un-
met needs in 2014, 3.8% of those living in towns and suburbs report unmet needs; 3.0% of those living in
rural areas report unmet needs.

There are also important disparities in health care access and outcomes as a result of occupational health
care services existing in parallel to the public health care system. Those who are eligible for occupational
health services are able to obtain access to GP services much more quickly than people who rely on public
provision. Since occupational health services are typically available to relatively healthy, working-age
people, they can exacerbate inequalities.

Lastly, user charges are a potential barrier to access and source of inequality. Out-of-pocket (OOP)
spending as a share of total health expenditure is quite high for the Nordic region, at 19.1% in 2015 accord-
ing to data from the OECD. This is the highest OOP share of total spending among the Nordic countries.
OOP spending mostly went towards medical goods (43.0%), ambulatory care (30.7%), and residential long-
term care facilities (12.2%).

Efficiency and fiscal sustainability

The current health and social care system may be prone to inefficiencies in part due to its high degree of
fragmentation. Although municipalities have already been responsible for both health and social services,
some, in particular smaller municipalities, lack adequate steering instruments and the political mandate to
influence care coordination. For example, some municipalities report difficulties influencing the behavior
of hospitals, which leads to them losing the ability to govern the provision of care and the control over
patient flows and health care processes at large®. This contributes to high spending for patients with chronic
needs; around 10% of the population is said to account for 80% of costs (Leskela et al 2013). Additionally,
initiatives to provide integrated disease prevention, public health services, and primary health care services
to needy citizens, have often emerged locally, but have proven hard to scale up to the regional or national
level.

% Even if some of the hospital districts have developed specific care trajectories — so-called care paths — for selected
patient groups, this work has been ad hoc and sanctioned from neither the national nor the regional level (Personal
Communication, 2016).
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Although there are no accurate estimations of expenditure on social services available, health expendi-
ture as a share of GDP was 9.6% in 2015 in Finland. While not among the highest shares in the OECD,
there are broader concerns in Finland regarding public finances and fiscal sustainability beyond the health
and social care sectors. As shown in Figure 2, between 2000 and 2008 Finland had a surplus in every year.
However Finland has run a deficit in every year since 2009, as revenue generation has remained flat while
public expenditures have increased. As a result, public debt as a share of GDP has reached 63.1% as of
2015 according to Eurostat -- almost double the level in 2008.
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Figure 2. Fiscal situation in Finland, 2000-2015. Source: Eurostat.

Additionally, according to baseline reference scenario projections from the Ageing Working Group in
2015, health and long-term care will consume 2.8 additional percentage points of GDP in 2060 than in
2013 in Finland. This is of concern, as it is well above the EU average of 2.0 percentage points over the
same time period.

Public finances are expected to remain weak in the long-term. Due to these concerns, a so-called public
sector sustainability gap, calculated as the difference between the baseline projection of public expenditure
and a preferred alternative target projection considered more sustainable, has been estimated (Bank of Fin-
land, 2015). The difference between the two projections amounts to EUR 3 billion by 2029. It is hoped that
the reforms will generate this level of savings by the end of the 2020s.

Reform proposals

The reforms are intended to address some of the challenges related to inequalities and fiscal sustainability
described above. Here we briefly review the reform plans as they are understood by the panel.
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Counties as organizers and purchasers of health and social care

One of the main features of the proposed reform is to introduce a new level of public administration — the
county. Rather than leaving responsibility for health and social care to local municipalities, 18 counties will
be in charge of organizing and purchasing health and social care on behalf of their populations, while 5
larger collaborative catchment areas will be responsible for more specialized services. The motivation for
this reduction in the number of organizers (or purchasers) is, in part, to reduce fragmentation and to better
share the burden of financing care between regions, which can improve efficiency and to reduce inequali-
ties.

Funds will flow primarily from central government to counties based on a needs-based resource alloca-
tion formula. County funding will initially be based on historic expenditure of the municipalities that com-
prise each county, with a transitional period that eventually sees budget caps limit overall expenditure
growth to 0.5% per year, well below historic trends, in an effort to close the EUR 3 billion sustainability
gap. In principle, counties cannot bypass these fiscal constraints; they must balance their budgets and have
no power to raise revenue on their own. The counties will also acquire ownership of public providers, most-
ly hospitals and will have the right to lease or rent premises currently owned by local municipalities. The
details related to contracting and provider payments under the new system are not discussed in detail in the
reform package at this point.

Introduction of provider competition and freedom of choice

Provider competition and freedom of choice aim to improve responsiveness, access and efficiency by en-
couraging innovation, increasing access by bringing new providers into the market, and ensuring that
‘money follows the patient’. Under the reforms, for some pre-defined set (or ‘package’) of health and social
care services, patients will have the freedom to choose their provider(s). The county will still be responsible
for organizing provision for all other services that are not under the freedom of choice scheme; each county
will create a county-level public law service utility that provides these services.

For the freedom of choice scheme, counties will be obliged to establish county-owned companies that
are technically separate from the county itself. These publicly owned companies will be allowed to com-
pete with private profit, and non-profit (“third sector”) providers to offer some client services within the
freedom of choice scheme. The precise services open to competition have yet to be decided.

Integration of health and social care services within counties

One of the primary aims of the reform is to ‘integrate health and social services into a client-oriented pack-
age’, which is expected to reduce institutional care, strengthen preventive work, and minimize the service
needs of older people. Under the reforms, counties will be tasked with funding and provision of health and
social services. The reform proposal defines and outlines how both vertical integration (i.e. linking different
levels of care such as primary, secondary and tertiary care) and horizontal integration (i.e. linking similar
levels of care like primary and social care between hospitals and primary care/social care) will be facilitat-
ed, with strong emphasis on the inter-organizational structure in the production of services. The county will
be responsible and accountable for managing care for the patients, specifically through care planning, well-
defined roles and responsibilities of the caregivers, and at the same time ensuring the patients’ right to
choose providers. However, little is mentioned about how coordination of services will be conducted in
practice, for instance the use of case management.
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Strengthening public health at the county level

Currently, responsibility for protecting and promoting wellbeing and health lies mainly with the munici-
palities and it is planned that many functions will be transferred to the new counties, as will a number of
other functions that have important implications for public health. Some specified tasks will continue to be
undertaken by THL, under legal mandate, such as infectious disease surveillance on the national level,
availability of vaccines, and national registries. Preventive care services, environmental health, and screen-
ing will reside in counties, as will at least some aspects of health reporting, including the existing Structural
Social Reporting which seeks to document and map social problems.

Reinforcing governance, regulation, and information systems

There is widespread agreement that - without good governance - the most enlightened reforms of health
and social care systems can fail. Compared to other developed countries, Finland has not historically relied
extensively on formal governance arrangements to control and enhance its health system performance.
Instead, in common with other Nordic countries, it has relied to a large extent on ‘'trust' that providers, pur-
chasers and patients will 'do the right thing' to ensure that - in general - the right services are delivered, with
satisfactory levels of efficiency and a high level of clinical quality. However some aspects of the reform
proposals — such as the amalgamation of responsibility for health and social care to the county level as well
as the encouragement of choice and competition — require more formal governance mechanisms and lines
of accountability in place to ensure reform success.

Information systems are also an important prerequisite to the reforms and have the added potential to de-
liver efficiency savings and improve care coordination. While Finland is well regarded for its use of data
registers, information systems in Finland will need to respond to several data and information needs of the
reform. These systems must be able to collect the considerable amount of data for assessing need and for
monitoring and evaluation of the performance of the system at county and central level, including data on
provider performance and cost that is necessary for purchasing, monitoring, and public reporting. This is
likely to require substantial and sustained investment to create systems that are appropriate for the new, and
in information terms, more demanding processes. These systems must also provide operational information
for the counties to perform their tasks as organizers and purchasers of the health and social care services,
including data and information for monitoring the care chains, especially for the integrated health and so-
cial services.
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3 THE ROLE OF THE COUNTY AS ORGANIZER
AND PURCHASER

Key Observations

e Centralizing the organization and financing of health and social care at county level should help to
improve efficiency and equity through strategic purchasing, economies of scale and increased lev-
erage over allocation of resources and care delivery.

e To strengthen strategic purchasing capacity, counties will need to build technical skills and infra-
structure, with a particular focus on information systems

e  Conducting health and social needs assessment at county level is of high priority.

e Designing new contracts and payment systems will be very complex, need to be adapted to the
Finnish context, and implemented incrementally in light of the progress in information systems,
availability of purchasing capacity and closely aligned to the other reform measures such as free-
dom of choice and provider competition.

e Harmonization of provider payments within and across counties is required to support individual
counties and allow for cross county purchasing and performance comparisons.

e Ensuring appropriate levels of autonomy for public providers is key if they are to respond effec-
tively to the new purchasing incentives and to compete with other service providers.

e Given some of the challenges associated with purchasing, giving more responsibility to collabora-
tive catchment areas may offer an opportunity for further gains in economies of scale.

e National level guidance setting strategic and operational directions for information systems, con-
tracting and purchasing will be essential to support counties.

Introduction

In the current system, municipalities are responsible for organizing and purchasing health and social care
on behalf of their populations and have considerable autonomy over how they pay for services, contributing
to an extent to geographic variability and inequalities. Under the reforms 18 newly formed counties will be
in charge of organizing and purchasing health and social services. Transferring this responsibility from
municipalities to counties can reduce inequalities and improve efficiency.

To capitalize on this shift it will be essential for counties to move from organizing services or passive
forms of purchasing — the mere reimbursement of providers — to more proactive and strategic forms of
purchasing that consider which interventions should be purchased, how they should be purchased and
(within the freedom of choice scheme) from whom. Strategic purchasing is important not only when but
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purchasing from competing providers in a market situation, but also when commissioning services publicly
owned providers (i.e. public service law-utility) who are not subject to competition.

International trends and developments
Consolidating responsibility for care at higher levels of government

The concentration of responsibility for organizing and purchasing care at a higher level of government is in
line with what other OECD countries have done recently, including those with a strong tradition of local
government. For example, the merger of municipalities and regions into larger geographical units has taken
place in several of the Nordic countries. Denmark implemented a large regional reform in 2007 in which 13
counties were merged into five regions and 279 municipalities became 98. Sweden is now planning to
make the same change, merging 21 county councils responsible for health care into six regions. The prima-
ry aim in both the Danish and the Swedish cases was to increase efficiency by lowering the number of
administrative units, to simplify integration and make coordination easier, although there is still limited
evidence as to the extent to which geographical mergers lead to better integration. In 2016, a number of
Italian regions have also taken steps to merge local health authorities (LHAS) either through administrative
measures (for instance Veneto which reduced the number from 22 to 8), or through deeper reforms that
provide more autonomy to the merged entities in terms of commissioning, financing and planning (e.g. in
the case of Lombardy, which moved from 15 LHAs to 8 new Agencies).

Benefiting from a purchaser-provider split

Introducing or strengthening a purchasing function may require disentangling and sometimes explicitly
separating payer and provider(s). The idea of introducing a purchaser-provider split (PPS) while concur-
rently increasing the provision side’s autonomy to respond to newly introduced incentives and accountabil-
ity rules has been at the core of many public sector reforms since the 1990s, in line with the spreading of
new public management theories, starting with the UK and Sweden (Sliverbo, 2004), but also New-Zealand
(Ashton, 2005), the Catalan region of Spain, among others. The separation of purchasing and provision is
expected to increase efficiency, transparency, flexibility, accountability and to empower citizens (Tyn-
kkynen et al 2013, Takian et al 2015).

The model in Sweden is perhaps the closest to the envisaged model for Finland. Health care provision in
Sweden is funded, purchased and accounted for by a county council that is elected every fourth year in
public elections. Each of the 21 Swedish counties have somewhat different models but mainly, the county
council has an executive board and in some counties also an elected hospital or primary care board, that
decide on what to purchase from the providers. The providing organization and management is run by a
county director and often different heads of administration for the different sectors.

There are of course many different approaches to purchasing, and, as for many other reforms, context
specificity and path dependency will be key. It is worth highlighting that in England, through many waves
of reform, the purchaser at the core of the model has been a provider or a provider-led organization in
charge of purchasing many routine services on behalf of patients. However, it is important to note that
many specialized services are still commissioned nationally, by NHS England, providing benefits of scale
and overcoming the challenge of recruiting staff with the specialist skills necessary for purchasing (see
discussion in Chapter 7 on the role of the central level).
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As is often the case, the lessons emerging from the introduction of a purchasing provider split are not
always conclusive (Bokje and Goddart 2010 for the UK, Takian et al 2015 for a brief and recent review).
One criticism of implementing a PPS is that it can be costly and create a significant administrative burden,
in particular in the process of contracting and competitive bidding. Purchasing is a complex process, which
requires a lot of capacity and is very data intensive. For instance, in New Zealand, the initial costs of con-
tracting were very high (but tended to decrease over time); the burden was especially high on small provid-
ers and when lengthy negotiations had to take place. In addition, the administrative costs increased when
purchasers pursued a strategy of opening the “market” to all providers as opposed to negotiating with a
selected set of preferred providers (Ashton et al 2004). In spite of the complexities, there seems a general
trend across many countries towards introducing a purchaser-provider split.

Designing provider payment systems

Selecting provider payment levels and methods is an integral part of the design of a contractual mechanism.
In doing so, it is important to recognize that provider payments are powerful policy levers and generate
incentives, which affect the quality and quantity of services provided, as well as ultimately the structure of
the markets and the degree of competition. Fee for service, payment per case, capitation and global budgets

are the four main payment methods traditionally used in OECD countries (Table 1).

Table 1. Characteristics, advantages and disadvantages of traditional payment systems in OECD
countries.

FFS Capitation Global budget DRG
Description Retrospective activity- | Prospective lump-sum | Prospective lump-sum | Prospective activity-

based payment: billing
of individual services
and patient contacts

payment per enrolled
patient covering a
range of services

payment covering a
range of services
independent of actual
volume provided

based payment per
patient, patient classi-
fied into groups based
on diagnoses and re-
source use

Main setting in

Predominant mode of

Mode of payment for

Payment for public

Payment for hospital

OECD coun- payment for GPs and GPs in a number of hospitals in a number inpatient cases in many
tries for outpatient special- | countries of countries countries

ist services
Reasons to -better compliance to -cost control -cost control - increasing activity
implement guidelines with re- -low transaction costs | -low transaction cost when replacing global

quired number of
visits

-quicker uptake of
innovative activities
-less risk selection
issues

-improving access
-transparency

- higher focus on
preventive activities

budget

decreasing activity
when replacing FFS
-increased technical
efficiency
-reduction in average
length of stay
-equity

-reduction in waiting
times

-transparency
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Possible unin- -high clinical activity -increase in number of | -rationing of services -hospitals trying to
tended conse- (number of visits and patients with increased waiting | attract additional pa-
guences services per patients) -possible skimping of | time tients

-associated with high-
er costs

-high transaction
costs

care (less visits per
patient and fewer
activity per patient)
-quicker referrals to
other providers
-possible risk selec-
tion

-possible skimping of
care (less visits per
patient and fewer
activity per patient)
-budget allocation may
be less transparent

-focus on more profita-
ble activities
-associated with higher
total costs

-high transaction costs
-early discharges
-upcoding

-possible risk-selection

Source: adapted from OECD (2016).

In attempts to strike a balance between incentives, payment systems are becoming more elaborate and in-
creasingly combine different methods (for example, primary care providers receive blended payment in 25
out of 34 OECD countries). Overall, the traditional payment systems described in the table above do not
adequately recognize, reward, or incentivize quality and value. Pay-for performance which gives more
prominence to results (and thus require these are measured) are used in a growing number of countries.

Countries also now tend to favor broader payment systems, where groups of providers are jointly re-
sponsible for larger segments of care. Typically providers are put at financial risk but can retain surpluses
(provided quality requirements are met). These payments take two main forms: (i) bundled payments for
episodes of care or chronic diseases or (ii) population-based payments. This is seen as a way to incentivize
efficiency by shifting some financial risk to providers, as well as improve coordination and quality (see
Chapter 5 on care coordination).

Most countries have a centralized payment system. In Sweden the county councils are allowed to design
their local payment systems. However, within primary care, the payment systems have become more ho-
mogenous over the course of several years, with capitation being the predominant choice over fee-for-
service reimbursements, although many counties still have a 10-20% share of fee-for service payment. The
capitation is, to varying degree, risk adjusted for age, diagnosis groups, and socioeconomic factors. Target
based reimbursement methods for meeting quality standards or certain public health goals have also been a
common policy to steer caregivers.

While the evidence on the impact these new payment methods is still emerging and the results mixed
and context-dependent, there is enough evidence for countries to continue moving towards payment sys-
tems linked to activity and, to the extent possible, to outcomes.

Key reform issues and prerequisites

Contemporary health and social care analysis recognizes that whoever is paying for services cannot limit its
role to passively financing transactions that take place between providers and patients. Public (or private)
entities who pool and direct significant amounts of funding into service delivery must make good use of
their leverage to ensure that, within the limited funds available, the right services are purchased from cost-
effective providers of high quality in order to best meet patients’ needs and expectations. In other words,
counties can and must take on a role of strategic purchaser to improve performance; this is true even when
purchasing services from their own public service providers.
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This subsection outlines some key features of effective purchasing of particular relevance to the Finnish
context and which may be of some help in developing purchasing guidance.

