curopean QD SEIrVatory I

on Health Care Systems

Health Care Systems
in Transition




O He

AT
SEANE ]
B0 AE §
AN 1
R

ELIROPE

European
Investment
Bank
The European Observatory on Health Care Systems is a partnership between the World Health
Organization Regional Office for Europe, the Government of Norway, the Government of Spain,
the European Investment Bank, the World Bank, the London School of Economics and Political

Science, and the London School of Hygiene & Tropical Medicine, in association with the Open
Society Institute.

Health Care Systems
iIn Transition

Norway

2000



Il European Observatory on Health Care Systems

AMS 5012667 (NOR)
Target 19
2000

Target 19 — RESEARCH AND KNOWLEDGE FOR HEALTH
By theyear 2005, all Member States should have health research, information and communication systemsthat
better support the acquisition, effective utilization, and dissemination of knowledge to support health for all.
By theyear 2005, all Member States should have health research, information and communication systemsthat
better support the acquisition, effective utilization, and dissemination of knowledgeto support health for all.

Keywords

DELIVERY OF HEALTH CARE

EVALUATION STUDIES

FINANCING, HEALTH

HEALTH CARE REFORM

HEALTH SY STEM PLANS — organization and administration
NORWAY

©European Observatory on Health Care Systems 2000

This document may be freely reviewed or abstracted, but not for commercial purposes. For rights of
reproduction, in part or in whole, application should be made to the Secretariat of the European Observatory
on Health Care Systems, WHO Regional Office for Europe, Scherfigsvel 8, DK-2100 Copenhagen @,
Denmark. The European Observatory on Health Care Systems welcomes such applications.

The designations employed and the presentation of the material in this document do not imply the
expression of any opinion whatsoever on the part of the European Observatory on Health Care Systems or
its participating organizations concerning the legal status of any country, territory, city or area or of its
authorities, or concerning the delimitation of its frontiers or boundaries. The names of countries or areas
used in this document are those which were obtained at the time the original language edition of the
document was prepared.

The views expressed in this document are those of the contributors and do not necessarily represent the
decisions or the stated policy of the European Observatory on Health Care Systems or its participating
organizations.

European Observatory on Health Care Systems
WHO Regional Office for Europe
Government of Norway
Government of Spain
European Investment Bank
World Bank
London School of Economics and Political Science
London School of Hygiene & Tropical Medicine
in association with Open Society | nstitute

Norway



Health Care Systems in Transition 11

Contents
FOr@WOId ...t %
ACKNOWIEAGEMENES ...t vii
Introduction and historical background ...........ccccoeveinivieiinieniennens 1
INtrOdUCEONY OVEIVIEW ..ot 1
Historical background .............ccoceviieie i 8
Organizational structureand management ..........cccccocveeveeennninens 11
Organizational structure of the health care system........................ 11
Planning, regulation and management ..........cccccceveeveeeecencenesnenn, 15
Decentralization of the health care system .........ccccceeeievvieieis 16
Health carefinance and expenditure ...........ccccveivennennennenen 19
Main system of finance and COVErage ..........covvrreneeneeenieennee 19
Health care benefitsand rationing .........c.ccccveerenneneencccneee 21
Complementary sources of finance ..........ccoeeveevennenncnecnnene, 21
Health care expenditure..........cccverenennenneeee e 24
Health caredelivery System ... 31
Primary health care and public health services ..........cccoceeviene. 31
Secondary and tErtiary Care ........cooveereereenereseneseseee e 39
SOCIBI CAIE ..ttt st snen a7
Human resources and training ..........coceoeveereeneieneneseneseseseene 49
Pharmaceuticals and health care technology assessment ............. 53
Financial resource allocation ... 57
Payment of NOSPITAIS .......ccovveirieiriereee e 59
Payment of pPhySICIaNS .......c.coreiiernerere e 62
Health carereforms ..., 65
AIMS and ODJECLIVES .......cc.coiriiriee e 65
REfOrM 1€QISIation ......c.coeveevirieirieerieeree e 67
ACHON PIANS.....ceiiiiiiee e 75
CONCIUSIONS ...ttt sttt sae et e b 77
Fundamental prinCiples ... 77
Bibliography ... 81

Norway



I\ European Observatory on Health Care Systems

Norway



Health Care Systems in Transition \%

Foreword

reportsthat provide an analytical description of each health care system

and of reform initiatives in progress or under development. The HiTs
are a key element that underpins the work of the European Observatory on
Health Care Systems.

The Observatory isaunique undertaking that bringstogether WHO Regional
Office for Europe, the Governments of Norway and Spain, the European
Investment Bank, the World Bank, the London School of Economics and
Political Science, and the London School of Hygiene & Tropical Medicine, in
association with the Open Society Institute. This partnership supports and
promotes evidence-based health policy-making through comprehensive and
rigorous analysis of the dynamics of health care systemsin Europe.

Theaim of the HiT initiativeisto providerelevant comparative information
to support policy-makersand analystsin the devel opment of health care systems
and reformsin the countries of Europeand beyond. TheHi T profilesarebuilding
blocks that can be used to:

The Health Care Systemsin Transition (HiT) profiles are country-based

» learnindetail about different approachesto the financing, organization and
delivery of health care services;

» describe accurately the process and content of health care reform
programmes and their implementation;

* highlight common challenges and areasthat require morein-depth analysis;
» provide atool for the dissemination of information on health systems and

the exchange of experiences of reform strategies between policy-makers
and analysts in the different countries of the European Region.

TheHiT profiles are produced by country expertsin collaboration with the
research directors and staff of the European Observatory on Health Care
Systems. In order to maximize comparability between countries, a standard
template and questionnaire have been used. These provide detailed guidelines

Norway
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and specific questions, definitions and examples to assist in the process of
developing a HiT. Quantitative data on health services are based on a number
of different sourcesin particular the WHO Regional Office for Europe health
for all database, Organisation for Economic Cooperation and Development
(OECD) hedlth data and the World Bank.

Compiling the Hi T profiles posesanumber of methodological problems. In
many countries, there is relatively little information available on the health
care system and the impact of reforms. Most of the information in the HiTsis
based on material submitted by individual experts in the respective countries,
which is externally reviewed by experts in the field. Nonetheless, some
statements and judgements may be coloured by personal interpretation. In
addition, the absence of asingle agreed terminology to cover thewidediversity
of systemsin the European Region means that variations in understanding and
interpretation may occur. A set of common definitions has been developed in
an attempt to overcomethis, but some discrepanciesmay persist. These problems
areinherent in any attempt to study health care systemson acomparative basis.

TheHiT profilesprovide asource of descriptive, up-to-date and comparative
information on health care systems, whichit ishoped will enable policy-makers
to learn from key experiences relevant to their own national situation. They
also constitute a comprehensive information source on which to base morein-
depth comparative analysis of reforms. Thisseriesisan ongoinginitiative. Itis
being extended to cover all the countries of Europe and materia will be updated
at regular intervals, allowing reformsto be monitored in the longer term. HiTs
are also available on the Observatory’s website at http://www.observatory.dk.
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Introduction and
historical background

Introductory overview

has avery long coastline, with deep fjords. Its 4.4 million inhabitants

livein atotal land areaof 386 958 km?, which averages 14 persons per
km?2. ThismakesNorway one of the most sparsely populated countriesin Europe.
Large parts of the country cannot be cultivated or even permanently inhabited,
mainly because of mountains. When cal culated against the proportion of arable
land, Norway has 22 persons per km?land available for cultivation, compared
with 8 in both France and Denmark.

People tend to live along the coast, which was the first natural area of
settlement when the country was inhabited after the ice age some 10 000 years
ago. Fisheries have provided the economic basis for these settlements. The
southern central plains consist of traditional farmland. It has been a matter of
national policy to maintain a decentralized settlement pattern in the country,
but in spite of this, 16% of the population livesin and around Oslo, where the
population density has reached 1144 per km?2. An abundance of waterfalls has
provided cheap electrical power and, for along time, this has been an asset to
the country’s economy. Since the mid-1960s, oil production in the North Sea
has been a mgjor source of foreign exchange. In 1997, the Gross National
Product (GNP) per person based on current prices was about US $35 000.
Measured by purchasing power parity, Norway isthe fourth richest country in
western Europe, after Luxembourg, |celand and Switzerland. Private services
constitute the leading economic sector of the country (41% of GDP), followed
by government services (16%), manufacturing (12%), and exploitation of oil
and gas resources (11%).