Meeting information and skill needs to support strategic purchasing

Municipalities in Finland have often been thought of more as ‘organizers’ rather than ‘purchasers’ of health
and social services, perhaps since much of their role involves the direct allocation of funds towards public
service production. However simply transferring this responsibility to county level is likely not by itself
enough to deliver substantial efficiency or equity gains; to do this, it will be important for counties to exer-
cise their increased leverage through strategic purchasing from both private as well as public providers,
including public service law-utilities who are not subject to competition.

Purchasers need the information and skills to decide how different services should be paid for, and to
develop the right incentive structures for providers. More broadly, to be effective active purchasers, pur-
chasers require the skills to negotiate and create contracts with providers, as well as to be able to monitor
care delivery. Purchasing can easily become an overly complex, lengthy, and administratively burdensome
(not to mention costly) process. Key considerations include deciding in advance (i) whether and when to
purchase individual services or packages and particularly within a competitive market-based atmosphere
such as the freedom of choice scheme (ii) which providers (or groups of providers) to contract with.

Strategic purchasing is dependent on the availability of high quality information on needs, but also on
costs and quality of care, which are necessary to determine prices and to decide which providers to pur-
chase from. In spite of recent major efforts, Finland still faces a dearth of information when it comes to
measuring the performance of individual providers (volume, quality and cost) and to measure the costs of
service provision in a detailed way. This represents a true barrier to the development of contracting, in
addition to monitoring and performance evaluation (see Chapter 7 on governance). It has also important
implications for the types of contracts and payment systems to be implemented at the outset. In the pres-
ence of a lot of uncertainty, it may be better to consider more informal agreements rather than formal de-
tailed contracts, with all parties committing to strategically improve data collection over time (see Chapter
9 on reform implementation).

Payment systems will nevertheless likely have to be based on relatively crude provider cost data initial-
ly, the quality of which will probably vary across counties. Transparent and mandatory reporting should be
a core condition of the contracts, to allow for quick adjustments to payment rates and to ensure that over
time, payments can be properly adjusted to account for patient characteristics.

Conducting needs assessment in counties

To have adequate procurement skills and to allocate resources appropriately (both within counties and more
broadly to the health sector overall), it will be necessary to conduct needs assessments. As one element of
strategic purchasing, needs assessments can then form the basis for seeking providers through competition
or other mechanisms.

Health needs assessment entered the lexicon of health policy in the early 1990s following the introduc-
tion of the purchaser provider split in the British National Health Service. It was envisaged as a means by
which the purchasers of health care could systematically assess the health needs of the population for which
they were responsible. There are a number of definitions but all identified a series of elements, beginning
with the systematic review of the health issues facing a population, setting of priorities, and implementing
packages of care, backed up by appropriate resources, to meet those health needs. It is proactive, explicitly
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seeking to identify need that is not translated into demand. In this way it differs fundamentally from tradi-
tional health services that wait until individuals bring their needs to service providers. It is an approach that
is underpinned by a commitment to reducing inequalities, recognizing that those who are disadvantaged are
least likely to translate their need into demand.

Traditionally, health needs assessment involves a series of steps. The first is to define the target popula-
tion. In the Finnish context, this could be the entire population of a county or it could be groups within the
population, defined on the basis of geographical location, such as those living in remote or rural munici-
palities, of settings, such as schools or workplaces, of social characteristics, such as age, ethnicity, or sexu-
ality, or of experience of a particular condition, such as mental illness or cardiovascular disease.

A second step is to select the topic for the needs assessment. Given finite resources, this involves an ini-
tial prioritization. Several factors should be taken into account. One is the impact of the condition on the
population, although this is not absolute and on occasions it will be appropriate to undertake a needs as-
sessment for a rare condition, but one that disproportionately affect certain groups or which has high re-
source consequences. Another is the scope to implement change. There is little point in undertaking a
health needs assessment if there is no appropriate intervention. A third is acceptability, taking account of
the ease with which change will be brought about. Finally, resource feasibility should be considered, lest
expectations that cannot be met are raised.

The methods to be used will vary, but will likely include analysis of existing data, recognizing that in-
formation obtained from health providers only provides insights into those who have obtain care. Nonethe-
less, this can be helpful in identifying otherwise unexplained variation in utilization. In many cases, it will
be necessary to use data from surveys, either from the area in question or from others where it can reasona-
bly be assumed that the population is similar. Finally, it may be necessary to collect new data. It is then
necessary to provide an overall assessment of need in the population, combining these data with evidence
from the published and grey literature were appropriate.

There is a considerable literature and priority setting, including the use of techniques such as multi-
criteria decision analysis, although the most important principle is that decisions should be transparent and
acceptable to those concerned, where possible. Similarly, the design of packages of care can draw on what
is not a very extensive body of literature on both health technology assessment and service delivery and
organizational research. In this respect, it is important to determine not just what works, but what works in
which circumstances. This will involve a detailed understanding of the local context, drawing on the litera-
ture on, for example, soft systems analysis.

There are several implications for Finland. As will be apparent from this brief review, needs assessment
is a complex process, requiring a wide range of disciplinary inputs, as well as detailed technical knowledge
of the conditions and interventions being considered. Consequently, it will be necessary to establish mech-
anisms by which those responsible for health needs assessment in the county administrations, who are like-
ly to be part of the public health function, are able to draw upon the skills of practicing clinicians, working
in partnership with them.

Health needs assessment may be especially difficult in a competitive environment, where interactions
between the purchasers and providers of care may be perceived as collusion in the market. This is especial-
ly problematic where the relationships are subject to competition law.
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Designing appropriate contracts and payment systems

At the time of writing this report, Finland is considering several types of contracts and a range of reform
options for paying health and social care provider institutions and individuals. Here we include four key
observations to bear in mind when designing new contracts and payment systems in Finland.

First, we need to consider whether the payment will be retrospective, prospective or based on competi-
tive bidding; each one comes with its own benefits and drawbacks:

e Paying retrospectively for each service delivered. This model generally requires that individual
providers be paid for each unit of service provided (on a fee for service basis). The fee may either
be freely set by providers or regulated; in the first case, to limit its financial exposure, the purchas-
er typically reimburses a fixed amount (this is current model for private services reimbursed by the
social security), and the patients may incur high out-of-pocket payments.

e Paying prospectively on pre-agreed prices and/or volumes.

e Paying through competitive bidding process to provide either specific services or entire packages
of care.

Second, as the section on international experience with payment systems shows, none of the traditional
payment systems alone are ideally suited to pay for all primary and social care services. Where the service
to be reimbursed is narrow and well defined the system may need to be based on fee-for-service schedules
(with the risks described in the table in particular that volumes of services may increase). If the contracts
are more bundled, then other payment methods would be feasible (for instance capitation, adjusted for the
scope of services different categories of patients might require). We believe that in the context of Finland,
broader packages and payments which are more conducive to cooperation among providers, system-wide
efficiency and cost-containment should be privileged as part of the reform. They should also be designed to
monitor and potentially reward good performance on key quality indicators.

Third, it is important to highlight the potentially high administrative burden contracting can put on coun-
ties, especially when competitive bidding takes place, which requires detailed and hard contracts. This
experience, which is largely shared across OECD countries, has sometimes prompted them to revert to
more cooperative joint planning approaches between preferred purchasers and providers. This model,
which is based on trust, seems well suited both to the existing governance culture of Finland and the current
shortcomings of information systems.

The reform recognizes that the effective management of population’s health requires a comprehensive
and strategic management of various segments of the population. It is very important that counties identify
“packages” adapted to various segments of the population based on their needs and that these be embedded
in the countries purchasing strategy. This is easier to achieve in models where (groups of) providers are
jointly accountable and paid for delivering packages rather than contracted and paid for each service sepa-
rately by the purchaser.

Finally, the use of more cooperative forms of provision is further reinforced when aiming to integration
and coordination of services. Finland, like many other countries, faces a major challenge to put in place
contracts and payment mechanisms that enable vertical integration between hospital, primary and commu-
nity services; as well as horizontal integration between health and social services. Many methods of con-
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tracting and paying providers that encourage competition and improve accountability often work against
integration.

Coordination is very difficult to achieve if providers are competing among themselves and across levels,
individually contracted and patients’ are free to choose their pathways and providers. Population-based
payments and bundled payments should therefore be privileged over payment per individual products or
services — see Chapter 5 for a more detailed discussion on coordination and integration of services.

Harmonizing provider payments within and across counties

As responsibility for paying providers will be transferred from municipalities to the counties, they will have
to invest time and effort in collecting information and hard data to understand both the scope and nature of
services provided by the facilities in each municipality and the cost of provision of these services. Some
degree of eventual harmonization will be required both in terms of “products” purchased and prices for
these so the public resources pooled at the county level are used in a fair way.

In fact, most countries have uniform payment systems which are centrally designed, generally quite so-
phisticated to take advantage of and balance incentives, build on uniform reporting requirements by provid-
ers, and where prices are more transparent and harmonized across administrative boundaries and public and
private sector. The complexity of designing and implementing payment systems for all types of providers at
each county level should not be underestimated.

Although this may not seem an immediate priority in the reform agenda, consideration should be paid to
centralizing some of the design effort that needs to go into these payment system reforms. Similarly data
collection and costing methodologies should be prioritized and adopted early on in the reforms and coordi-
nated at central level. While variability in purchasing and payment systems across counties is inevitable in
the short-run due to differences in technical capacity, in the long run, there should be a harmonization of
payment systems and prices across counties (allowing for variations in costs due to geography in addition
to some incentives). This will be administratively simpler for counties and providers, as well as facilitate
patients seeking care from other counties, as compared to a scenario where counties determine their pur-
chasing and payment strategies independently.

Ensuring autonomy of all public sector providers

To create a legitimate purchaser provider split, publicly owned providers need to be granted sufficient au-
tonomy to respond to incentives, bids, sub-contract themselves, etc. This is particularly important among
publicly-owned providers under the freedom of choice scheme, but is also relevant among public service
law utilities who are not subject to competition. In the case of the latter, public service law utilities will
need the authority to manage themselves and re-organize so that they may respond quickly to changes in
purchasing incentives; some degree of decentralization of responsibility for provision should be considered.
In the case of publicly-owned providers under freedom of choice, these new companies will require the
capacity to make a whole new set of devolved decision over areas such as staff conditions, service devel-
opment or capital investments as well as the necessary (and often) scarce skills to do so (see Chapter 4
section on the need for a level playing field among providers).

Ensuring autonomy of county-owned providers could prove more difficult. If the expectation is that
county-owned providers will compete with other service providers for services under freedom of choice,
ensuring transparent and fair purchasing by the county may be a challenge, since in effect, counties will be
both purchaser and provider. As such, they may be inclined to contract themselves which can give rise to
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conflict of interests. A national level competition regulator may play an important role, as is the case in the
Netherlands.

Giving more responsibility to collaborative catchment areas

The decision to organize the country into 18 county divisions has been controversial and responds to a
number of administrative and political reasons that fall beyond the scope of this report. From a purely pur-
chasing and organizational perspective, however, it would be more effective to have a fewer number of
counties. Although having a large number of counties allows for decision making to be closer to population
needs and gives an opportunity to conduct experiments and observe variations, the organization and pur-
chasing of services benefits from larger population bases, particularly in the case of many high cost or
specialized services. Larger counties will also benefit from a critical mass of purchasing capacity and skills,
which as noted above, are key to success.

This has two sets of implications for consideration. First the role of the five collaborative catchment are-
as will likely need to be strengthened in the future, as these appear to be natural units of organization and
purchasing. The current governance approach, based on ‘collaborative agreements’ between areas, may not
be sufficient for this to occur seamlessly and most effectively, and should be carefully monitored. It would
be advisable to consider some form of regulation or provisions which would oblige the counties to (re)pool
funding at the collaborative area level for more specialized services.

National level guidance to support purchasing

National level authorities will need to play an important role in designing information systems and facilitat-
ing data collection to support not only strategic purchasing, but also competition, integration and other
functions of the system. To ensure equity across counties as well as to support purchasing services across
county borders, clear guidance on purchasing should come from the national level such as setting national
standard framework contracts. Otherwise, while leaving purchasing decisions entirely up to the counties
(e.g. organizing tenders to provide specific services versus negotiating with one or more provider; purchas-
ing individual services or packages; they could purchase from individual or consortia of providers) could
spawn innovation, it also may be overly burdensome in its entirety and counties may not have sufficient
capacity to undertake all of the complexities of purchasing. The expert panel wants to highlight the im-
portance of the Ministry’s initiative to support change that is designed in cooperation with counties. As
needed, this could usefully lead to the development of some guidelines for purchasing. It will be important
to organize a platform for counties to share mutual experience — good and bad, similar to or as part of the
Innovillage platform which is intended to support open, collaborative efforts within the health and welfare
sectors in Finland. Counties should also be encouraged and enabled to form alliances to work on specific
agendas, such as collaborative purchasing (for instance if they have similar profiles).

In the same way the purchasing of highly specialized and high technology services should be carried out
at the central level to refer patients to specialized centers and to benefit, among others, from higher volume,
specialization and better outcomes. In fact, there is increasing trend towards referring rare diseases and
highly complex diseases to centers in member states across the EU i.e. EU’s European Reference Network
Initiative. At any rate, given the overall population size of Finland, some purchasing (e.g. for specialized
care) would be better carried out at national level. In England, for example, £32bn out of £95bn purchasing
finance is spent at national level by NHS England.
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4 CHOICE AND COMPETITION

Key Observations

o If well designed, there is clear potential for choice and competition to incentivize providers, in-
crease access and responsiveness, and improve quality

e Given the many potential models of freedom of choice, it is important that the reforms clearly
identify the circumstances in which choice will be available

e Allowing private providers to compete to provide publicly funded services requires a level playing
field between providers, with particular efforts to prevent cream-skimming

e There are significant information needs to enable choice and workable competition, including pub-
lic reporting of provider quality data so that clients can make informed choices and so that pur-
chasers can decide who to allow into the market and monitor performance

Introduction

Countries have different concepts of choice and competition, in different sectors, with different instruments
and objectives, and different degrees of effectiveness making generalizations difficult. Freedom of choice
combined with some competitive pressures has the potential to improve responsiveness, access and effi-
ciency by spurring innovation and ensuring that ‘money follows the patient’. Introducing some contestabil-
ity, or even the mere threat of competition among public sector providers may also encourage more effi-
cient practices. Moreover, for a number of countries allowing patients the right to choose and to involve
private providers are endpoints in themselves. In the same way, economic and political interests in growing
the private sector may offer sufficient justification to introduce choice and competition. While there ap-
pears to be some consensus to introduce freedom of choice, the precise model of choice in Finland remains
undecided at this point in time. Nevertheless, evidence from other countries demonstrates that developing
and implementing freedom of choice schemes as well as stimulating and regulating the market in a way that
achieves its intended objectives have proven to be very complex undertakings. An adequate design that
relates to the specific context of the country at hand is a key requisite for a successful implementation.

Freedom of choice is an important development in the Finnish system, however, it is not an entirely new
concept (Tynkkynen L-K, Saloranta A, et al 2016). Some choice already exists within the municipal system
(e.g. choice of health centre), though this has not been seen as a strategic priority in most municipalities.
The extension of freedom of choice is likewise not considered to be the core of the reform according to
many key stakeholders.

In this section we review the potential for choice and competition to benefit the Finnish health and social
care sectors, although it is important to note that competition is not necessarily synonymous with patient
choice. We focus in particular on the practicalities associated with private providers competing to provide
publicly funded services.
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International trends and developments
Freedom of choice

Freedom of provider choice has always been a feature of the traditional '‘Bismarckian' systems of social
health insurance, and is becoming increasingly widespread in tax-funded systems. It has a number of objec-
tives, including directly improving the satisfaction of service users, prompting quality improvement
amongst providers, and stimulating new entrants and innovative service delivery methods into the market.

Freedom of provider choice effectively devolves some aspects of system governance to the individual
service user or their advisors. Whilst potentially offering benefits, especially in social care and for caring
for individuals with chronic conditions, where personal preferences may be particularly important, it can
also pose governance challenges for other aspects of the system. For example, procurement decisions of
strategic purchasers (counties) may be undermined by the decision of some service users to use providers
with which the purchaser does not hold a contract; in this case, the patient would likely be responsible for
100% of the costs. Strategic integration of services may also become more difficult to effect with uninhibit-
ed freedom of user choice.

Freedom of choice can be valuable for imposing discipline on providers, and helping align packages of
care with user preferences. However, there are countless ways in which choice can be introduced into a
care pathway. For example:

e choice of general practitioner;

o choice of specialist provider at first outpatient referral,
e choice of provider of acute intervention;

e choice of rehabilitation provider;

¢ choice of ongoing ambulatory care provider;

e choice of long term care setting and provider.

Patients (or their providers) may likewise have the freedom to choose their own care pathway, irrespective
of clinical guidance. Furthermore, there may exist different freedoms as to how much choice is allowed, for
what aspects of care, and at what stage changes to provider can be made. Most research evidence relates to
very particular aspects of choice (such as first specialist referral), and it is difficult to generalize the lessons
from research (Propper and Leckie, 2011). It will be important that the reforms specify clearly the circum-
stances in which choice is available.

Thus, whilst freedom of choice holds the potential for stimulating improvements in user satisfaction and
provider performance, its introduction could lead to unintended complexities and paradoxes. Therefore it is
strongly recommended that implementation is undertaken cautiously, in a stepwise fashion, starting with
services in which some degree of choice already exists (such as social services and some aspects of ambu-
latory care) and only progressing to more complex services (or bundles of care) once early experience has
been assessed.

Sweden introduced a mandatory primary choice system in 2010. The reform sets out that each individual
is allowed to freely choose a health care center (or in some counties a GP) in the county. The reform also
allows private providers to establish freely wherever they want in the counties. The payment is entirely
connected to patients’ choices, i.e. incomes are based on the health care center’s ability to attract patients.
The introduction of the 2010 choice reform has been followed by an excessive debate on equity and quali-
ty. Evaluations show that access of care has improved greatly due to the reform, predominantly due to the
establishment of 270 new private providers after the reform. Patient satisfaction has improved slightly,
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probably as an effect of the improved accessibility. A drawback is that new establishments have been more
common in well-situated and densely populated areas. (Isaksson et al., 2016; Riksrevisionen, 2014). An-
other problem is that patients with simpler conditions use the services more often and patients with severe
or complex condition tend to use health services less, triggering a debate on health care equity. So far, it
has proven difficult to ascribe effects on medical outcomes of the reform. Since 2015, patients in Sweden
have also been allowed to choose their primary care and ambulatory care providers across the entire coun-

try.
Private sector development and performance

For-profit hospital providers have taken up larger market shares in many — but not all - OECD countries
over the past decades (Table 2). The results are even more robust for psychiatric and substance abuse ser-
vices, ambulatory treatment centers and nursing homes, although comparable data for these segments are
lacking. However, in the US 68% of all nursing homes are for-profit; in the UK 55% of all care home beds
are operated for a profit; in Canada figures differ from 15% in Manitoba towards 52% in Ontario (Bos et al,
2016). Ambulatory treatment centers, outpatient centers, and community care need substantial less capital,
which creates opportunities for entrepreneurial physicians that typically own such facilities. It is also in
such areas where many innovations come across that rely on a fundamental redesign of the services at stake
— driven by changes in patient needs and the ambition of professionals to improve care. Well-known inter-
national examples are the Aravind eye clinics in India or the Buurtzorg model for community care without
any bureaucracy in the Netherlands. Still, other sources of for-profit growth stem from services that depend
on private patients such as (luxury) substance abuse clinics and assisted living facilities for the better-off
elderly.

There exist some remarkable growth stories in for-profit health and social care, for example the stagger-
ing growth of for-profit hospitals in the new German states after reunification (1990); and in the US after
Medicare (1965) - which until the early eighties ‘guaranteed’ a return on equity for private investors. In the
UK, the private sector prospers during periods where the NHS struggles with limited funding and/or de-
pending on NHS commission practices (Jeurissen, 2010).

It is rather complicated to explain the growth of for-profit healthcare providers, though some evidence
suggests a proliferation of private providers where there are high compensation business models and where
there are a dearth of available public providers (Jeurissen, 2010).
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Table 2. Development of hospital beds and number of for-profit providers.
1995 2000 2005 2010 2013 1995-
2013

Australia # hospital beds 82477 76 875 78 715 83 166 85200  3.3%°
% for-profit 14.2 17.6 16.4 16.2 17.1

Austria # hospital beds 67 853 63674 63 248 64 008 64 825 -4.5%
% for-profit 6.9 7.1 9.0 111 13.1

Canada # hospital beds 137 732 115829 99957 93 853 93525  -32.1%
% for-profit 0 0 0 0 0.9

Czech Rep.  # hospital beds 87 784 79985 77 309 73746 67 888 -22.7%
% for-profit 13,7 17.7

United # hospital beds 1080 601 983628 946997 941995 920829° -14.8%

States
% for-profit 12.3 13.1 13.8 15.1 16.5

France # hospital beds 484279 455175 416710 413 206 -18.7%
% for-profit 19.8 204 234 23.7

Germany # hospital beds 790 756 749473 698303 674473 667 560 -15.6%
% for-profit 29.7 30.0 29.8

Greece # hospital beds 52 227 51 500 52511 54012 3.4%°
% for-profit 29.2 29.4 27.4 27.2

Poland # hospital beds 248860 251456 250280 0.6%
% for-profit 17.0 24.3

Spain # hospital beds 154 644 148081 145863 145199 138153 -10.7%
% for-profit 195 18.0 19.7 18.2 18.8

Sweden # hospital beds 42 359 31765 26 478 25 566 24 905 -41.8%
% for-profit 0 <1 <1 <1

a: based upon 2012

b: estimation

c: compared to 2010 instead of 2013

Source: (OECD Health Statistics 2015): June 2016
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Evidence on whether private providers provide better quality care or improve access to services varies. US
studies generally find that in acute care, for-profit hospitals charge higher prices while operating at the
same or slightly lower costs, with little hard evidence of better quality of care (Schlesinger and Gray,
2006). European evidence is more diverse, especially when it comes to issues of access. With the exception
of the Nordic countries, NHS health type systems often have a private parallel system for the better off
(UK, Ireland, Italy, Spain, Greece). Another issue that also holds for most EU countries — probably with
Germany as the major exception — is that for-profit providers treat less complex cases.

The evidence is rather different for long-term care, where private penetration is also much higher. US
studies indicate that private for-profit nursing homes are more efficient and deliver equal quality of care
compared to private nonprofit facilities. On the other hand staffing levels and job satisfaction were less and
hospital referrals were more in for-profit nursing homes (Bos et al, 2016).

In Sweden, there has been a large increase of private providers within elder care during the last decade;
both regarding nursing homes and within home health care. Quite opposite to what the government wished
for, the market has consolidated with predominantly for-profit providers. Studies show that staff levels are
lower among private providers but that they rate better on service aspects such as patient participation and
documentation (Stolt et al 2011).

If we abstract from the huge varieties across the ownership literature, certain similarities can be dis-
cerned (Jeurissen, 2010). First, most private providers pay physicians more and nurses less, which is a
matter of concern given the now extensive evidence of the importance of adequate numbers of well-
motivated nurses for patient safety (Aiken et al, 2014). Second, private providers often employ more capital
but operate with smaller more specialized facilities. International experience shows that safety net and
tertiary care functions are overwhelmingly either public or nonprofit; and that the penetration of specialized
for-profit facilities is much higher in urban versus rural areas. Third, in most countries the private for-profit
sector is rather concentrated and operates at the national level. For-profit small and medium enterprise
typically gets acquired in a consolidation process, although there also exists a market for small physician
led facilities. Thus, fourth, growth often comes from mergers between for-profit companies or the privatiza-
tion of public and private not-for-profit assets. In the German context public and non-profit hospitals have
increased their efficiency after conversion to for-profit status (Tiemann and Schreyégg, 2012). For-profit
providers seem more responsive towards incentives, both good and bad ones (Schwierz, 2011). Kankaan-
paa et al (2013) seem to confirm this hypothesis for Finnish occupational health providers; they conclude
that for-profit unit prices declined once the competiveness of the catchment area increases.

Key reform issues and prerequisites

The plans for choice and competition in Finland are not fully decided yet, though there is increasing under-
standing within the government that the implementation should take place incrementally. For any model of
choice to be successful, there are important pre-conditions which should be met and which are often cum-
bersome to implement.
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Introducing freedom of choice

We suggest, below a basic typology of options for freedom of choice which will serve to provide some
suggestions in the Finnish context. These options include:

i. Patient chooses the primary health and social care provider, public or private, out of those in a na-
tional register covering basic standards of quality and without any restrictions to market entry; the
county then reimburses the provider retrospectively for the care provided;

ii. Patient chooses the provider which, in addition to the scenario above, will have to meet the condi-
tions of a prospective contract set out by the county purchaser and which includes the form of re-
imbursement and some basic quality indicators, but without any restrictions to market entry;

iii. Patient chooses among a limited number of providers, which are under detailed contract by the
county following a competitive selection against a series of quality criteria set out by the county.

Each model can be appropriate depending on context. The first model - the purest form of market choice -
is likely to be highly inflationary as a result of supplier-induced demand. Its use may be limited to a very
well defined, highly standardized, low volume, low cost set of services. The second model may be useful,
for instance, to provide primary health and social care to relatively healthy population groups, who might
choose among groups of practitioners working together to provide a well defined range of services, for a
limited period of time and which would receive some form of adjusted per capita payment. One other form
applicable here would be through vouchers given to patients to ‘buy’ a limited set or services or procedures
such as 20 physiotherapy sessions. The third model could be also employed for basic primary and social
care services, but would be also appropriate, for instance, to provide more complex services such as an
integrated package of services to a diabetic patient which could then be reimbursed through a form of bun-
dled payments.

One practical way forward for the reforms would therefore be to wait to introduce freedom of choice in-
volving private providers until a later stage of the reform process once counties have developed their organ-
izational and purchasing capacity sufficiently (See Chapter 9 on reform implementation). Concomitantly
with the development of county structures, there could be some measures to encourage choice between
municipal primary and social care centers. While choice is now possible, there are very few incentives,
economic and otherwise, for those professionals and centers to attract new patients.

Considering the role of the private sector in the freedom of choice scheme

Historically in Finland in acute care, the private sector performs services that mostly target employees and
include certain elective care procedures (e.g. fertility treatments, cataract surgery). Although the private
sector struggled tremendously during the 1991-1994 recession, its scale and scope have gone up for quite a
while now, especially in most recent years. In acute care it still consists of only few private hospitals, but in
social- and occupational services as well as physician offices the private sector has a substantial stake.
Although it is difficult to know how private providers would react to the reforms operationally, it is proba-
ble that existing larger enterprises will seek to acquire smaller providers.

In terms of which services may be most appropriate for choice and competition, evidence suggests that
services with high levels of measurability and contestability gain more from freedom of choice in compari-
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son to services that have low levels of measurability and contestability. One might consider this by setting
the embarkation lines of FOC. This implies that any possible gains of freedom of choice come more to the
fore in primary care and outpatient services as well as assisted living facilities and less in hospital settings.

While strong commissioning bodies and well-designed processes are crucial preconditions as described
in Chapter 3, they are even more important once for-profit companies are involved in provision. Thus open-
ing the market to for-profit providers is more logical with counties as purchasers in comparison to the cur-
rent role of municipalities, given that counties should have greater leverage and capacity, though it must be
done with great care. Commissioning and freedom of choice are easier when a well-defined and well-
functioning market exists (EXPH, 2016).

Creating a level playing field amongst public and private providers

To allow providers to compete, public and private providers must operate on ‘a level playing field’, by
which we mean they should be treated the same in terms of the way they are monitored, contracted and
paid and in the complexity of patients that they care for. This may be challenging given the current linkages
between county-owned provider organizations that compete under the freedom of choice scheme and the
county itself, even with a purchaser provider split in place, as some counties may take anti-competitive
steps to ensure that their own providers remain financially solvent. Independent surveillance capacity on
the national level is needed as a watchdog on such practices.

Steps must also be taken to ensure that providers do not segment the market and offer services primarily
to comparatively healthier populations. Creating a level playing field may necessitate that the private sector
is somehow less well compensated or pays more taxes to counterbalance the potential for cream-skimming.
International evidence suggests that very often for-profit providers target those patient groups where profit
margins are high and turn away from services that are cross subsidized within public and non-profit institu-
tions (for example education, training, severe psychiatric disorders and certain high cost treatments). Cream
skimming may be reduced by putting some incentives in place to dissuade private providers from selecting
only the healthiest patient groups, or by limiting the profitability of some services. It is also important to
make sure providers meet nationally recognized quality standards before being allowed to offer services,
and that information systems are in place that continuously monitor provider processes and quality of care.
Additionally, with regards to the objective of improving equity, incentives will be needed to attract private
providers to more rural areas with provider shortages, otherwise competition in these areas will be limited.

A public watchdog (competition authorities) is needed to assess fair competition. A competition authori-
ty already exists but probably needs time to build up expertise, such as criteria for relevant markets (geog-
raphy, populations etc) and indicators for excessive market power (price setting etc.).

Meeting information needs to support choice and competition

Information is a fundamental requirement for choice and competition, to ensure that providers are deliver-
ing high quality care, and to act as a signal of quality for strategic purchasers, voters, and service users.
Reports of provider quality are vital to strategic purchasing, and audit of purchaser and provider perfor-
mance. A set of relevant quality indicators needs to be developed and enforced. Besides this, patients will
be helped by standardized patient-reported experience measures (PREMS). Responsiveness surveys are
being planned and should be integrated as a standard feature in the M&E framework.

Public reporting of provider quality is a general requirement and not only attached to the freedom of
choice scheme. Existing information systems may form an adequate basis to support some degree of choice
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(for example with respect to indicators such as waiting times or hospital readmission rates). However, in
other domains (such as clinical quality, ambulatory care and long-term care) it may be necessary to intro-
duce new indicators of quality to act as a basis for public reporting.

Without good quality information on quality, service users are in principle unable to exercise meaning-
ful choice of treatment or provider. There is a great deal of international evidence on the impact of public
reporting of provider quality (Rechel et al., 2016). In summary, it shows that few users make overt use of
such information in making their choices. However, it does suggest that providers respond to such infor-
mation, by seeking to improve their reported quality. Sometimes this improvement is secured by improving
care standards, as intended. However, there is also ample evidence to suggest that providers may also seek
to improve reported performance by ‘cream-skimming' only those healthier patients likely to enjoy high
quality outcomes, even if treatment could in principle yield health gains for more seriously sick patients.
Such evidence does not invalidate the principle of public reporting of provider performance, but it does
indicate that great care needs to be taken in adjusting those reports for the relative risk of the service user
population.
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5 COORDINATION AND INTEGRATION OF
HEALTH AND SOCIAL SERVICES

Key Observations

e Coordination and integration of health and social services can lead to patient-centred care, increase
quality and improve efficiency

e There are many preconditions to establishing service chains that integrate care

e Finland should focus on both horizontal and vertical integrated care models, building on its con-
siderable existing experience and pilots

e Information systems must be carefully developed to facilitate providers to manage patients in inte-
grated care models

e Care should be taken to ensure that integration of services is not disrupted by freedom of choice
Introduction

Currently, municipalities are responsible for both health and social care, however in many cases there re-
mains limited coordination. Insufficient coordination and integration of health and care social services is a
well-known problem in many countries today, especially for frail elderly, people with multiple chronic
conditions, and people with substance abuse issues. These groups, who often need both social and health
services, often fall through the cracks, missing out on needed services due to the lack of coordination be-
tween service providers, or get services at the wrong time. Thus, ensuring that integrated care models work
properly is one of the most urgent tasks for many governments today. Problems with integration are also
costly to both the individual and society, as they often lead to duplication of care, unnecessary treatments,
and hospitalizations (Coleman 2003). With 10% of patients responsible for around 80% of costs in Finland
there is clearly great scope for improvement regarding integration and coordination as this may improve
patient care and efficiency.

While there seems to be no established definition of the concept of “integrated care,” for the purpose of
this report we consider integrated care to mean “a discrete set of techniques and organizational models
designed to create connectivity, alignment and collaboration within and between the cure and care sectors
at the funding, administrative and/or provider levels” (Kodner & Kyriacou 2000). This definition covers
activities at vertical and horizontal levels, i.e., linking different levels of care such as primary, secondary
and tertiary care or linking similar levels of care like primary and social care (Valentijn et al. 2013).
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International trends and developments

How to attain vertical and horizontal integration is a question by no means isolated to the Finnish health
care system or systems of its kind; this has been an ongoing and widespread policy concern in most West-
ern countries (Bodenheimer 2008; Meads & Shaw 2010; Ahgren 2014; Rudkjgbing et al. 2012).

Initiatives at the macro/meso level: agreements and pooled funding

There is an extensive literature on integration on the organizational level, i.e. within the geographical units.
A key finding of these studies is that integrated care models are often holistic in meeting the needs of the
patients/users. Important implementation strategies include the use of multidisciplinary professional teams
that work in a flexible way, have well-defined roles, and communicate effectively with each other. Pooled
budgets, a single point of entry, as well as careful care planning are also factors that are seen as beneficial
to collaboration and are a common trait of the models (Goodwin et al. 2013; Goodwin 2014; Curry & Ham
2010).

As in the Finnish reform proposal, a main policy instrument in integrating care services in the Nordic
region has been agreements between stakeholders in the system — bilateral agreements between counties
and vertical agreements between stakeholder associations and the national government. This instrument is
often considered best where legislation or standardization of rules is not applicable (Rudkjgbing et al.
2014). In both Denmark and Sweden agreements have been used on both national and local levels to inten-
sify efforts for certain patient groups for which services have been lacking. Patients suffering from chronic
illnesses, the frail elderly, and patients with complex needs have been a particular focus. There have also
been agreements on clinical pathways for certain diagnostic groups, e.g. for certain cancer treatments. Be-
tween regions level in the health care system, bilateral agreements have proven successful to integrate
health care coordination in both Denmark and Sweden (Rudkjgbing 2014). In Finland, currently all hospital
districts have developed care pathways to enhance mainly vertical integration in health care; these are
based on evidence-based national clinical guidelines and mainly disease specific (see
www.terveysportti.fi).