N orway shares borderswith Sweden, Finland and Russia, and the country
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Fig. 1 Map of Norway*
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Demography and health indicators

In 1980, the population of Norway was 4.08 million. In 1999, the resident
population was 4.45 million. A population forecast shows that the total
population of Norway will continue to grow and that it is expected to be
4.8 million by the year 2020. The age composition will change, asisshownin
Table 1. Theproportion of theelderly will increase, and it isexpected to continue

1 The maps presented in this document do not imply the expression of any opinion whatsoever on the part
of the Secretariat of the European Observatory on Health Care Systems or its partners concerning the legal
status of any country, territory, city or areaor of itsauthorities or concerning the delimitations of itsfrontiers
or boundaries.
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growing for the next 20-30 years: age groups over 60 will increase from 20%
in the year 2000 to 26% in the year 2020.

Table 1. Age distribution in %

Age groups
0-9 10-19 20-29 30-39 40-49 50-59 60-69 70-79 80-89 90+ Total
Year 2000 14 12 14 15 14 12 8 7 4 1 100
Year 2020 12 12 13 12 13 13 12 9 4 1 100

Source: Ministry of Health and Social Affairs and Statistics.

The proportion of women in the labour force was 41% in 1980 and 46% in
1998. It should be noted that women have a higher degree of part-time work
than men, but there is a trend towards more full-time work for women today
than there was a decade or two ago.

In 1997, the proportion of the population with a university education was
21%. Among the 30-39 year olds, the percentage was 29%. An additional
50% of the population over 16 years of age had completed secondary education.
In total, therefore, the enrolment level in secondary and tertiary education
amounts to more than two thirds of Norwegians over 16 years, which makes
Norway one of the most highly educated countries in the world.

Table 2. Demographic and health indicators

Indicators 1990 1991 1992 1993 1994 1995 1996 1997
population (million) 4241 4262 4.286 4.312 4.337 4.359 4.381 4.405
% over 65 years 16.3 16.3 16.2 16.2 16 158 156 -
crude birth rate

(per 1000 population) 144 143 141 138 139 138 139 -
crude death rate

(per 1000 population) 109 105 104 10.7 102 104 10.0 10.1

Total fertility rate —
children per woman

(aged 15-49) 193 192 188 186 187 185 189 1.89
female life expectancy

at birth 79.8 80.1 803 80.2 80.6 808 811 81.0
male life expectancy

at birth 734 74 741 742 748 748 754 755
infant mortality

(per 1000 live births) 7.0 6.4 59 5.1 5.2 4.0 4.0 4.1
mortality (all causes

/100 000 population) 7741 7447 7343 7512 707.0 7247 863.3 701.1
External causes

(100 000 population) 542 50.7 48.2 465 424 — 413 424

Source: OECD Health Data Base (1998); Statistics Norway 1996 and 1997.
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The population in Norway has grown through the 1990s. The main reasons
for this are migration and the rise in average life expectancy. The natural
population growth rate, which steadily decreased since the start of the 1970s
down to lessthan 2 per 1000 in the mid-1980s, rebounded from then onwards,
reaching 3.4 per 1000 in 1997, afigure well above average EU levels. With a
net migration figure of 2.4 per 1000 population in 1997, Norway ranks highest
among the Nordic countries, closely followed by Denmark.

Regarding health status, there has been considerable improvement through
the century. One manifestation of thisisthe fact that life expectancy at birthis
six to seven years longer than it was 50 years ago. In 1998, the average life
expectancy for maleswas 75.5 yearsand 81 yearsfor women. It isworth noting
that, while life expectancy has increased through the 1990s for both men and
women, it hasincreased more for men than for women. Compared with other
countriesin western Europe, life expectancy in Norway changed from ranking
highest during the period 1950-1970 to average levels at the end of the 1990s.
This implies that the increase in life expectancy during the last decades has
been far more moderate than the average within the European Union. Thetotal
fertility ratein Norway has been stable through the 1990s. Norway has ahigher
fertility rate than Sweden (1.53), Denmark (1.75) and Finland (1.75).
Internationally, Norway and the other Nordic countries are characterized by
having avery low perinatal mortality, and alow mortality ratein thefirst year
of life.

Taken together, demographic and basic health indicators demonstrate that
Norway compares very favourably with the rest of the world asillustrated by
its position in the 1997 United Nations Human Development Index ranking
where Norway was second only to Canada.

Norway hasarelatively high rate of teenage pregnancy, ranking third within
the European Union after the United Kingdom and Iceland. Most of these
pregnancies end up in abortion, as reflected in arate of amost 1500 abortions
per 1000 live births among women under 20 yearsold in 1997. In general, the
rate of registered abortions for all age groups is higher than the average EU
level.

Coronary heart disease (45%) and cancer (22%) are the most prevalent
causes of death. Lifestyle-related diseases have increased rapidly in the past
few decades. In fact, Norway displaysarelatively high percentage of smokers
among the population aged 15 yearsand older: the general rate (33.6% in 1997)
is the fifth highest within the EU, and the prevalence in the case of women is
the second highest (after Denmark) of western Europe. In spiteof this, in general,
mortality caused by cardiovascular diseases has decreased from the 1970s to
the 1990s. Prevention through healthier nutrition and alcohol consumption

Norway
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control are some of the main explanations for this. The same trends are found
in the other Nordic countries.

In comparative terms, most death rates by causein Norway are similar to or
below EU rates. Specific exceptionsto this patternsare thefollowing. Mortality
rates from ischaemic heart disease are well above the EU average and are
especially so for men aged under 64, with the age-specific rate for this group
ranking the third highest after Finland and the United Kingdom. Mortality
from cancer among females is sightly above EU levels since the mid-1980s
and has been increasing since then, in contrast with the declining trend in the
EU. Asregards external causes of death, several specific problemsremain, in
spiteof the significant general reduction achievedin thelatest decades. Mortality
from suicide for males aged 15-24 has been sharply increasing from the early
1970s to the mid-1990s, showing a mild drop thereafter. In spite of that, the
average rate over the last decade is more than double the EU rates. For those
aged 65 and over, external causes of death other than traffic accidents, suicide
and homicide (for example, home and | ei sure accidents, occupational accidents
and some others) are also above average the EU levels, and significantly soin
the case of males.

During the second half of the century, to agrowing extent, the health status
of the population has been influenced by illnesses and problems that are more
complex, more difficult to define and less visible. These problems are wide-
spread and represent a considerable financial burden for the community. For
example, onethird of those entering the disability pension scheme suffersfrom
musculo-skeletal disorders, and every fifth from psychiatric disorders. In
addition, the incidence rate of hip fractures is one of the highest in Europe.
This has led to a greater focus on public health and, accordingly, the stated
political prioritiesof the 1990sare psychiatric disorders, psychosocia problems,
muscul o-skeletal disorders, accident prevention and alergies.

Economy

As can be seen in Table 3, GDP per capita PPP increased continually from
1990 to 1998. However, at the same time, the GDP growth rate decreased
startingin 1994. It reached 5.5% in 1994, 4.9%in 1996 and only 2.1% in 1998.
The annual average rate of inflation reached its lowest level in 1996 at 1.3%,
and in 1998, it was 2.3%.

Fig. 2 shows that Norway experienced unusually high unemployment in
the early 1990s, but internationally these are low figures. In 1992 and 1993,
unemployment as a percentage of the labour force reached a historically high
level since the Second World War, amounting to 6%. In 1997, unemployment

Norway
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Table 3. Macro-economic indicators

Indicators 1990 1991 1992 1993 1994 1995 1996 1997 1998
GDP growth rate

(% change) 2.0 31 3.3 2.7 55 3.8 4.9 4.3 2.1
GDP per capita

Us $ PPP 17514 18 658 20394 21391 21934 22 745 24 532 24 423 24936
Annual average

rate of inflation in % 4.1 3.4 2.3 2.3 1.4 2.4 13 2.6 2.3
Total employment,

% annual change -0.8 -0.8 -0.3 0.2 1.3 2.1 25 2.9 2.3
Unemployment,

% total population 5.3 5.6 6.1 6.1 5.5 5.0 4.9 4.1 3.3

Source: UN-ECE (United Nations, Economic Commission for Europe) Economic Statistics (1999);
OECD Health Data Base (1998).