Another example of integration on the macro/meso level is pooled funding and shared risk, creating
economic incentives for coordination and collaboration. An example of a ‘shared risk’ model is the so-
called Accountable Care Organizations (ACOs), developed in the U.S. after the Affordable Care Act
(ACA). This model consists of networks of physicians, hospitals, home health agencies and skilled nursing
homes that voluntarily come together and are held accountable for the quality and costs for all care deliv-
ered for a given population under a contractual arrangement with a commissioner (Shortell et al 2013). The
Medicare funded ACOs are awarded a ‘shared payment’ based on the difference between a predetermined
benchmark and their actual costs for a group of patients. These shared savings are then divided among the
providers. Some studies on performance show cost savings relative to expected costs (Colla et al 2014,
Epstein et al 2014, Nyweide et al 2015). Patient experience seems to have improved slightly, and process
quality is unchanged or somewhat improved compared to non-ACO hospitals (Epstein et al. 2014, Nyweide
et al 2015, McWilliams et al. 2014). Outcomes, in the form of readmission, have improved significantly
over time in the ACOs. This positive result is primarily attributed to targeting at-risk patients better, and/or
enhancing information sharing and general communication between hospitals and SNFs (Winblad et al.
work in progress). Still, the evidence is far from conclusive, and more research, particularly on clinical
outcomes at the individual level, is needed to establish the effects on health care spending and quality.
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Initiatives on the inter-organizational level

There is an extensive literature on the main characteristics of integrated care models on the organizational
level and what strategies have been used to promote integrated care that could also be of use in the Finnish
case (Leutz 1999; Goodwin 2014). These models include population-focused strategies for certain patient
groups, such as frail elderly, patients suffering from chronic illness or patients with both health care and
social service needs. However, since the context differs greatly between countries, no single model can be
applied universally (Curry & Ham 2010). Still, King’s Fund in the UK has presented a report on similarities
between models in seven countries that deliver integrated care for older people with complex needs. Its
conclusions are similar to that of an earlier study of integrated care models in the UK. The report states that
key aspects of a successful integrated model are (1) professionals being able to work together in a multidis-
ciplinary setting, either through multiprofessional teams or provider networks, (2) personal contact with a
named case manager or health care personnel, (3) holistic care assessment and care planning, and (4) a
functional ICT-system (Goodwin 2014).

Multi-professional teams have proven particularly successful in the primary care setting, but also in hos-
pital care (Epstein 2014), long term care (Hirdes & Kehyayan 2014) and mental health care (West et al.
2012). Integration through multi-professional teams combines responsibilities for commissioning services
and promotes shared accountability, problem solving and decision-making to achieve optimal health and
well-being in a defined population (Shortell et al. 1996; Ghorob & Bodenheimer 2015). Examples of multi-
professional models in the primary care setting include both intra-organizational teams at health care cen-
tres, as well as inter-organizational teams in ambulatory, community-based services for certain patient
groups. Integration of services in the primary care setting is of preeminent importance since the primary
care facility is the default point of entry into the health care system as well as the base for continuous and
comprehensive health service provision throughout the entire health care system (WHO 1978).

Case management has also been shown to be one of the most essential components of well-functioning
integration on the inter-organizational level, where the case manager (or a care coordinator) functions as
the hub for the numerous linkages in the complex health care system (Bodenheimer et al. 2002; Ghorob &
Bodenheimer 2015). A case manager is responsible for linking all health care events and services, so that
the patient receives adequate and appropriate care. Examples from Australia, The Netherlands and the
United Kingdom show successful results in patient outcomes and patient satisfaction, especially in chronic
disease management (Goodwin 2014). However, where case management is implemented, the role of the
primary care physician needs to be addressed — will a single GP be responsible for patients, or will there be
a separate functionary at the health care centers responsible for managing each patient's care chain?

As shown above, a wide range of implementation strategies — on macro and meso levels — are available
to promote integrated care. Thus, we know quite a lot about the implementation strategies themselves, i.e.,
what has been done to create more integrated health care systems on the organizational level. However,
many questions remain unanswered when it comes to the actual effects of integrated models on the individ-
ual level. In what way does the health situation of patients/users really improve if they take part in integrat-
ed models and what are the gains for society? A new review by the UK Parliament shows that costs have
even increased in connection with some integration approaches. This may be explained by the identification
of previously unmet needs (Parliamentary Office of Science and Technology 2016; Mason et al. 2014;
Wilberforce et al. 2016). In the Finnish case it is therefore of uttermost importance to follow-up and moni-
tor new integration initiatives in order to evaluate their effectiveness.
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Key reform issues and prerequisites

While actual integration at the service level will remain a complex endeavor, there are important precondi-
tions. Providers must be actively encouraged to work together; payment systems and financial incentives
that foster cooperation among providers are powerful tools to do this (see section on purchasing and pay-
ment systems). Information technology that provides useful data to providers so that they can manage pa-
tient care as well as to the counties who will coordinate the integration is essential and will need to be de-
veloped (see section on information systems). No less important is to foster an understanding of different
professional norms and behaviors. An important task for the Finnish authorities is to require multi-
professional training in the curriculum and during internships.

Establishing service chains

In the reform proposal the service chains (i.e. care paths) are set out as the most important tool to create
integration. The counties will be responsible for identifying patient groups needing coordinated services as
well as coordinating the service chains for those groups, for instance ensuring comprehensive clinical
pathways for certain cancer patient groups, coordinating care for patients suffering from chronic illness or
multimorbidity, as well as guiding frail patients or patients suffering from mental health problems. Even if
this will be simplified by health and social care providers working together in the same organization (for
the first time) an important concern is still to organize and facilitate the service chains in an effective man-
ner, across sectors and including all relevant caregivers. There are a number of concerns to pay attention to
in the Finnish case:

a. In the reform proposal, with more private providers, more attention should be paid to the formali-
zation of contracts between the providers in the service chains. Roles and responsibilities for care-
givers need to be defined and formalized in the contracts. Important issues to address are for ex-
ample how flexible the collaboration will be and how and when new providers will be able to par-
ticipate in the service chains/collaboration. Are there adequate incentives for all parts to contrib-
ute to a well-functioning service chain?

b. Targets for the integration initiatives, i.e. the service chains, need to be discussed and defined in a
more explicit way than is done today, addressing the needs for the top consuming patient groups,
e.g. the frail elderly or patients with chronic conditions. More precise goals are particularly im-
portant in order to evaluate outcomes, on individual as well as societal levels of the service chains.

c. Leadership of the integrated service chains needs to be defined. Who is in charge of the mod-
els/service chains and makes decisions regarding participation/regulation/implementation? For in-
stance, will the county or local networks decide on eligibility criteria and what happens to those
individuals that are excluded from the coordinated services.

d. Case management has shown to be an essential component of well-functioning integration models.
Therefore, each person participating in a service chain in the counties ought to be assigned a case
manager responsible for coordinating the different phases and contacts. Guidelines need to be es-
tablished to decide what competence is required for this position (GP, nurse or social worker) and
whether the person should be part of the service chain or a separate function.
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e. Payment models are an essential component of successful integration. Integrated care often in-
cludes care trajectories where several actors are involved, both from primary care and social care.
It needs to be clarified in the reform how much each provider will be paid and how reve-
nues/savings are to be divided in bundled payment models. An alternative is to allocate the budget
to the case managers who are then responsible for allocating resources. For some patient groups,
such as mental health and other chronic diseases, the need for longevity of the care given and the
open-endedness of the care chain may require the payment system to be set up differently than for
patient groups with easier needs and diagnoses. Combining pooled funding, capitation and fee-for-
services reimbursement is essential in incentivizing caregivers to coordinate care for groups such
as these.

f.  Accountability is particularly important in a model with several actors. How is the governance of
the service chains supposed to take place and how is it accountable for the overall re-
sults/outcomes? Are staff responsible only for their separate parts or also for the whole service
chain? Someone needs to be accountable, and who it is should be specified in the SOTE proposal.

Moving towards voluntary bilateral agreements

There are some crucial factors for the success of meeting bilateral agreements and implementing them.
First, agreements need to be voluntary. This is both in regards to the agreement being initiated from the
bottom-up, and for the follow-up mechanisms to work after implementation (Rudkjgbing et al. 2014). If the
stakeholders do not consider the agreement to be in their best interest, it can potentially be regarded as an
enforced standardization rather than an agreement. The current Finnish proposal emphasizes agreements on
various levels. However, from reading the proposal it seems like the national government is having a veto
function by demanding mandatory agreements if agreements are not established the local county level. This
may lead to a situation where the agreements are perceived as involuntary in nature by the local actors,
creating disincentives to follow them. To facilitate a situation where mandatory agreement are avoided the
national government could establish support structures for successful collaboration on the local level.

Building on existing pilot programs

Innovating care for people with multiple chronic conditions in Europe (ICARE4EU) in co-operation with
European Observatory on Health Systems and Policies has described and analyzed innovative approaches
in multidisciplinary care for people with multiple chronic conditions currently in Europe. Based on care
integration, financing mechanisms, patient-centredness and use of eHealth a Finnish integrated care prac-
tice, financed by MSAH, POTKU was select among eight of the ‘high potential’ programs.

Indeed, Finland has a considerable range and depth of experience with pilots. Given the context-specific
nature of health and social care integration, Finnish regions that have had successful pilots should build on
and scale up these programmes and be given the autonomy to do so. In this way a ‘toolbox’ for well-
functioning strategies will be developed for other counties. It is also important to make sure that existing,
well-functioning integration initiatives are not hindered by aspects of the reform. For example, if there is an
introduction of a strict contracting model it could lead to a situation where successful initiatives, such as the
South Karelia Social and Health Care District (Eksote) or the North Karelia Project on prevention (Korpela
et al., 2012; Puska et al. 2009), do not function as they have previously. Similar pilot project have emerged
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in Sweden, such as the TioHundra project in the northern Stockholm region. Here, a joint administration for
health and social services was established, along with a joint health services council including both munici-
pal and county officials. The project has been considered successful and is extended several times over a
ten-year period. Joint decision-making across the different policy sectors, like in the TioHundra project, can
potentially enhance care coordination for patients with chronic illness, multimorbid patients, and frail elder-
ly in the Finnish case.

Additionally, most of the pilots have concerned horizontal integration among health and social services.
Currently, several such projects are supported and financed by the Ministry of Health and Social Affairs in
order to develop better practices. In these large scale projects within hospital districts or catchment areas
case management tools, client plan and interprofessional cooperation are developed and piloted; academic
research is linked or planned to be linked to some projects as well. These projects are effectively networked
by THL and all outputs and outcomes are reported in Innokyla
https://www.innokyla.fi/web/verkosto1803119 (only in Finnish). The projects are expected to produce tools
and practices which can be used in all counties.

Nevertheless, as important in the Finnish case is the vertical integration between hospitals and primary
care/social care, not least to facilitate cost savings connected to reducing admissions/readmissions, de-
creased length of stays and more efficient discharges from hospitals.

Creating information systems that support integration

The reform’s aim of integration of social and health services will pose some specific challenges for the
information system development. Developing information systems has been seen as a key element in health
system reforms around the world; however in reality health information systems have been rarely devel-
oped as a systemic entity (AbouZahr & Boerma, 2005). This has been historically the case in Finland,
mainly because the decentralized nature of the health system allowed the development of parallel infor-
mation systems which were largely not interoperable (Vuorenkoski, Mladovsky, & Mossialos, 2008). The
implementation of a new information structure in the Finnish system is a unique event, creating an oppor-
tunity to address some key obstacles in information sharing across the system — for personnel, for evalua-
tion and research purposes, as well as for citizens and patients. In terms of integrating care services, the use
and sharing of electronic health records (EHR) has been emphasized as a main function to increase effi-
ciency and lessen the administrative burden for health care personnel (Chaudhry et al., 2006). Therefore, it
is advisable that the reform proposal outlines a comprehensive information infrastructure that dissolves any
current administrative boundaries between the health and social care sectors, ensuring accessibility and
patient safety without threatening patients’ integrity and rights.

Ensuring that choice does not jeopardize integration

There are significant risks that result from the freedom of choice and competition components of the reform
that jeopardize the integration of care. By allowing patients to choose providers, it can be difficult to direct
patients into cost-effective care pathways and to ensure coordination across providers who may be compet-
ing for business. In many respects, there is a risk that the aims of choice and competition can undermine
that of integration and coordination if applied in the same areas. An alternative could be to remove the 3-
10% high-risk patients (i.e. see bill, page 147) from the choice scheme in order to create more efficient
service chains. A second alternative is to allocate the budget to the case-manager to organize services and
allocate resources between the providers that the patient chooses.
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6 PUBLIC HEALTH

Key Observations

e Finland is recognized as a leader in public health in Europe, with a strong record of achievement,
and is looked to as an exemplar of what can be achieved.

e There are risks during any major organizational reform, including the loss of critical expertise, in-
stitutional memory, and networks.

e  While recognizing the autonomy of the county authorities, there is a strong argument for develop-
ing guidance on the range of essential public health functions, drawing on Finnish and internation-
al good practice.

o Counties need a clearly defined public health mandate and capacity.
Introduction

The proposed health care reforms involve a number of changes that will impact on roles and responsibili-
ties in relation to public health, even though this is not the main focus of the changes. Many public health
functions currently reside at the level of the municipality, as part of its global responsibility for the popula-
tion’s health and social care. Many of these functions will move to the new counties, including preventive
care services, environmental health, and screening, as will at least some aspects of health reporting, includ-
ing the existing Structural Social Reporting which seeks to document and map social problems but which
is, at present, only undertaken in a small number of municipalities. Responsibility for well-being (i.e.
Health in All Policies) will remain at the municipality level. Some specified tasks are undertaken by THL,
as mandated by national legislation, such as infectious disease surveillance on the national level, availabil-
ity of vaccines, and national registries. This will not change.

There is, however, a lack of detail on the proposed changes, which contrasts with the situation with re-
spect to other aspects of the reforms. There are many issues that, as far as can be ascertained, have yet to be
resolved. However, the Finnish situation is not unique, with public health often receiving relatively less
attention during major health care reforms.

This section begins with an overview of major international trends in public health, setting out emerging
views of how best to deliver key aspects. It then examines the proposed reforms, mapping them on to the
WHO?’s list of essential public health operations and highlighting the challenges that may arise in each of
them. It concludes with some broad recommendations.

International trends and developments

Finland has often been considered to be a leader in public health, with the North Karelia project a widely
cited example. Finland has also been looked to by other countries on account of its success in areas such as
cancer screening, where it has demonstrated the value of a well-organized, population-based system that
outperforms many other countries. In a study undertaken by the European Observatory, which generated
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scores to performance on a number of domains, Finland emerged fourth overall, only slightly behind Swe-
den, Norway and Iceland (Mackenbach, McKee 2013). Consequently, the challenge will be to identify
areas where Finland can learn from experience elsewhere, ensuring that such lessons take full account of
the Finnish context, and ensuring that, as has unfortunately been the case elsewhere, wide-ranging
healthcare reforms do not undermine its historical achievements in public health.

Looking across Europe, it is clear that there is no definitive answer to the question of which level of
government public health function should reside. In practice, this tends to follow from the administrative
structure of the country concerned. Thus, in federal countries, many functions are undertaken at the subna-
tional level, for example in the La&nder in Germany, the Cantons in Switzerland, and the regions in Spain
and Italy. In contrast, in more centralized countries, the same functions may be undertaken nationally, as in
Ireland and Portugal, with the United Kingdom being an exception in having four subnational entities, with
the largest, England, having no specific legislative body. Indeed, the peculiarities of the United Kingdom
demonstrate clearly how the arrangements for developing and implementing public health policy often owe
more to history than any rational decision-making process. In practice, the location of public health func-
tions tends to follow, and fit around, administrative and legislative structures.

There is a growing recognition that a renewed emphasis on promotion of health and prevention of dis-
ease is essential if health systems are to be sustainable in the long term. Indeed, it can be argued that much
of the need for health care reflects a failure to engage fully with prevention. This argument has been set out
in many official reports, although perhaps the first to address the contribution of prevention to long term
health system sustainability was the 2002 Wanless Report (Wanless, 2002) written for the Treasury in the
United Kingdom. This argument has been extended in the documentation that forms the background to the
European Union’s health is wealth policy and to the World Health Organisation’s Tallinn Charter (McKee,
Figueras 2011) both of which also presented the now substantial body of evidence that better health pro-
motes economic growth.