Fig. 2. Number of people registered without a job, 1988-1997
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Source: Ministry of Health and Social Affairs and Statistics Norway

was 4.1% of the labour force, and in 1998 it was 3.3%. Rates for men and
women are fairly similar. However, higher figures apply in the case of young
people (more than 10% within the 16-24 age group), and first-generation
immigrants (around 7%). Labour shortages are increasingly felt and have
become a major problem in some sectors.

Norway
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Politics and administration

Norway has been a constitutional monarchy since 1814, after the approval of
thefirst democratic constitution. Almost one century later, in 1905, the country
gained independence from Sweden. Contemporary Norway is governed by a
three-tiered parliamentary system, with each tier governed by a popularly-
elected body: the national parliament (Storting), the county councils and the
municipal councils. The Storting has 165 members, and is elected by
proportional representation for a four year period. Although formally a one-
chamber parliament, it splits up into two chambers after elections, and both of
them have to approve legislation. The King is formally the highest executive
authority, although in practice the government cabinet (Regjeringen) —
comprising the primeminister (chosen by the King) and his/her cabinet (sel ected
by the Prime Minister) — is the head of executive power. Storting members
must leave the parliament if they are chosen to serve in the government.

In 1999, there were 19 counties and 435 municipalities. County popula-
tionsrange from 76 000 to the approximately 500 000 inhabitants of Oslo. The
capital is formally both a municipality and a county. In fact, the municipal
council also coversthe functions of the county council. Municipal populations
vary widely in Norway, ranging from 218 to 500 000 inhabitants per munici-
pality. There are about 20 municipalities with less than 1000 inhabitants, and
one third have between 2000 and 5000 inhabitants.

Broadly speaking, the division of responsibilitiesand dutiesamong the three
tiers is as follows. The counties are responsible for hospitals, specialized
outpatient care, pharmacies, cultural matters, secondary education, energy
delivery and communication. The municipalities cover the domain of health
promotion, primary health care, care of the elderly, care of the handicapped
and mentally handicapped, kindergarten and primary school education, social
work (child protection and social protection), water, local culture, local planning,
and local infrastructure. Central government has the responsibility for a few
very specialized hospitals, for university education and research, for health
and other registries, and for institutions like the National Institute of Public
Health, the National Board of Health and, of course, the Ministry for Health
and Socia Affairs (with approximately 300 employees).

Politically, the country has been stable, with adominating Labour Party in
office between 1945 and 1965. From 1965 to date, Norway has had 20 additional
yearsof Labour government, intertwined with periods of non-socialist coalition
governments. Since 1997, the country has been ruled by athree-party coalition
government (Christian Democratic Party, Centre Party and Liberal Party).

Norway
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Traditionally, close cooperation has been the norm with the other Nordic
countries: Denmark, Sweden, Finland and | celand, and thereisasocial security
convention among the Nordic countries. In 1972 and 1994, apopul ar referendum
was held on whether or not Norway should join the European Community;
both times this proposition was turned down. Norway has ratified several
bilateral social security agreementswith other Nordic countries, aswell asthe
European Economic Agreement (EEA) that cameinto force beginning in 1994.

Historical Background

The development of a public health care sector

Thefirst professional and official health care system consisted of a network of
general practitioners who practised out of their own offices or in the homes of
their patients. The first practitioners established themselves during the latter
part of the eighteenth century. It was not until the middle of the nineteenth
century that the population-to-doctor ratio passed 5000:1. Norway was
industrialized comparatively late and doctors and other medical personnel were
rarein rura areas. The majority of the first doctors were public officials, and
from 1836 onwards, they were called district physicians. From about the middle
of the century, some municipalities also hired physicianswho had the obligation
of caring for the sick poor. Hospitals started to become institutions to cure the
sick around the turn of the century.

Thefact that the country remained poor and that the majority of the popula-
tion lived in rura sparsely-populated areas was reflected in the health care
system into the twentieth century. Historically, the municipalities and local
government had strong traditions, a fact which is currently reflected in an
egalitarian and locally-oriented culture.

A decentralized model of provision of welfare goods and
services

The years following the Second World War can be described as a continual
process of reform in the relationship between state and local government. This
process of reform was present in health and social care, as well as in other
sectors. The goa has been to find an acceptable balance of power between
thesetwo levelsof government. There has been an ongoing process of devolution
of central powersto local governments, aimed to focus as much as possible on
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the municipal level. The philosophy behind this is that decentralization is an
expression of applied democracy. It brings decision-making closer to those
who are affected and promotes popular participation in local political affairs.
Moreover, it is believed that delegation of authority usually leads to simplifi-
cation of administrative procedures. The central authoritiesareresponsiblefor
national policy, for drawing up general guidelines, for advising, and for ensuring
that services offered comply with national goals. Maintaining the principle of
equal access to public service is a critical role of the central authoritiesin a
decentralized system.

Regarding decentralization, the 1992 Local Government Act replaced an
earlier legidative piece passed in the mid-1950s. The new act did not, in fact,
introduce significant changes within the health care sector. Actualy, the
philosophy which underliestheterritorial division of powers has changed little
during the second half of the century: the purpose has aways been to enable
counties and municipalities to take over service provision by defining a clear
division of responsibility between the central government and the municipal
and county authorities. The administrative level which is responsible for
implementing various services has also been made responsible for their
financing. In order to cover expenditures, the municipalities and counties draw
on local taxes in addition to block grants and earmarked grants from the state
for high priority reforms. To a large extent, the central government and the
parliament determine counties' and municipalities' fiscal situation and annual
transfers.

The responsibility of the municipalities

The Local Authority Health Care Act was passed in 1984 and made local
municipalities responsible for al primary health care. This marked the end of
the old, central government appointed district medical officer, an institution
established in 1860. For a long period, responsibility for health care (at the
local level) had been divided among different administration levels: munici-
palities, counties and the state. Even responsibility for some single services
was placed on different levels. Such adivision of tasksand responsibility made
the organization unclear and difficult to supervise. For example, the public
medical service, offered by district medical officers, was the responsibility of
the state, but services offered by district midwives were the responsibility of
the counties.

Especialy in the period after 1975, and as a result of the creation of the
health regions, a growing number of actors became involved in the provision

Norway
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of local health care services. Most importantly, therewasaneed for collaboration
among heath services, social servicesand the National Insurance System (NIS),
whichwascreated in 1967. Different schemeswere attempted in order to solve
problems of collaboration and coordination.

A variety of different acts spelled out the municipalities' responsibility.
According to the Act on Local Authority Health Care (1984), the Act on the
Protection of Children (1992) and the Act on Social Services (1991), the
municipalities are responsible for preventive efforts and for providing and
financing most primary health care and social services. The rights in these
laws also apply to peoplewith mental problems. Thelaw |eavesalarge mandate
for local health care servicesto take part in shaping the local social structure.
In 1987, the act was extended to include environmentally-oriented health
activities. In 1988, the task of managing nursing homes was shifted from
countiesto municipalities, and the responsibility of local health care authorities
was further increased in 1991, when care of the mentally disabled was added
to their charge (for more detail, see the section on Organizational structure
and management).

The responsibility of the counties

Regarding specialized care, there was no general act regulating the hospital
sector until 1969, when the Hospital Act was passed. Until this time, during
the 1960s, Norwegian health care consisted of piecemeal organization, uneven
financing, poor coordination and an unclear delegation of responsibility. The
Hospital Act introduced a unified system for all medical institutions, making
the countiesresponsiblefor planning, building and managing hospitalsin order
to meet the needs of their respective population. Since the adoption of the Act,
each of Norway’s 19 counties has assumed responsibility for the financing,
planning and provision of specialized health care.

In 1974 the White Paper, Hospital Development in a Regional Public Health
Service, put an overall fundamental strategy of health servicesinto aregional
perspective. The country was divided into five health regions, each with a
regional teaching hospital. The purpose was to establish a uniform structure
and an organizational framework that, on one hand, ensured equal access to
health, and, on the other, allowed for better control over resources and more
effective resource allocation. The main characteristics of this organizational
structure are described in the next section.