Although the term “public health” is widely used, it is interpreted very differently in different countries,
in part because the concept, as expressed by different languages, brings with it specific historical legacies.
Thus, in some countries, it is identified more with state medicine, whereby the authorities enforce regula-
tions on, for example, food safety and environmental protection, whereas in others, it is associated more
with social activism and empowerment of civil society. A key distinction is between public health measures
that act at the individual level (mostly the duty of counties), such as health education, and those that act at
the population level (both municipal and national responsibility), such as fiscal measures and legislation.
Over recent decades there has been growing recognition that, while both may be needed, the latter are most
effective. To complicate the situation further, in many countries a variety of concepts of public health coex-
ist. Consequently, attempts to describe trends and developments in particular countries have been very
challenging.

Beginning from first principles, it is clear that the locus for decision-making with regard to public health
should be at the tier of government where it can be most effective. Thus, in areas such as alcohol, food, and
tobacco policy, where the most effective measures involve taxation and product regulation, such as the
implementation of standardized packaging for cigarettes, decision-making is most appropriate at the na-
tional level or, in the context of the European single market, at the European level. In contrast, some
measures, such as restrictions on the number of sales outlets, both in terms of absolute numbers and open-
ing hours, may more effectively be achieved at a subnational level. However, such decisions will often
come within the remit of planning legislation, which is itself devolved. Other interventions, such as those
involving health education, may more appropriately be implemented at municipal level, taking advantage
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of links with the educational system. However, even here, there is an argument for creating partnerships
across municipalities to pool expertise and develop appropriate materials.

Health protection is a key element of a comprehensive public health strategy, including environmental
health, food safety, and communicable disease surveillance. Once again, the appropriate level of govern-
ment at which to locate these functions will depend on broader considerations, including where the com-
plimentary activities on which they depend can be found. However, in all cases, it will be important to
ensure that there is a consistent national framework within which local activities can take place, and which
can provide the specialized expertise that, inevitably, cannot be replicated at local level. For example, even
in countries significantly larger than Finland, there will be a need for specialist advice on particular patho-
gens or chemical or radiological pollutants. While many tasks, such as inspection, can be undertaken at
municipal or a county level, the crucial challenge is to ensure that the system includes strong and effective
communication links with THL, the Finnish Institute of Occupational Health (TTL), and the Radiation and
Nuclear Safety Authority (STUK).

The same principles apply to health promotion. Those elements that involve face-to-face contact with
population are most likely to be effective if organized locally, involving trusted local institutions that have
a good understanding of the populations that they are serving. However they are likely to rely upon special-
ist advice, for example in social marketing, to ensure that their messages are as effective as possible, and
also to support them with evaluation.

The organization of population-based programmes that involve interaction with individuals is often best
implemented in larger population units, mainly because of the need to concentrate specialized expertise in
programme design and evaluation. Finland performs very well in both screening and immunization and it
will be important to ensure that the structural reforms do not, in any way, undermine what has been
achieved.

Concerns about weaknesses in the global public health system architecture has led to an intense debate
on how best to organize public health functions at national level. The World Health Organization has iden-
tified 10 essential public health operations that it contends are essential for safeguarding and promoting
population. These are listed in the table below and will form the basis for the subsequent discussion on the
reform of public health in Finland.

Table 3. Essential Public Health Operations.
EPHO1 Surveillance of population health and wellbeing
EPHO2 Monitoring and response to health hazards and emergencies
EPHO3 Health protection including environmental occupational, food safety
and others
EPHO4 Health Promotion including action addressing social determinants and

health inequity

EPHOS5 Disease prevention, including early detection of illness
EPHO6 Assuring governance for health and wellbeing
EPHO7 Assuring a sufficient and competent public health workforce

EPHOS8 Assuring sustainable organizational structures and financing
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EPHO9 Advocacy communication and social mobilization for health

EPH10 Advancing public health research to inform policy and practice

Key Reform Issues and Prerequisites

As noted above, the Finnish reforms envisage a transfer of a number of functions from the municipality to
the county level, though the current proposals lack detail on how public health functions will change. Con-
sequently, while other parts of this report have been able to explore very specific aspects of the changes,
this is rather more difficult here. Instead, it may be more helpful to reflect on the diverse public health func-
tions that should be undertaken and look at how they might be affected.

Before doing so, a brief digression is necessary. The term “wellbeing” features prominently in Finnish
documents. Although increasingly widely used internationally, the meaning of this term requires clarifica-
tion. Our discussions with Finnish colleagues suggested that, in the present context, it related primarily to
the interface between health and employment, including active labor market programmes to get people
back into work, but also some element or planning and urban design. This may be something that can be
clarified by Finnish colleagues as it may simply be a matter of translation but, at present, it does seem
somewhat unclear, which may be a problem given the emphasis placed on it in official documents.

We now consider how the new arrangements will impact on each of the Essential Public Health Opera-
tions listed above.

Surveillance of population health and wellbeing

Vital registration and related health statistics are recognized to be a very high quality in Finland. For exam-
ple, the Finnish Cancer Registry is seen as an exemplar for other countries. At present, births and deaths are
registered at the level of the municipality and transmitted centrally, where they are used to update the na-
tional population register and are analyzed by Statistics Finland which reports regularly on health-related
trends and patterns.

Despite the availability of high-quality data, there have been concerns in the past that, while the larger
municipalities are very capable of making use of the information, there is limited capacity in the smaller
ones. The reforms offer an opportunity to create a critical mass in each of the new counties, but this will
require sustained investment, based on a clear assessment of the information it will be required to fulfill
their functions and the analysts needed to deliver this vision.

At present, proposals are somewhat unclear on how this will be done, simply stating that THL and the
counties will have the responsibility to monitor the health and wellbeing of the population, but further de-
tails are not given. Of note, in general there is often a lack of clarity on roles and responsibilities across
many other areas of the reforms as well.

Monitoring and response to health hazards and emergencies

Environmental health has been the responsibility of the municipalities. This includes ensuring the quality
and hygiene of foodstuffs, assessing the health impacts of housing and public areas, noise abatement, the
quality of drinking- and bathing-water, assessment of adverse environmental health effects and waste man-
agement. It is proposed that environmental health will become the responsibility of the counties but, again,
precise details are not available at present.
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Health protection including environmental occupational, food safety and others

Occupational health is very developed in Finland and, historically, many Finns receive much of their basic
healthcare through occupational health services. There has been substantial growth in corporate provision
of occupational health services, now covering 52% of enterprises and 58% of employees. The system is
considered quite lucrative for providers, who are already consolidated to the point that very few small pro-
viders remain.

Problems in equity of access are largely explained by the parallel system of occupational health care,
however the occupational health sector is not addressed under the current reforms. The Finnish Institute of
Occupational Health has discussed the possibility that a large share of GP services would be shifted from
occupational health services and the occupational health services would focus on preventive/health promo-
tion activities and specialist consultation type support.

Health Promotion including addressing social determinants and health inequity

At present, municipalities have responsibility for increasing wellbeing, health and functional capacities of
their residents, as well as building social inclusion and preventing marginalization. They do this through
policies in the different sectors for which they have responsibility. These actions are designed to improve
quality of life, increase employment and productivity, and limit the growth of expenditure of social welfare
and health. Ultimate responsibility for these policies lies with mayor, with implementation carried out by
the municipality's management group. This requires extensive cooperation within the municipal organiza-
tion and with other municipal actors and players. To support the management group, a wellbeing team is
sometimes created to facilitate implementation, with a coordinator for the promotion of wellbeing and
health in the central administration of the municipality an important actor. In smaller municipalities, the
coordinator may be shared by municipalities. The extent to which municipalities achieve these goals is seen
as a key measure of their overall success. Clearly, it will be important that any changes do not diminish or
impair their efforts.

It is envisaged that much individual level health promotion will remain with municipalities, with those
elements of prevention that are embedded within health services becoming the responsibility of the new
counties. The counties will have an important role in addressing social determinants of health and health
inequity, in particular providing expert assistance to municipalities in promotion of health and wellbeing,
prevention of substance use and preventive services. Additionally, counties will be required to compile a
regional wellbeing review in collaboration with local municipalities. This will have to draw on a wide
range of information, and especially that compiled by THL (Table 4)

This will clearly require close collaboration between counties and municipalities, within a clear frame-
work setting out roles and responsibilities. There is no reason why this should not work but, once again, it
will be important to achieve clarity on the precise arrangements to be adopted.
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Table 4. Health information sources.

Topic Website

TEAviisari benchmarking https://www.teaviisari.fi/teaviisari/en/index

system

Hyvinvointikompassi http://www.hyvinvointikompassi.fi/en/web/hyvinvointikompassi/
(Welfare Compass) indicator

bank

Sotkanet indicator bank https://www.sotkanet.fi/sotkanet/en/index

Indicators of health and www.terveytemme.fi

inequalities

Disease prevention, including early detection of illness

Municipalities have been responsible for immunization and screening, which includes both newborn
screening and cancer screening in adults. In both cases, Finland is recognized as a leader within Europe.
These services will be transferred to the counties as complete packages, simply relocating the administra-
tive structures. It is, however, important to recognize that structural reforms typically lead to a temporary,
but at times severe disruption of existing activities, often lasting 2-3 years. Given Finland’s high level of
achievement in these areas, it will be essential to guard against any deterioration, for example due to loss of
key staff and institutional memory. This will require a carefully designed transition strategy. However, the
reforms also offer an opportunity. Given the increasing technical complexity of screening, with new tech-
nologies, it is unrealistic to expect every county to have the requisite expertise. Consequently, there is a
strong argument for using the reforms to establish a national function that is capable of keeping up to date
with emerging evidence, synthesizing it, and disseminating it in the form of guidance to the counties. Such
a function, ideally linked to the cancer registration system, can also make a valuable contribution to moni-
toring and evaluation, thereby maintaining Finland’s excellent performance in this area.

The relationship with education services is complex. Ownership of the schools will remain at the munic-
ipality level, with the municipal authorities responsible for education within a national framework. This
means that health education, as with other subjects, will be a municipality responsibility. School health
services will, however, lie at the county level. Given the difficulties that have arisen elsewhere, it is im-
portant to pay particular attention to sexual health promotion and education, ensuring that messages are
coherent at all levels, and ensuring strong administrative links. It should be noted that this is an area that
has been problematic elsewhere when market-based reforms have been introduced, leading to fragmenta-
tion of services.

Assuring governance for health and wellbeing

The proposals state that municipalities will continue to have responsibility for the health and wellbeing of
their populations, although this will also be the responsibility of the counties. Certain policies, such as
fiscal and regulatory measures to tackle threats to health such as tobacco, alcohol, and poor diet, will inevi-
tably lie at national level. Obviously there will need to be clarity on areas of responsibility. Some regulato-
ry measures will move from municipalities to county level, such as planning approvals, but within national
framework.
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Assuring a sufficient and competent public health workforce

Counties will be responsible for ensuring that there is an effective public health workforce, acting within a
national framework. Workforce planning is, intrinsically, extremely difficult. This is especially true in
countries with sparsely populated rural areas, where it can be difficult to attract highly qualified profession-
als to those areas where the need is greatest. This is an area that will require careful attention, recognizing
that, at present, there are significant geographical imbalances between the different parts of the country.

Assuring sustainable organizational structures and financing

It will be up to the counties to decide how they provide public health services from within their overall
budgets. It may be helpful to develop national guidance, even if not on a statutory basis, to give some indi-
cation of the range of services that might be provided and the numbers of individuals and mix of skills
required to deliver them. This is likely to include the ability to undertake assessments of need, design, im-
plement and evaluate interventions, undertake disease surveillance, and mobilize action across a range of
sectors. The move to counties offers some clear opportunities here but it also poses some threats. Just as at
present, where there are widespread variations in the provision of public health functions among municipal-
ities, it is likely that each county will place a different priority on these functions. Clearly, they will be
acting within a national framework, including some areas where there are defined national and international
responsibilities, such as environmental health, but there may also be considerable discretion as to what is or
is not provided. While respecting the economy of the counties, it will be important to engage in a debate
about the range of discretion that they will have in regard to measures to ensure population health.

Advocacy communication and social mobilization for health

NGOs have traditionally played an important role in health promotion. An example is the work of the Finn-
ish Diabetic Association. These organizations obtain funding from three sources, competitive grants, the
Finnish Slot Machine Association (Raha-automaattiyhdistys), a not-for-profit gambling organization that
distributes its income to charitable causes, and municipalities. There is no reason to believe that the first
two sources will change but it will be important to ensure clarity about continued funding from the munici-
palities.

Advancing public health research to inform policy and practice

Research relevant to public health, which encompasses the broader determinants of health, public health
activities themselves, and actions within the health system that contribute to population health, will remain
the responsibility of universities and THL. Given their responsibility for assessing public health needs and
delivering policies, the new counties will be well placed to identify emerging issues requiring research. It
will be important to establish a mechanism by which their views can be brought together and prioritized in
ways that can influence the national research agenda.

At present, funding for certain activities undertaken by medical schools is channeled through the hospi-
tal districts using money distributed nationally. Experience elsewhere shown that funding of this sort is
often poorly targeted, with distribution reflecting historical patterns. The reforms offer an opportunity to
reassess how this funding is distributed, for example by linking it to specific objectives, including infra-
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structure for research, such as Information Systems, and recruitment to clinical trials. The approach taken
by the English National Institute for Health Research may offer some ideas for taking this forward.

It should lastly be noted that during 2013-17 THL has been subject to significant decreases in its basic
funding (-35%). As a result, population and public health research is highly dependent on external funding
and competitive grants from Academy of Finland and EU.
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7 REINFORCING GOVERNANCE, REGULATION
AND INFORMATION SYSTEMS

Key Observations
e  Care must be taken to ensure the reforms are in line with constitutional requirements

e Although counties are expected to have significant autonomy, for many functions — including in-
formation systems, monitoring, and some aspects of purchasing —a strong governance role for au-
thorities at a centralized level will be important

e The benefits of commercialization should be balanced against the benefits of trust in the current
system

e A monitoring & evaluation strategy with pre-specified goals should be set up at an early stage

o Information systems will need to be in line with all aspects of the reform, supporting purchasing,
choice, competition, integration and payment

e Interoperability of the IT system at the county level will be essential
Introduction

In this section we discuss governance, regulation and information systems, all of which play important
roles in supporting and facilitating the reforms’ success. Although there is no universally accepted defini-
tion of the concept of governance, the WHO considers 'leadership and governance' in the health sector as a
fundamental building block of the health system, which it defines as "ensuring that strategic policy frame-
works exist and are combined with effective oversight, coalition building, regulation, attention to system-
design and accountability" (World Health Organization, 2007). Contemporary interest in health system
governance can be traced back to the World Health Report 2000, which included an extensive discussion of
the role of 'stewardship' in promoting improvements in health system performance.

The preceding sections have highlighted many challenges for governance raised by the reforms, particu-
larly regarding the capacity of counties, as well as surveillance of the reformed system and regulation of the
competitive markets. In addition to these challenges, the identification of information needs should also be
seen as an urgent priority for almost all aspects of the reforms. Success in all areas will depend crucially on
consistent implementation of compatible information systems and information platforms which collect and
process data and make it available to all the actors across the country.

In this section we review a selection of challenges related to strengthening governance under the re-
forms. In particular, we devote significant attention to issues surrounding the development of information
systems.
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Strengthening governance

The reforms pose certain risks that require careful scrutiny from a governance perspective. Much of this
relates to identifying entities accountable for various functions, as well as ensuring entities — whether they
are counties, national level authorities or otherwise — have sufficient capacity to carry out their mandate.

Constitutional issues

A previous iteration of the reform was rejected (in February 2015) by the Parliamentary Constitutional
Committee on the basis that that proposal, based on 5 areas organizing health and social care services, did
not ensure the constitutional right of citizen involvement nor equal treatment of citizens. The current re-
form with 18 counties has been seen as a better model from the constitutional perspective as it would en-
sure better direct citizen voice; although the equal treatment of citizens within the current reform would
still need to be fully assessed. At the center of the constitutional issues lies the administrative structure
acknowledged in and set up by the Constitution. This structure is made of two levels — the municipal level
and the central government level. In this sense the county structure comes “from the outside” of the consti-
tutional provisions. This creates still some uncertainties on how much of the constitutional balance the
county system is seen to be “disrupting” (e.g. by reducing role of the municipalities). Another dimension of
the constitutional question relates to the delegation of public power for certain “administrative tasks” (there
is no prescriptive list on what these tasks would be but decisions on child protection measures is a rather
clear example of such a task). These task / actions can only be delegated to public actors, hence they
should, in principle, not fall under any of the freedom of choice services. Grey zones around this question
are however still large and there seems to be a rather wide variety of interpretation on the actual implication
to the reform.

Strengthening the central level in the context of decentralization

There is a small and largely inconclusive literature on decentralization in health systems (Saltman,
Bankauskaite and Vrangbaek, 2007). The general consensus is that there is a balance to be found between
centralization (which can economize on managerial requirements, promote equity and secure economies of
scale) and decentralization (which can offer greater sensitivity to local variations in needs and preferences,
and promote experimentation).