Norway
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Organizational structure and
management

Organizational structure of the health care system

onthe principle of equal accessto services. All inhabitants of the country

shall have the same access to services, independent of social status,
location and income. To fulfil this aim, the organizational structure has three
levelstollowing the political tiersdescribed in the previous sections: the central
state, county and municipalities. Whiletherole of the stateisto provide national
health policy, to prepare and oversee legislation and to allocate funds, the main
responsibility for the provision of health care serviceslieswith the 19 counties
and the 435 municipalities.

At the national level, the parliament serves asthe political decision-making
body. The Ministry of Health and Social Affairsis the executive body with
specia responsibility for:

* legidation

e capacity expansion
 budgeting and planning
 information management
e policy design.

T he organizational structure of the Norwegian health care systemis built

The Ministry of Local Government and Local Authorities is responsible
for the distribution of block grants from the state. These grants are allocated
according to a formula including the age/sex composition of the population,
demographic indicators and variables related to health needs (e.g., mortality
rates).

While responsibility for the provision of services is decentralized, both the
regulation and supervision of services are the responsibility of national
authorities. In addition, the central government directsthe National I nstitute of

Norway
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Public Health, some research and prevention councils such as the Council on
Smoking and Health and the Council on Nutrition and Health, and several
researchinstitutes (e.g. the Cancer Registry of Norway). The central authorities
also remain in ownership of some hospitals, such as the Norwegian National
Hospital (Rikshospitalet).

Thereisaso The Norwegian Board of Health, an independent professional
body which, in collaboration with nineteen county medical officers, is
responsible for promoting quality and legal safeguards within the Norwegian
health sector. Administratively, the Board of Health is an autonomous agency,
and thereforeis not hierarchically subordinated to the Ministry for Health and
Social Affairs. Its main areas of responsibility are as follows:

e supervision of al health services and all health personnel

o adminigtrativetasksassociated with supervision (e.g., dealing with complaints)

 advice and guidance on health matters to the Ministry of Health and Social
Affairs, the health sector and the general public.

The operational framework of the Board of Health and the county medical
officersisbased on four strategic areas: quality improvement; legal clarity and
consistency; collection and analysis of data; and dissemination of experience.
The Board of Health has atotal of 154 posts; the offices of the county medical
officers consist of 307 posts.

The next level down in Norway, the counties, aretoo small for efficient and
cost-effective provision of high quality speciaized health services. Duplication
of serviceswithin relatively small geographic areas and the provision of acute
careat most local hospitalsboth reduce patient volume and make for inefficient
use of health careresources, including health care personnel. For these reasons,
it has been anational aim over thelast 25 yearsto organize and plan specialized
health care services within larger geographic areas.

With this objective, in 1974, Norway was divided into five health regions.
Each health region consists of three to five counties. To ensure planning and
cooperation, regiona health committees have been established in each region.
Members of the regional committees are politically appointed representatives
from each county in the region. So far, the impact of the regional health
committees has been limited. Early in the 1990s, the national authoritiestried
torevitalizetheregional health committeesby giving them an advisory function
regarding cooperation and division of tasksamong county and national hospitals
(St. meld. nr. 50, 1993-94). By asking theregional health committeesto prepare
health plans, the parliament hoped to strengthen the regional integration of
hospital services. In the first regiona health plans which were developed, the
need for greater efficiency and for restructuring the hospital sector was
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unanimously recommended. Beginning in theyear 2000, each regionislegally
obliged to submit plansfor approval to the Ministry of Health and Social Affairs.
These plans are strategic documents intended to show how the regions aim to
fulfil national health policy goals (see the section on Health care reforms).

As mentioned, Norway’s 19 counties are responsible for the financing,
planning and provision of specialized care. This includes both general and
psychiatric institutions, as well as other specialized medical services, such as
laboratory, radiology and ambulatory services, special care for alcoholics and
drug addicts, and dental care for adults.

The country’s 435 municipalities, whose size varies considerably, are
responsible for the provision and financing of primary health care and socia
services. The Local Authority Health Care Act defines the responsibilities of
the primary health care services and patient rights. All citizens have the right
to satisfactory health care, accessible in their local community. Regarding
primary care, municipalities must organize and finance services for disease
prevention and health promotion, diagnosis and treatment of illness, and
rehabilitation. Thisincludescarefor thementaly ill, alcoholicsand drug addicts.
In addition, each county must provide servicesfor disease prevention and dental
care for children under 18 years of age. Municipalities are also responsible for
socia services, including the provision of carefor the elderly and the disabled,
continuous care residences (nursing homes, etc.), social support and leisure
activities, day-care centres, and social security benefits.

Regarding mental health, the municipalities play akey rolein the provision
and coordination of services to people with psychiatric problems. However,
services provided are still lacking in several respects. There is a scarcity of
resources, insufficient knowledge of needs, and alack of solutions. The central
government has actively encouraged local planning, coordination and expansion
in this area. In the latter part of the 1990s, specia attention has been given to
peoplewith serious mental problems, requiring coordination of servicesover a
long period of time. Making individual plans, which coordinate necessary
services, has now become a mandatory task for the municipalities and alegal
right for patients.

The main political body is the municipal council, which is elected for a
period of four years. In addition to primary health care and socia services,
municipalities are responsible for cultural activities and primary education.

In most municipalities, a political body together with an administrative
officer manage both health care and social welfare services. Generally speaking,
each municipality usually has three separate administrative departments; for
medical care; nursing and home care; and socia welfare. Many of the medical
servicesarelocated in health centres, often including physiciansinjoint practice.
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No minimum requirements for physician-patient ratios or provider mix are
given, so the municipalities are free to decide whether to employ family doctors
and other health care staff directly, or to contract-out services with private
physicians.

Theformal role of the counties and municipalitieswas strengthened in 1980
with theintroduction of acapitated (block grant) financing system. Therationale
for the division of tasks between these two levels of government is based on
economies of scale and the principle of subsidiarity: services are attributed to
municipalities unlessit is significantly more efficient for them to be provided
at ahigher level (e.g., counties) due to economies of scale.

Initially, counties and municipalities received earmarked block grants for
each type of service. From 1986 onwards, however, under the block grant
scheme, municipalities were allowed to prioritize different types of services.
By giving local authoritiesboth the autonomy to set thelevel of service provision
and the economic means to provide the services, the aim was that this
decentralized model would provide amore efficient service provision and serve
local needs better than a centralized model.

During the 1990s, the role of central government changed. The focus has
turned to problems of effectiveness and quality of services, particularly in the
hospital sector. This has led to major reforms in the financing system as well
aslegidation on patient’srights. A hospital financing system that modifiesthe
block grant system and includes prospective, activity-based revenue was
introduced in 1997. The Patients Right Act will beimplemented in 2000, while
The Hospital Act will be modernized and replaced in 2001. A primary care
reform introducing afamily doctor will comeinto forcein 2001 (seethe section
on Health care reforms).

The grant system was modified by partly reimbursing counties on the basis
of aearmarked fee-per-patient scheme. This has led to growth in the share of
health care expendituresthat are covered by central authorities (seethe section
on Health care finance and expenditure). The intention behind the hospital
financing reform was to increase activity and reduce hospital waiting lists. In
1998, the share of hospital expenses (including outpatient activity) financed
from the fee-per-patient-scheme was 41% and the share financed by the counties
was 43%. The remaining 14% was financed partly by user fees and partly by
genera grantsfrom the central government. Thereisaso a substantial flow of
funds from the central government to the counties to cover investment costs
for medical equipment and the cost of the major increase in the capacity for
delivering psychiatric health care servicesinitiated in the 1990s.
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Fig. 3.  Organizational chart
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Planning, regulation and management

The Norwegian system of health care delivery is amost a fully integrated
system. Most hospitals (somatic aswell as psychiatric) are owned and managed
by public authorities. Presently, they are organized as public institutionswithin
the general framework of the county level bureaucracy. Thus, hospitals are
bound to thelegal framework of public services, with their emphasison stability
and accountability. M ost hospital s have boards appointed by the counties. Their
formal position is often weak and, thus, they are bypassed in communication
between hospital directors and the counties. The counties are free to decide
whether to appoint aboard or not, as there are few regulations concerning the
internal organization of hospitals.