With the reformed responsibilities, careful thought should be given to the respective roles of the munici-
palities, the counties, the catchment areas and the central government, and the relationships between them.
As discussed in Chapter 3 (as well as in other chapters), many functions will be best provided at a central
level (either through government action or voluntary collaboration amongst counties). They include:

o specification of information systems and protocols

e promulgation of 'best practice’ clinical and service delivery guidelines

e organization of comparative 'benchmark' information and case studies on quality and efficiency;
o specification of the minimum levels of services;

e purchasing of some services, such as more specialized and complex treatments

e oversight of competition and the functioning of local provider markets

e intervention if lower tiers of government (such as counties) fail to fulfil their duties.
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Some of these roles (such as clinical and service delivery guidelines) are already successfully undertaken at
a national level in Finland (e.g. http://www.kaypahoito.fi/web/english/home), and it is important that these
resources are maintained and strengthened further. Some national functions are necessary to maximize the
benefits of decentralization by producing useful comparative information, some to avoid unnecessary du-
plication, and some to compensate for the limited managerial capacity that will be available in some coun-
ties. Moreover, particularly as freedom of choice and market competition play a role in the reforms, the
capacity to supervise and regulate provider markets will be essential at a national level.

As discussed, responsibility for the integration of services will lie with the county. However, it is not
clear from documents or discussions how that integration will be secured. Jurisdictions that already have
nominally integrated health and care purchasers (such as Northern Ireland) have sometimes struggled to
identify effective governance arrangements within the purchaser to assure integrated care. It is likely that
individuals will require a nominated 'care coordinator' to provide integration, but it is not yet clear who is
expected to fulfil that role. There is an important role for the national government in identifying and dis-
seminating good practice in integrated care.

It is also important to develop mechanisms by which the national level can hold counties accountable for
their performance. In most circumstances this should take a supportive form of comparative benchmarking
and dissemination of good practice. In the case of a failure at a county, the legislation provides for national
administration and eventually merger. Given the quite small populations covered by some counties, this
consolidation may be inevitable and desirable particularly from the perspective of economies of scale, but
the transition costs should not be underestimated.

There will furthermore be a need to assure good governance of the relationships between tiers of admin-
istration - for example between counties and municipalities for public health, and between counties and
catchment areas for specialized services.

Ensuring commercialization does not jeopardize trust in the current system

Compared to other developed countries, Finland has not historically relied extensively on formal govern-
ance arrangements to control and enhance its health system performance. Instead, in common with other
Nordic countries, it has relied to a large extent on 'trust' that providers, purchasers and patients will 'do the
right thing' to ensure that - in general - the right services are delivered, with satisfactory levels of efficiency
and a high level of clinical quality (Lyttkens et al., 2016). This reliance on trust has in general served Fin-
land well. It means that the health system can in principle economize on formal mechanisms of specifying
and checking performance levels, and at the same time allow innovation in service organization and deliv-
ery that more formal methods of governance may inhibit.

It is vitally important that the reformed system retains the beneficial elements of trust and autonomy that
it has enjoyed hitherto. In particular, many formal aspects of governance impose significant running costs
on the system that may be avoided if actors can be trusted. However, the reforms pose certain risks from a
governance perspective. For example, the commercialization of some service may lead to different types of
behavior on the part of some practitioners and provider organizations. Or some purchaser organizations
may make procurement decisions that are - unwittingly or otherwise - affected by conflicts of interest. This
issue is especially important in a system that has previously been lightly regulated, and so the actors in-
volved may not be aware of the potential for adverse governance consequences.
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Establishing a monitoring and evaluation strategy within a governance framework

One important aspect of 'meta-governance' should be considered: the monitoring and evaluation of the
reforms themselves. A characteristic of most health system reforms is that their introduction is not properly
monitored and their outcomes rarely evaluated. The WHO has developed a set of tools for monitoring and
evaluation (M&E). Although intended for use in low- and middle-income settings, the principles of M&E
are applicable to all health systems. The lack of attention to M&E in health system reforms can be consid-
ered a major policy failure worldwide. The reform exposes citizens to new methods of service organization
and delivery, and involves reallocation of large sums of public finance. It is therefore incumbent on poli-
cymakers to incorporate the capacity for M&E into its reforms.

Smith et al (2010) propose a simple model of leadership and governance that comprises three fundamen-
tal relevant components: a priority setting function, under which objectives, standards and priorities are set
ex ante; a performance monitoring function, which examines ex post whether expected criteria have been
met; and an accountability function that seeks to correct poor performance. This model can be applied at
any level of the health system: national policy; organizational management; clinical team; or individual
practitioner. Many of the regulatory functions of health systems can be viewed within this model. In partic-
ular, this model works well when considering approaches to M&E; the questions one should ask are:

e have objectives, standards and priorities been adequately set, so that purchasers, providers and
service users know what can be expected?

e are there adequate mechanisms for reporting against standards, and comparison between purchas-
ers and service providers?

e are there adequate mechanisms for correcting unsatisfactory performance?

Setting priorities and standards is a key function in all health systems. Many criteria are set at the national
level, first because it promotes equity of standards (such as access and quality) across the country, and
second because it economizes on the need for local bodies to have to set their own standards. Examples
include specification of national standards of services to which all citizens should be entitled, such as max-
imum waiting times. Given the ambition of severe constraints on expenditure growth, such national mecha-
nisms will be essential to preserve equity and quality. The key requirement is to set the national require-
ments clearly but flexibly, so that they allow adequate local autonomy to innovate and test out new meth-
ods of service delivery.

The need for adequate performance reporting at all levels of the system is crucial. The specification and
mandating of reporting requirements is usually a national governmental function, to assure standardization
and economy of effort. However, that function is often delegated to an independent regulator. Note that
there may also be an important role for clinical professional organizations to specify and disseminate per-
formance criteria, as in the Swedish quality registers. Note also that provision of information will in general
not be sufficient - there will also be a need for capacity at the national level to analyse and disseminate
information in a form that is meaningful to all the prospective users of information.

The third aspect of this governance framework - securing accountability and change - is the least well-
developed internationally. There are four broad approaches to accountability: central instructions; markets;
elections; and professional control. None of these on its own appears to sufficient. Central intervention is
likely to be needed when there are clear breaches of standards and unacceptable performance, but is unlike-
ly to be the prime mechanism for continual improvement, as it is difficult to allow the necessary local au-
tonomy. Markets may have some role to play in both strategic purchasing and individual choice, but mar-
kets in health and social car are replete with potential for failure, and there is considerable evidence that
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they must be augmented with other control mechanisms. Elections may act as an important strategic con-
sideration for county councils, and can promote local involvement, but they are unlikely to promote de-
tailed improvement of services. Professional networks can be an important source of improvement, but
depend heavily on the nature of clinical leadership.

Developing information systems

Need for information cuts across the whole spectrum of the reforms. This report has already discussed
about the specific information needs regarding purchasing, choice and competition, integration and, above,
on monitoring and evaluation. These information needs should not be responded to by ad hoc mechanisms
and approaches but with the development of a comprehensive information system. Of course, Finland
already has a very developed information system (at least on the health side, for social care the information
system is maybe patchier), so the question is mainly about how to develop the current information system
to make it fully attuned with the reform’s information needs.

There is a general consensus that the information system needs still further development before it is fully
in-line with what is needed from it in the reform context (although there are some divergences of point of
views among the Finnish experts regarding the wideness of the gap between what exist and what is need-
ed). Building the information system to support the reform is crucial, it will in many ways be the “lubri-
cant” on which the reform will stand or fall. In other words, gaps in the information system will limit the
possibilities of implementing the reform in an effective way.

The responsibility of developing the information system is shared among many actors — the providers,
the municipalities (especially in the transition period), the counties, (in the future) the planned joint service
center for IT, institutions mandated to collect data and who are custodians of databases and registries (e.g.
THL and KELA), Ministry of Finance (as per its role in controlling large IT investments) and the MoHSA.
These actors have already come together to discuss the information system development plans and there is
the draft legislation has some anchoring points for the information system development, but, as the THL
evaluation also underlines the practical implementation of the information system will depend on a yet to
be defined process where the information system actors all have a clear role”.

Defining and harmonizing key performance indicators

There is current ongoing work on defining and harmonizing the key performance indicators for the health
(and social service) sector. These indicators should be in-line with the key assumptions and goals of the
reform. For example, the stated goal of increased equity should be closely monitored both between and
within counties (and between and within catchment areas). This should include indicators on utilization of
services disaggregated by socio-economic stratifiers as well as geographic variables. Indicators providing
information on people possibly forgoing health care because of financial and/or non-financial barriers will
also be important in monitoring access to service.

Resource and process indicators will be important for monitoring availability of services and geographic
dynamics of supply — for example the number of health or social service workers in a given area. Another
set of indicators which could be included in the key indicators are those that can track any possible unin-
tended consequences, such as the level and distribution of out-of-pocket expenditures.

4 THL evaluation of the Draft Law of the Act on Organising Health and Social Services, THL, 2016
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The yearly negotiations between MSHA and the counties (as per paragraphs 30 and 31 in the draft Law
on Organizing health and social services) could be an opportunity to consolidate and apply these standard
indicators at the county level. Having these indicators as key elements of the negotiations between MSHA
and the counties will help to ensure effective information steering of counties from the central level.

One entry point for producing the necessary data should be the KANTA data base which already pro-
vides routine information from which for example disaggregated utilization data, disaggregated by patient
background information, can be derived. The original core idea of KANTA services has been to ensure
that patient records will be available through the central repository when the patient changes between pro-
viders. This is based on standardized message-based flow of data between KANTA and provider EPR-
systems. However, to date the database only covers health services. The future integration of social service
data in KANTA should fill this gap and provide a comprehensive source of data for both health and social
services. But it is unsure how much of the social service data can be integrated in the KANTA system and
how fast.

Survey data will still be important for example in studying responsiveness and health seeking behavior —
both very important dimensions to take into account when monitoring the effects of freedom of choice.
The current health sector surveys are mainly ad hoc based. A regular survey instrument that would follow
the reform implementation and maturation be needed. This type of regular survey instrument is planned
and will be executed by THL every 4 years resulting in data representative at the county level. A more
frequent data collection is currently not possible without additional funding either from central government
budget or joint funding by central and county budgets.

The counties will be the principle user of data on providers. Counties will need this data to fulfill their
function of overall monitoring of the standards and quality of providers (as per paragraph 9 of the draft law
on Counties), but they will also need more in-depth information as the purchasing decisions they will make
are dependent on high quality information on costs, effectiveness and quality of care. The current draft
legislation has the necessary provisions on mandatory data sharing by the providers. However, this will
need to be translated into standard ways of collecting and extracting data from the providers in a form that
will suit the needs of counties as organizers and purchasers.

Currently the patient cost data needed to accurately determine prices for services is not widely available;
this leaves the possibility that counties will set prices that either overpay or underpay providers, both of
which will have adverse consequences for the quality of care, the types of services provided and the supply
of providers in the market (see Chapter 3 on payment systems). Setting the prices will almost inevitably go
through cycles of trial and error, so it is crucial that counties have access to up to date data in order to re-
spond adequately.

In order to ensure and incentivize data availability, quality and interoperability of the IT systems, it
might be necessary to impose some minimum standards of data / IT systems before a provider is eligible
for contracting. This might lead to some trade-offs in balancing market entry and the providers capacity to
produce needed data. It has been voiced that some smaller operators will face financial problems because of
IT investments required.

Making IT systems interoperable at county and provider levels

Information systems are likely to play a key role in securing effective integration. To secure effective inte-
gration, it will often be necessary to share patient records between providers, and with the purchaser. In-
teroperability is the technical underpinning of this information. Interoperability (in the health system con-
text) has been defined as: “the ability of health information systems to work together within and across
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organizational boundaries; [it] is the ability of different information technology systems and software ap-
plications to communicate, exchange data, and use the information that has been exchanged’ (Healthcare
Information and Management Systems Society). There has been a lot of recent work in Finland on interop-
erability especially on the level of patient health records through the KANTA software at the national level.
KANTA services have the potential to fulfill some of the counties’ (purchaser role) information needs.
However, the roles and responsibilities on how KANTA-services and other centralized information services
will be developed in the future is not fully clear yet.

Municipalities and hospital regions also have already IT system that can ensure this information ex-
change. The Helsinki and Uusimaa Hospital Region (HUS) is currently developing an IT system, Apotti,
which aims at building a provider based interoperable system that also integrates health and social care
(delivered in HUS facilities). It is not clear how systems such as Apotti are ready to accommodate the
multiplicity of providers that may arise under freedom of choice. It is moreover likely that standards and
protocols will have to be set at the national level, as providers will be reluctant to operate incompatible
systems from one county to another.

Interoperability of the IT system will be crucial at the county level in order for the counties to fulfill
their role of coordinators of health and social services. It will certainly be at the county level where the
reality of the current situation of disparate and incompatible IT solutions will be mostly felt.

A basic requirement will be that provider systems communicate with a common IT system which is un-
der the county’s control (or under the control of a coalition of counties). Through this system counties can
guide and monitor care paths as patients move from one provider to another. The IT interoperability at the
county level will thus also serve the service integration for which data integration is a key prerequisite.
Planning and monitoring the integrated care models is not possible without the integrated information on
health and social service.

This county system can also serve as a mediator of information between the providers who will not nec-
essarily come together spontaneously under one unified information system, especially as the reform will
probably multiple the number of providers who all have their own systems. The counties role in ensuring
continuity in information flow will is crucial as providers will be entering and exiting the market in a more
fluid way than currently creating possible disruptions which will need to be dealt with by the counties.

Ensuring personal health data is secure for secondary use

A further consideration raised by patient information sharing is the need for data security and governance.
A single serious breach of confidentiality could lead to major system disruption, for example if large num-
bers of people refuse to allow their data to be shared across providers. Policymakers need to be assured that
information governance arrangements will be sufficiently robust under the reformed system.

The secondary use of personal health data is seen within the reform as an important big data initiative.
This follows recent trends, especially in OECD countries, of using secondary data where the focus is on
‘... the ability to monitor the same individuals over time, as they experience health care events, receive
treatments, experience improvements or deteriorations in their health and live or die.” (OECD, 2013)

Secondary use of personal health data has shown its usefulness for example through the PERFECT pro-
ject in monitoring the content, quality and cost-effectiveness of treatment episodes. While it is yet unclear
on how the secondary use of personal health data will develop, it is easy to assume that it will yield infor-
mation that can be used to improve health system performance.

At this point of development of the secondary data plan, what might need some focus are the data secu-
rity aspects. Linking data and creating bigger pools of data comes with increased risks for large scale data
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breaches that can endanger confidentiality and security of health data of a large amount of people (OECD,
2013).

The draft law on secondary use of data as published on the 15" of August is very comprehensive and
seems to have all the different aspects of data confidentiality built in it (the draft law talks about encryption
key, physical space, log keeping, organizing the etc.). However, the kind of data safety features that are
designed in the law can be costly. It is necessary that the principles in the draft law are followed up with the
necessary, sustained, and ring fenced financial resources, which do not fluctuate with budget changes of the
institution which will be handling the data use authorizations and providing the IT platform through which
the information will flow.
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8 ACHIEVING THE REFORM OBJECTIVES

Key Observations

e Overall, the reforms are an ambitious effort to address concerns about inequalities in access to
health and social care, effectiveness and sustainability of the public system

e Consolidating responsibility for purchasing and organizing at county level and focusing on inte-
gration and coordination of health and social care services have great potential for improving sys-
tem performance, however investments in strategic purchasing are needed.

e Introducing some choice and competition could also spur innovation, although proper incentives
and regulations must be in place to prevent unintended consequences such as cream-skimming

e Care must be taken to ensure that past achievements in public health are not compromised due to
organizational changes

o Information on population needs, care pathways, costs, and provider quality are essential pre-
requisites to enable all aspects of the reform, and the importance of information cannot be under-
stated. That said, information technology is unlikely to lead to cost containment in the near term.

e The degree of cost containment sought by the reform may jeopardize the reform and damage ac-
cess and quality of care

Assessment of the impact of the reform proposals

This section reviews the extent to which the reforms are likely to deliver on their broad objectives of im-
proving equity, access and effectiveness, as well as achieving gains in efficiency and reducing costs. Draw-
ing on the analysis above, we discuss some key observations, highlighting earlier findings the report in the
context of the reform goals.

Consolidation of responsibility for organizing and purchasing to county level can im-
prove leverage and reduce inequalities

Evidence suggests that municipalities have historically varied substantially in their capacity to organize
services, given variation in their population size, demographics, and other factors. By consolidating respon-
sibility to a county level, resources can be more equitably distributed, counties can better align the availa-
bility of services with need, and use their financial leverage to steer the efficient delivery of services.

Attention to strategic purchasing is therefore a key pre-requisite for the counties’ success. The funda-
mentals of supporting strategic purchasing are discussed elsewhere in this report (see Chapter 3). Efforts
should be directed towards conducting county level needs assessments so counties have a better sense of
population needs and can consider how to allocate their resources in the first instance.
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Competition may incentivize innovation but regulations must be in place to prevent
cream-skimming and other unintended consequences

Freedom-of-choice for patients and clients is intended to better balance supplies and demands, more specif-
ically to give care-users the formal option to vote-with-their-feet. The widely held expectation is that free-
dom of choice might attract (new) private providers to enter the market. However, this is still undecided
and at this point in time it has not yet been decided which segments of the health sector will be opened up
to choice. Experience elsewhere suggests that private providers are only likely to bid for contracts where
there are few sunk costs and where the workload is as predictable as possible, in terms of both numbers and
severity. Consequently, ambulatory care, elective services in secondary services, and nursing homes seems
a natural choice, while creating additional capacity in high cost infrastructure such as university clinics risk
substantial amounts of future sunk costs. Practical experience also suggests that they may demand major
incentives to enter the market, including guaranteed patient flows, which if demand falls can undermine
existing provision in public hospitals, and premiums on payments. One way to prevent cream-skimming is
to ensure that costing is on a like for like basis, including traditional public sector activities such as training
that are cross subsidized from profitable services.