In the market for hospital services, there is no purchaser/provider split.
However, there is an ongoing debate concerning the formal organizational
framework of the public hospitals, including discussion asto whether hospitals
should be madeinto trusts. Thiswill be discussed in the section on Health care
reforms.

For physician services outside of hospitals, including both specialized and
general services, thereisacontract-based market. Specialistsoutside of hospitals
areprivate, but they can enter into acontract with the county. Under thiscontract,
they become part of the county’s health plan and receive a general grant from
the county, afee-for-service payment from the National Insurance System (NIS),
and a fee-for-service payment from the patients. Specialists who do not enter
into such contracts are not part of the county health plan and must generate all
of their income from their patients. General practitioners are either salaried by
the municipality or are contracted out by the public system. Contracted-out
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general practitioners receive a combination of fee-for-service from the NIS,
and ageneral grant in order to perform their services.

Responsibility for providing services is decentralized to counties and
municipalities, but there are large elements of centralized planning. Broad
guidelinesfor priority setting are found in official documents. Regional health
plans have to be authorized by the Ministry of Health and Social Affairs. To
assist the ministry in the distribution of physicians, thereisaNational Council
for Education of Specialists. Thiscouncil hasrepresentativesfrom the counties,
the universities, the health regions and the Medical Association.

The number of pharmaciesiscentrally regulated, and licencesfor operating
apharmacy areissued by the Norwegian Board of Health (NBH). The National
Medicines Control Board sets maximum priceson pharmaceuticals. All pharma:
ceuticals, both prescription and non-prescription, are sold in pharmacies.

Health personnel is licensed by the Chief County Medical Officer in Oslo.
Unlicensed personnel cannot practice. Personnel are educated in public colleges
or public universities. Personnel with aforeign education may apply for alicence
in Norway.

In the past decade, agrowing emphasis has been placed on theformal rights
of the users and the different involved parties in the decision making process,
both when it comesto planning and law making. Theinvolved parties are often
represented as members of public commissionsor in the planning processitself.
All reports made by royal commissions, bills presented to parliament, public
health plans, etc. are subjects of a broad hearing by al involved parties. This
includes patients' (users’) organizations, professionals, other public agencies
and administrative levels. The results of the hearing are to be presented to the
appropriate decision making body.

Decentralization of the health care system

There has been considerable debate about the merits of Norway’s
decentralization, in particular with respect to somatic hospitals. Thereislarge
variation among countiesregarding use of hospital services, aswell asin medical
practice. Decentralization has led to problems of coordination of services and
accountability.

The existence of three administrative and political tiers has sometimes led
to a lack of willingness/ability by the local authorities to take financial
responsibility. Soft budgeting prevailsand there are frequent incidentsin which
local authorities claim that their financial ability to provide a set of services
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demanded by central regulation is limited. Lack of coordination also tends to
lead to situationsin which patientsin need of primary care remainin hospitals
(somatic and psychiatric) because there is no capacity in the municipalities.
The large number of decision-making units leads to duplication of services,
and a simultaneous problem of over-capacity and waiting lists.
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Health care finance and expenditure

Main system of finance and coverage

predominance of tax-financed public provision. The whole resident

population of Norway is covered for needs and the financial burden of
using health care services. As there is no premium-based financing, there is
only asmall connection (limited to out-of -pocket payments) between individual
health risks and costs. Thus, the health care system isfinanced through taxation
and out-of-pocket payments. In addition, different political actors play arole
in the intermediate financing flows: national government, the counties and the
municipalities (with the right of taxation, in addition to central state taxation),
and the National Insurance Service (mainly fee-for-service financing in health
care).

Although Norway isformally aunitary state, the principle of subsidiarity is
followed. Central government hasoverall responsibility for lawsand regulations
in most policy sectors, including health and social services, as well as for
regulating local taxation. Municipalities are responsible for primary care and
treatment, along with primary schools, and basic infrastructure, while counties
are responsible for specialized medical care and trestment, such as hospitals
and outpatient specialized treatment, in addition to college education, roads,
and communication, etc. The system of block grantsfrom central to local govern-
ment (counties and municipalities), introduced in the 1980s, is an important
element of subsidiarity.

Fig. 4 illustrates some of these intermediate financing flows in the health
care sector. Block grants from the central government to the municipalities
and countiesare not classified asfinancing by the state, but by local government.
Thereason for thisisthat block grants are meant to be asource of financing for
local activitiesin general (education, local infrastructure, health, etc.). Itisin

The most important feature of the Norwegian health care system is the
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Fig. 4.  Financing the public health care sector: the role of subnational governments,
1990-1997
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Source: Ministry of Health and Social Care and Statistics.

thelocal government’s own sphere of authority to prioritize among the different
services. The figure shows that the provision of health care is among the most
resource-consuming responsibilities of the counties and municipalities. The
proportion of public health financed by counties has been reduced from about
40% at the end of the 1980s to less than 30% in 1997. The proportion of state-
financed expenditure has increased to more than 50% at the end of the 1990s
(seethe section on Financial resource allocation). There are significant cross-
county flowsof patients, in particul ar into the regional teaching hospitals. There
is aso a price system through which the county where the patient resides
compensates the county where the patient is treated.

Therole of the local levels — municipalities and counties — in the delivery
of health care servicesisimportant, and there have been almost no changesin
the total proportion of financing alocated through local government in the
period from 1980 to 1997. Counties' financing has been reduced in favour of
municipalities because of thetransfer of care of the elderly in 1988 and of care
of the mentally handicapped in 1991 from the former to the latter.

The share of the municipal expenditure (including Oslo) devoted to health
and social careisabout 43% and amost has not changed between 1991-1997.
The share of the counties’ expenditures in 1996 devoted to somatic specialist
health care was 41%; psychiatric care was 9%.
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In addition, some parts of the health care sector —mainly pharmaceuticals,
feesof private contracted-out doctors and transportation — are financed through
the National Insurance System. Approximately 15% of total public health care
expenditure is channeled through the NIS. It acts therefore as a third payer,
channeling funding derived mainly from taxation through the health care
organization to providers.

Health care benefits and rationing

The Norwegian health care system includes universal access to a wide range
of benefits, consisting of most preventive and curative services. However, some
services are excluded from the statutory health system, such as adult dental
care and spectacles.

Pharmaceuticals are divided into three categories. Non-prescription
medicines arefully paid for by the individual; prescriptions are either covered
by the NIS (“blue prescriptions’) or paid for in full by the patient (“white
prescriptions’). There is a co-payment on blue prescriptions which is limited
to 36% of the prescription fee. In 1999, there was a ceiling of NKr 1320 per
year, or US $65 on all co-payments, including co-paymentsfor outpatient care
or primary care. Patients in hospitals do not pay anything for medication.

Complementary sources of finance

The National Insurance Scheme

All residents of Norway or peopleworking in the country areinsured under the
National Insurance Scheme (NIS). The compulsory insurance coverageisalso
maintained during atemporary stay abroad (for lessthan oneyear). If aperson
accepts paid work abroad, however, the insurance coverageisterminated. The
NISisfinanced by contributions from employees, the self-employed and other
members, employers’ contributions and state funding. Contribution rates and
state grants are determined by the Parliament.

Personsinsured under the NIS are entitled to the following benefits: elderly,
survivorsand disability, basic carein case of disablement, rehabilitation,occupa
tional injury, single parents, monetary reimbursement in case of sickness,
maternity, adoption and unemployment, health care, and maternity and funeral
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expenses. Disability benefits comprise basic benefits, care benefitsand disability
pensions. Rehabilitation benefits are granted if the person concerned has a
permanently reduced work capacity or substantially limited opportunities in
choice of occupation or place of work. Benefits are also granted for
improvements in general functional capacity if this has been substantially
reduced due to illness, injury or defects.

As can be seen, the NIS covers a great deal of risks related to foregone
income and expenses. Thetotal expensesof theNISin 1998 were NKr 145 250
million. The amount represents more than 35% of total public expenditure and
approximately 13.2% of GDP. About one third of its 1998 budget (44 703
million NKr) was derived from a specific component of tax revenues paid by
employees (called Member ship of Social Security), while the other two thirds
came from employers' payroll contributions (61 696 million NKr, 42% of the
total) and general taxation (about 40 000 million NKr, 27%). The major
components of NIS expenditure consist of the elderly pension system (58 000
million NKr in 1998) and the pension system for the disabled (28 000 million
NKTr), while health care expenditure by the NIS represented aimost 15 000
million NKr in 1997. About 1.2 million Norwegians are Social Security
recipients; specifically, 7% of Norwegian men and 12% of women have social
security payments as their main source of income.