In general, it is important to take into consideration that the attractiveness of the Finnish market will dif-
fer across counties and equal market penetration among the different ownership types cannot be guaran-
teed. Freedom of choice and competition will only improve access to care where providers are incentivized
to participate in the market.

Integration of health and social care has potential to improve quality and efficiency,
but there are important preconditions

The prominent role of social and health care integration in the reforms is a positive step for Finland, as
better coordination can improve patient care and generate efficiency gains. With 10% of patients responsi-
ble for around 80% of costs there is clearly great scope for improvement. Better integrated health care and
social services create conditions for a more patient-centered care in which the patient/user is in focus. Solu-
tions better adapted to patient needs are more feasible in a model with less fragmentation and a coordinated
care path. Cost savings can come about through reduction of unnecessary treatments, reduction of hospital
admissions and readmissions, avoidance of duplication of services as well as shorter length of hospital
stays, primarily due to better home care services and housing in the community — especially important for
frail elderly patients. The county level offers a potentially good environment for care coordination, consid-
ering that the counties will be able to implement standards and guidelines throughout their entire organiza-
tions.

Nevertheless, there are many complexities (as there are around the world) to integrating health and so-
cial care services in practice. Country experiences demonstrate that coordinated activities do not necessari-
ly take place even when health care and social services financing are integrated in the same regions, as
regional entities may decide to split up the contracting into separate divisions, or use separate contracts and
payment models. There are important preconditions for success. Providers must be actively encouraged to
work together; payment systems and financial incentives that foster cooperation among providers are pow-
erful tools to do this. Information technology that provides useful data to providers so that they can manage
service pathways is essential and will need to be developed. Given the context-specific nature of health and
social care integration, regions that have had successful pilots should build on these programmes and be
given the autonomy to do so. There is also a need to start developing health and social care worker educa-
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tion and training so that teaching and practicing the kind of skills needed in integrated care models are
included in the curricula.

Fortunately, Finland has a considerable range and depth of experience with pilots that it can build on and
scale up to achieve success in this area. However it is important to make sure that existing, well-functioning
integration initiatives are not hindered by aspects of the reform. For example, if there is an introduction of a
strict contracting model it could lead to a situation where successful initiatives such as the South Karelia
Social and Health Care District (Eksote) does not function as it has previously.

There are also significant risks that result from the freedom of choice and market-based components of
the reform. By allowing clients to choose providers, it can be difficult to direct patients into cost-effective
care pathways and to ensure coordination across providers who may be competing for business. In many
respects, there is a risk that the aims of choice and competition can undermine that of integration and coor-
dination if applied in the same areas.

Lastly, a lot of the discussion has concerned horizontal integration among health and social services. As
important in the Finnish case is the vertical integration between the hospital sector and primary care /social
care, not least to facilitate cost savings connected to reducing admissions/readmissions, decreased length of
stays and more efficient discharges from hospitals.

Care must be taken to ensure that past achievements in public health are not compro-
mised due to organizational changes

As has been noted, Finland is recognized as a leader in public health in Europe. As the reforms proceed,
two principles might usefully be considered. First, drawing on the now extensive evidence that any major
organizational change risks compromising organizational effectiveness, due to the efforts that must be
invested in the transition process and the risk of loss of institutional memory, care should be taken to ensure
that past achievements are not compromised. Second, where possible, any opportunities presented by the
reforms, such as the ability to concentrate expertise in larger territorial units, should be taken advantage of
explicitly. In this respect, the development of comprehensive, integrated, and coordinated information sys-
tems will be a particular priority.

Drawing on experience elsewhere, there is a need to ensure clear lines of accountability for the many ac-
tivities that contribute to population health. This is especially complex given how progress often depends
on actions in many different sectors. Three challenges can be identified. First, it will be important to have
complete clarity about the division of responsibility between the counties and municipalities. This is espe-
cially important where responsibilities transcend tiers of government, such as is the case in school health.
Second, recognizing that public health at local level in Finland has benefited from strong links with the
organization of health care delivery, it will be important to ensure that the move of the latter function to
counties does not weaken the former. Third, it will be important to invest in the workforce required to de-
liver the new model of public health, and in particular those who are needed to provide a population health
input into the purchasing and delivery of health care, including assessing health needs, developing appro-
priate packages of care, and evaluating effectiveness.

Given the risks of unintended consequences, it is strongly recommended that the new arrangements are
tested, drawing on the now growing experience of scenario analysis and role play, as used in, for example,
pandemic and emergency preparedness. This approach can easily be extended to other areas of public
health. Thus, it will be helpful to evaluate how different scenarios play out, such as an outbreak of infec-
tious disease, an episode of chemical contamination, or the pathway followed by a patient with complex
problems, in the models proposed by the reforms.
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Information technology is the lynchpin of the reforms but there is limited evidence that
it will reduce expenditure growth

As highlighted throughout this report, good information on population needs, care pathways, patient costs
and provider performance are essential to support all aspects of the reform. Nevertheless, information sys-
tem development in context of the reform should be seen through the lens of digitalization, which has been
embraced as an overarching government policy aiming at promoting and establishing public and private e-
services and e-solutions. Globally digitalization in the health sector (possibly less in the social services
sector) is seen as a way to “leap” over (physical) constraints by introducing new care models relying on
information and communications technology (ICT) (OECD, 2015). In this sense, digitalization in the re-
form context is seen as a transformative element and a key enabler and driver of the reform aiming at in-
creased efficiency, quality and accessibility.

ICT systems and solutions have long been seen as a key to better health system performance and cost
savings. Kellermann and Jones note that in 2005 it was predicted that accelerating adoption of ICT tech-
nology could save the United States more than $81 billion annually. They further underline that “seven
years later the empirical data on the technology’s impact on health care efficiency and safety are mixed,
and annual health care expenditures in the United States have grown by $800 billion.” The authors attrib-
ute the disappointing results to several factors: “sluggish adoption of health IT systems, coupled with the
choice of systems that are neither interoperable nor easy to use; and the failure of health care providers and
institutions to reengineer care processes to reap the full benefits of health IT.”

Evidence, from Estonia (the “most digitalized country in the world”) also shows that the kind of savings
envisaged from ICT have not materialized, at a system level, at least in the short to medium term. Estonia
has in the last decade implemented a comprehensive eHealth plan. At the same time, between the year 2000
(before acceleration of eHealth) and 2015, current health expenditure increased from 5.2% of GDP to 6.3%
of GDP, with government health expenditure increasing from 4.0 to 4.8% of GDP. While it is true that it is
impossible to draw conclusions from the macro expenditure figures, it is still rather safe to say that the very
comprehensive digitalization of the health system in Estonia has not produced any lasting paradigm shift
that would be detectable from the health expenditure figures.

Taking into account the international evidence, Finland needs to keep a realistic view on how much digi-
talization can and cannot drive change and introduce cost savings at least at the system level and in the
magnitude perhaps foreseen. As the THL evaluation noted, “the SOTE reform will necessarily require
costly upgrade of IT systems and this transition would take around 10-15 years. With available material it
is impossible to project if running the IT after the reforms would be less costly than before of the invest-
ment costs are factored in. “

The goal of reducing inequalities suggests reform of occupational health sector will
eventually be necessary

Future efforts may be directed at reforming the occupational health sector. These services are perceived as
more responsive and of comparatively higher quality. While occupational health seems to have been pre-
served in the reform plans, given that it is only available to relatively healthy workers, its continuation may
compromise the objectives of expenditure control and in particular, equity. Indeed, inequalities in access
are in large part due to the parallel system of occupational health care, perhaps even more so than the vari-
ability in capacity across municipalities. It could be argued that in order to create well-functioning integra-
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tion for patients, the system should also include access to care providers connected to the occupational
health system.

The resource allocation formula and planned budget caps may be too stringent for
some counties

A resource allocation formula will fund counties according to population needs. While needs-based alloca-
tion can improve equity, international evidence shows that resource allocation formulas are imperfect tools
for predicting costs; for risk pools of around 100,000 population they may only be accurate by +/- 2%. This
means that it is inevitable that strictly following a resource allocation formula to set county budgets will
lead to shortfalls in some areas.

Additionally, the resource allocation formula will impose a strict reduction in the rate of overall ex-
penditure growth in an effort to achieve 3 billion euros in savings by 2029. Current forecasts indicate that
this will substantially reduce the level of resources in some counties.

Counties in deficit may decide to cope with budget shortfalls by increasing user charges (if legally al-
lowed) to shift the burden of paying for care to households, which will also serve as a barrier to access.
They may also respond by delaying payments to suppliers or implicitly rationing care, further exacerbating
access barriers and inequities. For public service utilities, counties by law will be the last-resort providers
of liquidity and bear the costs of insolvency of these organizations, although given the continued commit-
ment to universal coverage, the state would ultimately be the ultimate guarantor of access to care whatever
ownership model was adopted.

In general, the total resource allocation to the health sector should also reflect some assessment of popu-
lation health needs. Slowing the rate of expenditure growth is important to ensure sustainability of the sys-
tem; however a more gradual approach to the resource allocation formula and budget caps than what is
currently envisioned may be advisable if other policy objectives are not to be compromised. This may en-
tail only gradual movements from current budgets to the targets implied by the resource allocation formula.
Risk management strategies may be needed, such as additional funding from national level for high cost
patients or more flexibility in year-to-year budgets than is currently envisioned.

Bending the cost curve is possible but the degree of savings sought by the reform will
be challenging to achieve in the short or even medium-term

Efficiency gains can certainly be realized if providers adopt best practices. However the degree of mone-
tary savings expected in the reforms — 3 billion euros by 2029 — will be difficult to achieve without major
disruption to services and (possibly) reconsideration of the basket of services offered or the imposition of
user charges. Although a bottom up assessment of savings done by analysts in Finland and presented to the
expert panel finds around 3 billion euros can be saved if all facilities operate at or near that of best per-
formers, it is unrealistic to expect this to occur in the short-term. Additionally, some efficiency gains could
allow for money to be reallocated and spent elsewhere in the system to improve access to care and reduce
waiting times, but will then not translate into commensurate monetary savings that reduce the rate of ex-
penditure growth.

The reform experiences of other countries suggest it will take many years before any savings (either in-
creasing efficiency or bending-the-curve) will materialize, as there are bound to be set-up costs and read-
justment during the transition to the reformed system. For example, current resources and expertise in pur-
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chasing and monitoring are limited and will need to be developed. It will be essential to allocate some addi-
tional, ring-fenced resources to build capacity early on in the reform.
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9 REFORM IMPLEMENTATION

Key Observations

e Many aspects of the reform have the potential to reduce inequalities and improve efficiency, how-
ever the pace of implementation may be too optimistic and there is potential for misalignment in
some areas (e.g. between integration and competition).

e Top priorities include establishing counties and building up their capacity to conduct strategic pur-
chasing

e Use of framework legislation that sets general obligations and principles but leaves governing au-
thorities some degree of flexibility in the future is advisable

o It will be essential to demonstrate early gains to maintain public support
Introduction

This report has reviewed key issues and prerequisites for reform success in five main areas:
i. Counties as organizers and purchasers of health and social care;

ii. Introduction of provider competition and freedom of choice;
iii. Integration of health and social care services within counties;
iv. Strengthening public health at the county level; and

2 Reinforcing governance, regulation and information systems.

Many of the issues and prerequisites highlighted relate to the process of implementation including ap-
proaches and support to managing change; steps, priorities and pace of implementation and aligning reform
incentives and appropriate governance, information and regulatory mechanisms to enable implementation.
This chapter will bring together some main observations for reform implementation that apply across sev-
eral of the reform content areas.

Revising the pace of implementation

The reform plans include a helpful implementation timetable with approval of various legislations and
implementation phases. The suggested timings, however, may be too optimistic in light of the complexity
and the level of uncertainty of some of the reform strategies suggested and the capacity in terms of skills
and information systems required. As noted in earlier sections above, some reform measures such as intro-
ducing freedom of choice, increasing provider competition or setting new payment systems involve a high
degree of complexity. That is, in several instances, there is substantial uncertainty about their impact not
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only in Finland but in other countries where they have been put in place. Moreover, many reform strategies
such as those aimed at health and social care integration are highly context specific and will require exper-
imentation such as in the form of pilots. In the same way, most require large technical capacity and skills
and are particularly ‘data hungry’. As repeatedly noted above, in spite of the major strengthening under-
way in IT systems it will take some time until the appropriate data on service quality, costs and perfor-
mance is available. In the same way technical capacity and skills will have to be brought together and
further developed.

The suggestion here is not to necessarily slow down the overall pace of the whole reform program, but
rather tailor the timing, phasing and speed of implementation for each reform area in light of these con-
cerns. This is in the first implementation stages of the reform, Finland should devote (often limited) organi-
zational and political resources to priority strategies for which there is higher evidence certainty, impact
potential; skills and capacity as well as consensus among stakeholders; and hence, overall, a higher proba-
bility of implementation success. The next two sections further build on these lessons to put forward some
suggestions for managing the process of change and setting priorities for reform implementation.

Managing the reform process effectively

The approach and process of managing change is central to the success (or lack of success) of any reform
program. We include here four sets of lessons that may be of particular relevance for Finland.

A first lesson in managing reform introduction relates with the needed alignment between reform strate-
gies, which is a key determining factor of reform success elsewhere in other countries. Even when individ-
ual strategies are backed with strong evidence, they do sometimes generate conflict. This phenomenon can
be observed in some of the proposed reforms, for instance, the focus on consumer choice may act against
health care integration, or the county mandate for allocating resources and organizing services according to
need may be at odds with the imperative to introduce provider competition and apply the ‘money follows
patient” principle; unless new reforms are cautiously design so they align with exiting systems or recent
changes, and implementation is phased accordingly.

Second, there is a need to strike an appropriate balance between county autonomy and national level
guidance. The highly devolved nature of decision-making in Finland can act as an obstacle to reform im-
plementation, particularly if legislation is top down and highly normative without enough room for flexibil-
ity and adaptability to local circumstances. Or alternatively, the pressures for political and managerial
decision making to remain at county level may act against the much needed implementation support and
guidance from the central level.

Third, importantly there is a need for flexibility in adapting reform design and implementation to ac-
count for technical complexities and the level of uncertainty as well as for the capacity in terms of skills
and information systems required. Similarly, as discussed, reform programs need to adapt flexibly to local
circumstances and consider the potential for misalignment. In that regard, Finland may consider adopting
framework legislation which sets out the main reform direction but allows bottom up innovation develop-
ments as well as more implementation flexibility.

Finally, for a reform plan to build momentum and gain broader stakeholder support there is need to
demonstrate early successes. One very important condition for a successful reform — that is complex and far
stretching - forms the need to show ‘early gains’ and capitalize on the ‘low hanging fruit’. If what will
inevitably be substantial numbers of skeptics can point to severe teething problems, the later phases of the
reform may come under substantial threat. Such ‘breeding of success by success’ needs to be assessed
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against strategies that point into other directions, such as start on a small scale and take time to build up
knowledge and expertise.

Setting implementation priorities

This section draws on the above observations to suggest a series of practical priorities for reform imple-
mentation. In the first place, this means that Finnish policy makers may need to start the reform process by
giving the highest priority and devote the main share of the resources to the establishment of the new coun-
ty organization structures for which there is significant consensus among stakeholders as well as a large
degree of technical certainty. Moreover, these new county functions form the basis to enable the introduc-
tion of the further reforms including strategic purchasing, contracting, provider competition, freedom of
choice, new payment systems, integration of care and public health. Therefore the main priority should be
to put in place a series of prerequisites for the new county financing, purchasing and organization functions
to work, chiefly:
e building purchasing capacity and skills, including the swift and effective integration of staff from
municipal administrations;
e stepping up the implementation of new information systems;
e establishing a health and social needs assessment function; and
e putting in place the new governance arrangements including needed regulation, guidance and sup-
port between central agencies and the new counties.

These are fundamental preconditions which need to be fully in place before considering the implementation
of other strategies. Hence, regardless of the particular models for consumer choice, market competition or
provider payment to be eventually selected, a fully functioning county purchasing organization needs to be
in place.

These priorities have a number of implications for the introduction and prioritization of other reform
strategies. These have already been addressed in previous chapters and they will be only outlined here.