Out-of-pocket payments

The entitlements of medical benefitsduring sicknessand maternity are partially
covered by the NIS. All insured persons are granted free hospital treatment
and coverage, including medicines. This follows from the provisions of the
Hospital Act (1969) and the Act on Mental Health Care (1961). There are no
out-of-pocket payments in Norwegian hospitals.

In the case of secondary care (specialist care but provided outside of the
hospital), the provisions of the Local Health Care Act (1984) and the National
Insurance Act (1967) apply. Patients are charged NKr 135 (US $17) for each
visit to a hospital outpatient clinic. There are aso co-payments for |aboratory
tests, X-rays and some pharmaceuticals at the outpatient clinics. The patient
hasto pay ashare of the cost of treatment by ageneral practitioner or aspecial-
ist outside the hospital, for treatment by a psychologist, for prescriptions of
important drugs, and for transportation expenses in connection with examina-
tion or treatment. The municipality and/or the NIS cover the mgority of the
expense. For example, the cost-sharing amount for an adult in connection with
treatment by ageneral practitioner is NKr 102 (US $13) for each consultation,
and 36% of the expense of important medicines (maximum NKr 330 (US $41)
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per prescription). For refills on prescriptions, a new cost-sharing amount shall
be paid when a supply equal to three months' consumption has been received.
Thereare certain exemptionsfrom cost-sharing for special diseases and specific
groups of people.

A ceiling for cost-sharing was introduced in the early 1980s. The ceiling is
fixed by the parliament for oneyear at atime; for 1999, it wasfixed to NKr 1320
(US $165). After the ceiling hasbeen reached, acard isissued giving entitlement
to free treatment and benefits, as mentioned, for the rest of the calendar year.
Cost-sharing amountsfor children under theage of 16 areincludedinaparent’s
ceiling. Children under the age of seven are exempted from cost-sharing for
treatment given by physician or physiotherapist, certain medicines, and travel
expenses. Necessary medical examinations during pregnancy and after recovery
from delivery are free. In the case of home delivery, a birth allowance of
NKr 1765 (US $221) is granted. Municipal services, like home care of the
elderly and disabled and inpatient care of the elderly, are among the services
which are not included in the ceiling for cost-sharing by the NIS.

Dental care and spectaclesare mainly financed by out-of-pocket sources by
the user.

The out-of -pocket paymentsin private health care, that is, for servicesgiven
by physicians without a contract with local authorities (see the section on
Financial resource allocation) are not subject to price regulation.

Out-of-pocket payments in publicly provided health care are provided in
Table 4 below. According to these estimates, made for 1993, about 10% of
public health care expenses consist of out-of-pocket payments by patients and

Table 4. Estimation of private out-of-pocket payments in public health care 1993,
millions of Nkr.

Nkr % of total
General practitioners 900 1.2 %
Specialists 350 0.5%
Outpatient treatments 350 0.5%
Psychologist treatment 10 0.0 %
Physiotherapist treatment 350 0.5 %
Chiropractic treatment 60 0.1%
Pharmaceutical products (blue tickets) 500 0.7 %
Pharmaceutical products (white tickets) 980 1.3 %
Transportation expenditures 500 0.7 %
Dental care 2300 3.0%
Home care of elderly and handicapped 260 0.3 %
Inpatient care of elderly and handicapped 1680 22%
Total 8 240 10.7 %

Source: Ministry of Health and Social Care, NOU 1997:18
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users. Dental care and out-of-pocket fees for inpatient care of the elderly and
handicapped are the main areas of private financing.

It should be noted that out-of-pocket financing of privately delivered health
careservicesisasubstantial part of total health care expenditure. For example,
private expenditure for spectacles and orthopaedi ¢ equipment was approximately
1900 million NKr in 1996. In addition, 3500 million NKr was spent on private
dental care in 1993, compared to the 2300 million NKr in out-of-pocket
payments for public dental services, as illustrated in the table. According to
the latest available estimates (National Accounts 1996), total private health
care expenditure amounted to 14 027 million NKr, that is, 17% of total health
care expenditure. However, as explained below such estimates are subject to
considerable methodological problems (see the section on Health care
expenditure).

Voluntary health insurance

As all inhabitants are covered by the public system, voluntary health
insurancedid not play any significant rolein Norway until very recently. Some
attempts have been made to provide complementary health insurance, specifi-
cally targeting patientswho would like to avoid waiting for hospital treatment.
However, thusfar, these attempts have not been successful. On the other hand,
there is an increasing tendency for the establishment of private health care
centres in the urban centres of Norway, with membership applications which
can be considered as a type of health insurance. Medical technology has in-
creased possibilities for treating diseases in outpatient care and, as a result,
some private health care suppliers benefit from increasing demand both for
general and specialized services. Thusfar, Norwegian statistics do not provide
dataon private specialistswho do not receive public funding, or on expenditure
onvoluntary health insurance, although Statistics Norway iscurrently working
on areport on the topic.

Health care expenditure

According to figures from OECD (Table 5), although per capita health care
expenditure in constant prices has been growing during the 1990s, the public
proportion of total expenditures on health has been rather stable and is more
than 80%, while expenditure as a percentage of the GDP has been decreasing
since 1992. However, OECD figures as well as WHO estimates displayed in
Fig. 5, Fig. 6 and Fig. 7 below, differ from national data.
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Table 5. Main trends in health care expenditures, 1990-1997

1990 1991 1992 1993 1994 1995 1996 1997

Total expenditure on health

— million NKr 56329 61885 64664 66388 69044 74258 80000 81500
Total current expenditure on health

— per capita, NKr at 1995 prices 14828 15529 15689 15563 15745 16092 - -
Total expenditure on health

— per capita, NKr 13282 14520 15084 15396 15920 17079 18307 18552
Total expenditure on health

— % gross domestic product 7.8 8.1 8.2 8.1 8.0 8.0 7.8 7.5
Public expenditure on health

— % total expenditure on health 83.3 83.5 85.1 83.3 83.2 83.3 82.5 82.2

Source: OECD Health Data 1999.

Fig. 5 shows that health care expenditure per capita in Norway is lower
than in Denmark. The data included in the figure, are similar to those of the
OECD headlth database. They differ, however, from those of Nordic Health
Statistics included in Table 6, which suggest that Norway has the highest per
capita health care expenditure in Scandinavia. It should be noted that there are
alwaysanumber of difficultiesin comparing health costs. When the comparison
ismadeinrelationto GDP, it isdifficult to know wherethereal differencelies:
in GDP, in health costs, or in both. In addition, one must expect fluctuationsin
the exchange rate which are not always captured by the available standardization
techniques such as PPP. Finally, thereare structural differencesin health services
of the individual countries which also affect what is included under health
costs.

Table 6. Health care expenditure per capita, 1996

Denmark Finland Norway Sweden
Total expenditure
Per capita KR/FIM 13012 8848 16 871 14 470
Total expenditure
Per capita in PPP-Euro 1413 1303 1521 1326

Source: Statistics Norway: Health Statistics in the Nordic Countries 1997, OECD: Health Care
Systems in Transition.

The OECD gives a figure of 82% for public health care expenditure in
1997 (Table 5), similar to the WHO Regional Office for Europe health for all
database (Fig. 6). As mentioned before, statistics on private expenditure, in
Norway as elsewhere, suffer from a number of problems, which should be
taken into account here. First, official public expenditure data include some
out-of-pocket payments, in particul ar, those derived from copaymentsto publicly
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Fig. 5.  Health care expenditure in US $PPP per capita in the WHO European Region,
1998 (or latest available year)
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Fig. 6.  Health expenditure from public sources as % of total health expenditure in the
WHO European Region, 1998 (or latest available year)
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employed general practitioners, which will tend to inflate the estimate of public
expenditure. Second, the latest available estimates of out-of-pocket payments
in the public system are from 1993. Third, data on out-of-pocket paymentsin
private outpatient care not contracted-out to the public systemisonly available
for dental care, spectacles and orthopaedic equipment. Fourth, there are no
dataon expenditure on voluntary healthinsurance. Certainly, thelatest available
estimates, derived from the 1996 Norwegian National Accounts, point to private
expenditure mounting to 17% of total health expenditure, a figure close to
both OECD figures and to the WHO Regional Office for Europe health for all
estimates.

Fig. 7 shows that, in 1998, total expenditure on health as a percentage of
GDP was well below the European Union (EU) average. Thisis also alower
estimate than the official Norwegian statisticsindicate. National figuresactually
start to divergefromthosein the OECD databasein 1996. According to Statistics
Norway, total health expenditure was 8% of GDP in 1996, increased to 8.3%
in 1997 and reached almost 9% in 1998, which would place Norway during
this period either at the EU average or a little above it, in contrast to OECD
records which sugges that Norway is below average.

It should, therefore, be noted that the proportion of Norway’stotal GDP for
the public health and health care sector has been rather constant between 1992
and 1997 for the following reasons:

1. Norway is arapidly growing economy due to petroleum, which accounts
for its high GDP growth rate;

2. Norway was among the first countries to use the revised guidelines for
national accounts (SNA1993 and ENS1995) and the GDP estimates for
Norway increased by about 10% after the national accountswererevisedin
Norway in 1995;

3. Cost containment in the health sector was perceived asamajor concern for
public policy mainly in the 1980s and at the beginning of the 1990s, and
not very much after that.

Table 7 showsthe evolution of different categories of expenditure between
1990 and 1998 at constant 1998 prices. Asthefiguresinthelast columnindicate,
public health prevention, rehabilitation, pharmaceuticals, and elderly and
disabled care display over average increases between 1990 and 1998.

The growth in expenditure on elderly and handicapped care (including the
mentally handicapped) reflects the reforms in 1988 and 1991 which tend to
expand both benefits and coverage for these populations.

Table 7 also emphasizes that throughout the 1990s, in spite of the eco-
nomic downturn which affected most European countries at the beginning of
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Fig. 7.  Total expenditure on health as a % of GDP in the WHO European Region,
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Table 7. Public expenditure on health care (incl. care of elderly and disabled) at constant
1998 prices (in millions NKr), 1990-1998

1990 1991 1992 1993 1994

Total 70760 75544 77599 78051 79719
Administration 2 637 2498 2578 2738 2698
Public health 430 1581 1569 1581 1716
Primary care 4156 4982 5298 5388 5508
Rehabilitation 353 380 425 462 473
Care of elderly
and disabled 24844 28158 28774 28433 29126
Somatic specialized care 26775 26693 26858 27227 27584
Psychiatric care 5522 5464 5890 5819 5852
Dental care 1388 1645 1656 1582 1625
Pharmaceuticals 3137 3499 3799 4034 4310
Other 518 644 751 789 827
1995 1996 1997 1998 Growth
1990-1998
Total 83511 89645 94588 102617  45.0%
Administration 2787 2 804 2 858 3107 17.8%
Public health 1701 1825 1968 2096  46.6%
Primary care 5647 5683 5928 6392 53.8%
Rehabilitation 510 570 622 628  77.5%
Care of elderly
and disabled 30614 32320 33204 37043 49.1%
Somatic specialized care 29194 33143 34943 37146 38.7%
Psychiatric care 5980 5640 6974 7487  35.6%
Dental care 1648 1733 1778 1792 29.1%
Pharmaceuticals 4616 5054 5401 5930 89.0%
Other 814 874 911 998  92.7%

Source: The Ministry of Health and Social Affairs.

the decade (which, in fact, was far less noticeable in Norway), there has been
asteady increase in health care expenditures in constant prices. To be noted is
an annual growth of 8.5% from 1997 to 1998. In comparison, the growth in
GDP in constant pricesin 1998 was about 2.1%. This explainstheincreasein
public health care expenditures’ share of GDP discussed above.

Main factors that contributed to growth in health expendituresin 1998 are:
higher expenditure on pharmaceuticals, increased spending by themunicipalities
for care of the elderly and disabled; and by the counties for specialized non-
psychiatric care.
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Health care delivery system

on three tiers of government: the central government (state); the

nineteen counties; and the 435 municipalities. The state has overall
responsibility for providing and financing health care. The state owns a few
hospital s and some health promotion agencies but has devol ved most technical
responsibilities. The counties are responsible for hospitals and specialist
services. In addition, the role of the health regions in the hospital sector is
increasing. Finally, the municipalities are responsible for primary health care
and social care.

The National Board of Health and the National Institute for Public Health
are apart of central government, and together with the Ministry of Health and
Social Affairs, these institutions share responsibilities in monitoring and
controlling the health care system. Also, the regional medical officers located
in the counties form part of central government.

N orway’s health care system is mainly public and integrated, building

Primary health care and public health services

Each of the 435 municipalities is responsible for providing primary health
servicesfor itsinhabitants. Each municipality must organize servicesfor disease
prevention and health promotion, diagnosis and treatment of illness, rehabili-
tation and long-term care. The municipal board approves a plan for municipal
health services according to local needs and demands. No minimum requirement
for patient-physician ratios or other servicesis given. Decentralized decision-
making brings about several important challenges. One of theseisthe question
about equal accessto health servicesall over the country, whichisagoal of the
Norwegian authorities.
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Primary care

Thelocal authorities are to promote health and the wellbeing of the population
aswell as good socia and environmental conditions. They are to seek to pre-
vent and give treatment in the case of illness, injury or infirmity. Furthermore,
they are to provide information on health and encourage activities for the
community to promote public health and individual health and wellbeing.

As mentioned, the decision about the amount of local fundsto spend on the
health sector isleft to the discretion of local paliticians. Still, the Local Authority
Health Care Act defines a number of services which are obligatory at local
level. The responsibilities of the local health services are:

» promotion of health and prevention of ilIness, injury or infirmity, organized
as: environmental health care, mother and child health centres, school health
services and health education;

e diagnosis and treatment for illness, injury and infirmity;
» medical rehabilitation;
e nursing care.

Throughout the postwar years, there has been clear public responsibility
for the planning and management of both primary care and specialized care. In
primary health care, thisresponsibility has coexisted within asystem of private
practice for physicians, physiotherapists and dentists. The municipalities have
responsibility for the provision of services, but may contract with private
practitioners to meet their obligations. In order to obtain a more equal
distribution of personnel in different parts of the country, NIS funding has
been curtailed gradually (starting in 1992) for physicianswho establish apractice
without a contract with the municipal or county authorities.

Thegenera practitionersare acentral part of the primary health care system.
They are organized in single or group practices. The most common model has
between two and six genera practitioners working in a group practice. Most
general practitioners have some diagnostic and minor surgical facilitiesat their
disposal. Regarding auxiliary personnel, General practitioners usually have
one or more persons assisting them in their work. There are no formal
requirementsfor being adoctor’sassistant. |n many practices, there are medical
secretaries employed, but the general practitioners helpers are aso enrolled
nurses, nurses, medical technol ogists, or administrators. Theamount of auxiliary
personnel inageneral practitioner’s practi ce depends on the size of the practice
allowance provided from the municipality.

After having finished six years of university study followed by eighteen
months as interns, there are no further requirements for general practice.
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However, most genera practitioners specializein general medicine (for training,
seefurther down). Themgjority of the general practitionersare either municipal
employees or they have a contract with amunicipality which entitlesthemto a
basic grant combined with afee for service from the NIS. Table 8 shows that,
in 1990, 40% of the general practitionerswere municipa employeeson afixed
salary, while 54% had a contract with income from a fee-for-service basis.
Over the years, this pattern has changed and today only about 20% of the
general practitioners are municipal employees. We also see from the table that
there are few private general practitioners without municipal contracts.

Table 8. The structure of primary health care services

(person-labour year) 1990 1996 1998

municipal employees 1150 (41%) 830 (27%) 676 (21%)
private, contracted-out 1530 (54%) 2068(66%) 2294(71%)
private, without contract 154 (5%) 213 (7%) 259 (8%)

Source: The Ministry and Health and Social Care.

Thegeneral practitioner servicerelies on theinhabitants themsel vesmaking
acontact with adoctor. For the most part, selection of ageneral practitioner is
not limited by geographic or other circumstances. Normally, travelling expenses
arepartially covered only to seeagenera practitioner in the home municipality
or to the nearest general practitioner in the neighbouring municipality. The
general practitioners are not pre-assigned to certain geographic areas.