In the first phase of the reform, the bulk of current service provision arrangements including organiza-
tion and payment may need to be transferred and maintained as they are until the purchasing function is put
in place. In particular, it may be helpful to start progressively with soft but transparent contracting ap-
proaches and simple easy to understand payment systems grounded on negotiation and agreements between
purchasers and providers. However, there must be sufficient flexibility for those counties with larger capac-
ity to begin with more complex approaches as long as there are national standards for contracts and pay-
ment systems towards which counties will all eventually converge. This does not preclude the flexibility to
adapt these mechanisms to county specific circumstances such as including additional incentives for geo-
graphical dispersed areas or particular priority services.

With regard to competition and freedom of choice, as suggested in chapter 4, current plans for progres-
sive implementation of freedom of choice and introduction of competition for those less complex and pa-
tients and easily defined services are in the right direction. This is, as long as the payment is in line with the
actual costs of providing those services and there will not be incentives for cream skimming in future once
the large bulk of patients and services are included in the competition and freedom of choice scheme. In the
same way, also as noted in chapter 5, the implementation of new integrated care models should be in the
first instance grounded on existing innovative models in selected counties, which could then be scaled up to
the entire country.
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10 CONCLUSIONS

The international expert panel’s review of the health and social care reform package finds that the pro-
posals have great potential to reduce inequalities and improve efficiency. The aim of the review was pri-
marily to assess, or better predict the expected impact of the proposals and identify risks and prerequisites
to ensure that this potential is fully realized and reforms are implemented successfully. As noted, the ap-
proach taken by the expert panel to arrive at its conclusions has a number of limitations that need bearing in
mind when assessing the findings.

Study limitations

Three sets of limitations are considered here. First, the scope of, and time devoted to the review — the report
focused on a subset of reform areas deemed of key priority by the panelists, and for a limited time period
including two country visits, meetings with a limited selection of key stakeholders and assessment of some
key documentation. Second, the assessment is based on predicted rather than actual measured impact. The
conclusions draw on expert opinions, drawing from prior experiences in other countries as well as academ-
ic research. Indeed, many if not all reform effects are context-specific and so there is no guarantee that
what has occurred in other countries will transpire in Finland.

Finally, at the time of writing this report many details of the reforms are not yet decided — these could
have important, unanticipated spillover effects throughout the system. Likewise, although every effort has
been made to identify unintended effects of the reforms, with such comprehensive plans in place, it is not
possible to ascertain how all aspects of the reform will impact on each other. Many — if not all — aspects of
the reforms are intertwined and depend on each other for success; for example, the capabilities of the coun-
ties to act as strategic purchasers is reliant on the existence of provider and patient data that will be collect-
ed by new information systems. Freedom of choice is also dependent on available and accessible provider
data. Other aspects of the reform may hinder each other’s success if not dealt with carefully — in the case of
freedom of choice and care integration they have the potential to be diametrically in opposition to each
other if not dealt with carefully.

It is therefore imperative to underline that the risks highlighted in the report may not arise. However, it
is important that adequate scrutiny is given to these and other potential risks. This is especially important
given that the system has previously been lightly monitored and regulated, and so the actors involved may
not be aware of the potential for adverse consequences.

Summary of key findings

Among all the proposed reforms, the consolidation in responsibility for organizing and purchasing of health
and social services from the municipality to the county level is seen as top priority. It can create strong
preconditions to improve equity and efficiency of care delivery, as well as to improve care coordination. To
realize these gains, it is essential that strategic purchasing capabilities are developed; doing so will require
investments in information systems, so that data needed on costs and provider performance are readily
available. At present, data and skill gaps limit the counties’ ability to elaborate the very complex contract-
ing methods and procedures other countries put in place when they introduce a purchasing provider split —
often at a high administrative cost. Finding the balance between county autonomy and central level steer-
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ing will be critical; for effective purchasing and payment systems the national level will need to play a
strong role providing contracting guidance, information support and regulation.

Plans to allow freedom of choice and provider competition — although not yet fully decided — also have
the potential to increase the supply and quality of health and social care providers. However choice and
competition must be implemented with some caution and incrementally, particularly as existing evidence
internationally and in Finland are inconclusive in terms of impact. Also some approaches to freedom of
choice under consideration may jeopardize the concomitant plans to integrate health and social care. Hence
the recent support for adopting a more gradual pace to implementation of choice is a positive development.
Finland also currently relies extensively on trust in order to economize on governance efforts. Care should
be taken to ensure that the commercialization of services does not jeopardize the beneficial consequences
of trust inherent in the current system. Choice and competition may deliver improvements in efficiency and
spur innovation, however there must be strong incentives to discourage cream-skimming, as well as incen-
tives for providers to offer services in underserved markets.

The explicit goal in the proposal to integrate health and social care within counties is also a positive step
to improve care quality for vulnerable patient groups such as frail elderly, chronically ill and drug abusers.
In order to promote care coordination and integration, it is important to create the right incentives for the
collaborating actors, such as information systems that enable coordination, fair payment systems, and vol-
untary bilateral agreements. There are also a lot of excellent pilots in Finland that could be scaled up to
further stimulate integration.

The responsibility for public health services and health and well Ibeing will also move from municipali-
ties to counties although the health and wellbeing function will for the most part remain at municipality
level. Overall this shift has the potential to further improve the public health function. However care must
be taken to ensure that organizational change does not disrupt the historical successes Finland has had in
public health.

Key preconditions for the reform’s success include the development of good governance mechanisms —
some of which are described above, such as the balance between central and local autonomy and the
maintenance of trust in the system — and importantly the development of good and transparent information
systems collecting data on quality and performance. Consistent, interoperable information systems will be
needed to assure good performance at the system level, organizational level, clinical level and patient level.
The rapid development of such systems, especially for the counties which will need to use this information
for effective purchasing, is a prerequisite for the success of the reforms, and there is a clear role at the na-
tional level to facilitate progress. A clear strategy to monitor, evaluate and review the reforms is also essen-
tial, and should be initiated at an early stage.

Finally, plans to slow the rate of expenditure growth - with an objective of 3 billion euros saved by 2029
- to address the so-called ‘sustainability gap’ are very ambitious and carry some risks of jeopardizing some
of the potential benefits of the reforms. While there is a clear potential for efficiency gains in the system,
the degree of investment needed to support the reforms — as well as the intended objective to reduce ine-
qualities — make it challenging to achieve such a high level of savings in the short-term without compro-
mising other objectives of the reforms. Given the risks of unintended consequences, the implementation of
reform would be best managed step-by-step, assessing the impacts and ensuring a flexible approach to
reduce the rate of expenditure growth if needed. Early efforts should concentrate primarily on some of the
least contestable aspects of the reform, such as strengthening county capacity, investing in information
systems, and supporting integration of care for high cost high need clients.
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APPENDIX 1

THE FINNISH SOCIAL AND HEALTH SERVICES REFORM 2016-19
INTERNATIONAL REVIEW PANEL

Terms of reference

1. Objectives of the evaluation

The purpose of the international review of the planned Finnish social and health services reform is to pro-
vide an evidence-informed expert opinion / assessment on the expected impact of the new reform measures
contained in the recent Government legislation of April 2016. The report resulting from this exercise
should be made available before the Government’s bill is finalized and submitted to Parliament in late
2016. This review constitutes the first phase of a more comprehensive reform monitoring and evaluation
program that will take place over the next years and along the implementation of the health and social ser-
vices reforms.
The review has four overall aims

To assess the expected impact of reform proposals by analyzing the strategies for reform and
drawing on experience with similar reforms elsewhere in relevant countries.

To determine health system and social services prerequisites in a range of system domains such as
of governance, incentives or information systems; to enable effective reform implementation.

To provide recommendations (if and whenever required) to adjust reform proposals in light of the
results of the analysis.

To preliminary assess the evaluation framework in place to monitor and evaluate the reforms in
the short and mid-term”.

Central questions to include in the review are:

pros and cons of the networking governance model (regional autonomy (h=18) combined with en-
forced legal and financial guidance by the state);

prerequisites and effects of the comprehensive social and health services service integration based
on multiple providers (public, private, third sector);

impact of the reform on the provision and access to health promotion and prevention services;
effects on the health and social care expenditure trends and, in particular, the extent to which the
reforms will succeed in containing costs;

pros, cons and impact on the Finnish model of opening the service market to multiple providers
and provider competition;

impact of the health (and at least to some degree social) services customer choice model; and
effects on service access and implications on the socioeconomic, health and social wellbeing ine-
qualities;

% As noted this review will be followed in a second phase by the development and implementation of a comprehensive
monitoring and evaluation framework of the reforms. The international panel review team or may continue to support
Finnish Ministry of Social Affairs and Health to establish such evaluation mechanism.
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2. Methodological approach and expected outputs

The review will be based on the following phases / activities:

VI.

MSAH in cooperation with the THL and the Ministry of Finance to prepare a full description of
the reform proposals and provide key reform documents to the review panel.

Review panel to carry out a preliminary analysis of the documentation.

Review panel to participate in a first workshop in Finland organized by the MSAH - scheduled for
the first week of July 2016. The aim of the workshop is to present and learn about the reform pro-
posals, discuss pros and cons as well as implementation issues with experts and key stakeholders
in the country. The workshop will provide panel reviewers with a more in depth understanding of
reform contents and issues as well as with the opportunity to address questions to national experts
and collect additional information.

Review panel to prepare an interim report with a preliminary assessment based on the documenta-
tion analysis, the workshop and the analysis of relevant reform experience elsewhere in other
countries. MSAH to furnish panelists with additional information and documentation as required.
Review team to present a preliminary draft report in a second workshop in Finland. The aim is to
gauge initial reactions, obtain additional information, clarify any remaining reviewer’s questions
and, overall, strengthen the validity and quality of the assessment.

Review team to prepare a final report® with the main results and recommendations of the review.
MSAH to assist by collecting and providing feed-back and review comments.

3. Composition of the international review panel

The review team will be composed by a group of 6-8 renown international health and social policy experts
bringing know-how in a range domains including macroeconomics; health economics and finance; health
and social services governance, organization and management; and political economy of reform. In addi-
tion, they will possess some understanding of the Finnish health system as well that of other Nordic coun-

tries.

Panel members will be drawn from the following expert groups:

Senior staff from international organizations / bodies in particular from WHO, OECD and the
Commonwealth fund.

Experts from (and on) Nordic countries working in the analysis and/or implementation of reforms
in the health (and particularly) social sector.

Experts with analytical and reform implementation experience from countries (e.g. UK, Nether-
lands) that have undergone (or are undergoing) reforms in areas relevant to this review such as in-
troducing new models of public / private provision, market competition mechanisms, integration
between the social and health sectors or consumer choice of providers.

Senior staff from the Observatory to coordinate the expert panel and provide its secretariat.

The panel members will devote to this review about 8 to 10 days in total over the period of this exercise i.e.
4 months from June to September. The time will be split between country missions, two of about 2 days

® The completed report may need to be presented at a final face to face event.
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each to participate in workshops; and 4-6 days of desk work reading documents, analyzing materials and
writing the report.

4. Preliminary timetable

The indicative timetable is as follows:

Action Indicative timeline
1. Mandate accepted and panelists nominated Early June 2016
2. Agreement signed with OBS and panel members Mid June 2016

3. First visit to Finland, presentation of the main features of the re- | First week of July
form, workshop with key experts including Ministeries (MSAH | 2016
and Finance).

4. Second visit to Finland and interim report Early Sept 2016

5. Feedback, supplementary information Late Sept 2016

6. Final report Mid October 2016
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July 2016 expert panel country visit #1

Name

Affiliation

July 6™, 10.15-11.45 Session 1

Tuomas Poysti

MSAH (Ministry of Social Affairs and Health)

Liisa-Maria VVoipio-Pulkki

MSAH

IImo Keskimaki

THL

Paivi Voutilainen

MSAH

July 6™, 12.00-13.15 Session 2

Pekka Jarvinen MSAH
Liisa-Maria Voipio-Pulkki | MSAH
Taru Koivisto MSAH
Paivi Voutilainen MSAH
Taina Mantyranta MSAH
Riku Elovainio OECD
Kati Hokkanen MSAH

July 6™ 14.30-15.45 Session 3a

Pekka Jarvinen, Liisa-Maria Voipio-Pulkki, Taru Koivisto, Paivi Voutilainen, Taina

Méntyranta

Maritta Korhonen MSAH
Sinikka Salo MSAH
Kati Hokkanen MSAH

July 6™, 14.30-15.45 Session 3b

Ermo Haavisto

Satakunta hospital district

Markku Makijarvi

Helsinki and Uusimaa hospital district

Juha Tuominen

Terveystalo

Kari Varkila

Pihlajalinna Group (large private healthcare company)

July 6™, 16.00-17.00 Session 4a

Markus Sovala

MF (Ministry of Finance)

Eeva Méenpaa

MF

Noora Heinonen

MF

July 6th, 16.00-17.00 Session 4b

Kati Myllymaki

South Savo social and health region

Goran Honga

Vaasa Hospital district

Risto Méakinen

City of Helsinki
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Jukka Mattila

Lappi Hospital district

July 6™, 16.00-17.00 Session 4c

Markku Pekurinen

THL (National Institute for Health and Welfare)

IImo Keskimaki THL
Eeva Reissell THL
Anu Muuri THL

July 7th, 10.00-11.00 Session 6 a

Taru Koivisto MSAH
Kristiina Mukala MSAH
Elina Palola MSAH

July 7th , 10.00-11.00 Session 6b

Taru Kuosmanen

| City of Tampere

September 2016 expert panel country visit #2

Name

Affiliation

Sept 5™, dinner

Tuomas Poysti

MSAH (Ministry of Social Affairs and Health)

Liisa-Maria Voipio- MSAH
Pulkki

Annakaisa livari MSAH
Outi Antila MSAI
Sinikka Salo MSAH
Taina Méntyranta MSAH
Session 2 a

Riikka-Leena Leskeld, NHG
Paulus Torkki NHG
Raija Volk MSAH
Antti Vaisanen MSAH

Markku Pekurinen

THL (National Institute for Health and Welfare)

Pirjo Pietilad-Kainulainen

MSAH

Session 2 b

Jouko Narikka

MF (ministry of Finances)

Tuulia Hakola-Uusitalo MF
Tanja Rantanen MF
Noora Heinonen MF
Marja Paavonen MF
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Teppo Heikkild MSAH
Timo Seppala THL
Paivi Sillanaukee MSAH
Session 3a

Pekka Kahri THL
Hannu Hamalainen MSAH
Maritta Korhonen MSAH
Jari Porrasmaa MSAH

Heikki Onnela Apotti project
Session 3 b
Piia Rekila Ministry of Economic Affairs and Employment

Martti Virtanen

Finnish Competition and Consumer Authority

Pia Maria Jonsson THL
Kati Hokkanen MSAH
Session 3¢

Pekka Jarvinen MSAH
Noora Heinonen

IImo Keskimaéki THL
Session 4 plenary

Martti Hetemaki MF
Liisa-Maria Voipio- MSAH
Pulkki

Noora Heinonen MF
Session 5 a

Taru Koivisto MSAH
Pekka Jousilahti THL
Tapani Valkonen THL
Session 6b

Kirsi Varhila | MSAH

October 10, 2016 — Presentation of international expert panel preliminary findings

Eskola Juhani Director General THL
Hakola Tuulia Ministerial adviser | MF
Heinonen Noora Ministerial adviser | MF
Hamaéladinen Péivi THL
Junnila Maijaliisa MSAH
Koivisto Taru Director Dept for MSAH
Promotion of Wel-
fare and Health
Kuopila Antti Association of
Finnish Local and
Regional Authori-
ties.
Laakso Teija Fimea (Finnish
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Medicines Agency)

Larjomaa Eeva Director, Infor- MSAH
mation and Com-
munication Unit
Mattila Jukka Ministerial adviser | MF
Moisio Antti Ministerial Coun- | Finnish Council of
sellor Regulatory Impact
Analysis
Méntyranta Taina Medical Counsellor | MSAH
Narikka Jouko Budget Councellor | MF
Niemel& Katariina Secretary MSAH
Niemi Veli-Mikko Director General, MSAH
Dept for Promotion
of Welfare and
Health
Parjanne Marja-Liisa Director MSAH
Partanen Marja-Liisa Director General Valvira (National
Supervisory Au-
thority of Welfare
and Health
Pekurinen Markku Director, Depart- THL
ment of Health and
Social Care Sys-
tems,
Pietila-Kainulainen |Pirjo Ministerial adviser | MSAH
Pdysti Tuomas Under-Secretary of | MSAH
State, Project leader
of the reform
Rantalainen Jenni Secretary MSAH
Saario Minna Project manager MSAH
Salo Sinikka Leader of change in | MSAH
social and health
care reform
Salo Paivi Ministerial Coun- | MSAH
sellor
Suomaa Leo Director General, MSAH
Department for
Occupational Safety
and Health
Whellams Anne Consultant F-Innova Associ-
ates Oy
Virtanen Martti Research Director | Finnish Competi-
tion and Consumer
Authority
Voipio-Pulkki Liisa-Maria Director of health | MSAH
care group
Volk Raija Director of Plan- MSAH
ning and Develop-
ment Group.
Yrj6-Koskinen Jaakko Medical Counsellor | MSAH
Hokkanen Kati Senior Officer MSAH
Torvinen Anniina University trainee | MSAH
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