A Norwegian visitsageneral practitioner approximately threetimesayear.
Out-of-pocket payments are limited and the general practitioners who have a
public contract (and receive reimbursement from the municipality and NIS)
are not allowed to charge fees other than those determined by the National
Assembly. General practitionerswithout acontract are not apart of thissystem
and, thus, are able to decide how much to charge patients.

The patient can be treated by a physiotherapist (the majority of whom have
a contract with a municipality) or a chiropractor directly, without seeing a
physician first. However, the physiotherapist or chiropractor only receives
refundsfrom the NISfor treatment referred by aphysician. Therefore, itisless
expensivefor the patient to seetheir physician first, asthe chiropractor charges
patients without areferral more in order to reach his/her target income.

The following pilot tests are currently being carried out in some counties:

1. Physiotherapists specialized in manual therapy and chiropractors are
receiving NIS reimbursement for treatment which is not referred by a
physician;
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Fig. 8.  Outpatient contacts per person in the WHO European Region,
1998 (or latest available year)
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2. Chiropractorsarebeing given theright to direct patientsto medical specialists
and to physiotherapists.

With regardsto public dental care, the counties hold certain responsibilities.
This consists of providing services to specific high priority groups (children
and youth up to 19 years, the elderly and populations with chronic diseases
who are in ingtitutions and residential care), according to the Act on Dental
Care.

Good health care services at primary level depend on achain of referral to
speciaized medical care servicesand/or to hospital care. Inorder for specialists
to be reimbursed for a consultation from the NIS, the patient needs a referral
from ageneral practitioner. Hospital care has changed: asthe average length of
stay in hospitals has been shortened, the patient returns home sooner. This has
happened for severa reasons:. there has been a rapid development in medical
technology and more focus on the roles of primary and secondary care. At the
same time, the focus on waiting-time for non-emergency treatment has put
pressure on the hospitals to treat more patients. This places added strain on
health care services with regard to follow-up, and contact and collaboration
between hospital and primary health care services. Focus has been turned to
care centred around the patient. Instead of relying on fixed routines and standard
solutions, the opinion of the patient is also sought when the individual course
of treatment is planned. This meansthat the general practitioners need to meet
new challenges, asthey are expected to act asadvisers, coordinatorsand builders
of social support networks.

During thelast few years, high priority hasbeen placed onimproving genera
practitioner services. There has been concern that the elderly and groups with
chronic diseases are not properly taken care of. Some people do not have a
permanent general practitioner at al. On the other hand, there is a concern
about doctor-shopping, which implies a transitory contact between a patient
and ageneral practitioner. There are also problems related to an excessive use
of specialists. Finally, as shown in Table 8, there are different types of general
practitioners who are financed in different ways, which makes the system
complex for the patients, the authorities, and the general practitioners
themselves.

To improvethe situation, in the early 1990s, central government initiated a
trial using a list system (an officia registration list of patients). The project
started in May 1993 and lasted for three years. Thetrial included four munici-
palities with atotal of 250 000 inhabitants and 150 genera practitioners. The
eva uation showed that amajority of patients, aswell asthegeneral practitioners,
were satisfied with the system and wanted it to be permanent. In 1997, on the
basis of this project, the Norwegian parliament agreed on a proposition to
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Fig. 9.
1998 (or latest available year)
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introduce the list system for the whole nation. The income of the general prac-
titioners will be based on a combination of capitation funding and fee-for-
service. Thereform isintended to bring about improved care, better financial
control, and increased collaboration within the local medical service (see the
Section on health care reforms).

Public health services

Public health services are organized in a three-tiered system. The aim is to
decentralize asmuch as possiblein order to create the shortest possible distance
between provider and patient. The municipalities are responsible for health
promotion, the prevention of illness and injuries, and, in relation to that, the
organization and management of school health services, health centres and
child health care. Municipal health centres offer pregnancy examinations and
monitoring, and vaccinations. There is a close follow-up of mothers and
newborns that includes a vaccination programme. Fig. 10 shows that the level
of immunization for measles in Norway is higher than in Denmark, but lower
than the rest of the Nordic countries.

The central government has seven specialized public health institutions,
which are professional and administrative bodies under the authority of the
Ministry of Health and Social Affairs. Their primary objectiveisto give expert
advice to public authorities and produce evaluations for public officials and
for research centres. The government also has regional medical officers in
every county who areresponsiblefor overall supervision of the health services.

In 1987, The Local Health Care Act of 1984 was extended to include
environmentally-oriented health activities. Hence, the act containsthefollowing
elements:
 decentralization and delegation of power
» theduty to inform
* impact assessment
* public information
* penal arrangements.

Theresponsibilities of the municipalities have been reinforced in the newly-
adopted National Environment and Health Action Plan (NEHAP). The
Communicable Disease Control Act of August 1994 places responsibility on
al threetiers of the Norwegian society. In the municipality, the general practi-
tioners provide these services, whereas the National Board of Health and the
National Institute of Public Health have an overall supervising role.

Norway



38 European Observatory on Health Care Systems

In the 1990s, four areas of special attention have been underlined:
e asthma, allergies and diseases caused by indoor air pollution
» psychosocial disorders
» musculo-skeletal disorders
* injuries after accidents.

Action plans and budget lines have been developed in these areas.

A recent governmental report, NOU 1998:18, highlighted the necessity of
further empowerment of local communities. The challenge in the future will
be to put in place the necessary technical tools to develop organizational and
financial systems, so that this empowerment can be operationalized.

Other prevention servicesare provided asfollows: special cancer-screening
programmes on mammaography and cervical cancer are implemented through
the National Cancer Registry. Thereisal so ascreening programme on col orectal
cancer. Norway has an action plan to control microbial resistance that places
responsibility for surveillance at the National Institute of Public Health. A
planto control pandemicinfluenzais presently under consideration. In addition,
amainfocusisto establish anational monitoring system for microbial resistance
so that the scientific basis for preventive activities can be identified.

Itisalong-term goal to reduce the number of smokersto 20%. About 33%
of men and women between 16 and 74 yearsold are daily smokers, and another
11% smoke, but not daily. The National Council on Tobacco and Health gives
expert advice and produces evaluationsfor public authorities, health and social
services, etc. A national strategic plan for prevention of smoking presents the
policiesfor the period 1999-2003 regarding smoking reduction. The government
plays an active rolein WHO's Tobacco Free Initiative.

The National Council on Nutrition and Physical Activity isresponsible for
mattersregarding nutrition, physical activity and health. The Norwegian popula
tion is less active than previously. One result is that average body weight is
increasing even though the Norwegians eat |ess. The situation concerning food
safety isgenerally very good. Theincidence of foodborne diseasesis|ow, and
the number of registered cases does not indicate any substantial change in
recent years.

Norway has an action plan to reduce the number of persons with sexually
transmitted diseases, especialy HIV/AIDS. In Norway, HIV is transmitted
mostly among two groups: drug addicts who are sharing syringes, and homo-
sexuals. The government’s main strategy isto reduce the number of new cases
of HIV-positives, and to increase the quality and duration of life.
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Secondary and tertiary care

Sincethe adoption of the 1969 Hospital Act, each of Norway’s 19 counties has
assumed responsibility for the financing, planning and provision of specialized
health care. This includes both general and psychiatric institutions, as well as
other specialized medical services, such aslaboratory, radiol ogy and ambul atory
care, specia care for alcoholics and drug addicts and dental care for adults.
Counties enjoy considerable autonomy regarding the structure of hospital care,
and as a result, hospital organization and management varies by county. The
central health authorities also have some mandates, including the control of
research ingtitutions, several national councils, the National Hospital of Norway
(Rikshospitalet), the National Cancer Hospital (Radiumhospitalet) and a few
other highly specialized hospitals.

The country is divided into five health regions, each with its own regional
hospital. Four of these hospitals are owned by the county in which they are
located, while the fifth is state-owned (the National Hospital of Norway). All
five regional hospitals are also university-level teaching hospitals. The highly
complex regional hospitals also have functions as district (local) hospitals,
serving the local population. In addition, every county has between two to
seven district hospitals. Asaresult of theincreased emphasi s given to outpatient
and day care treatment, from 1970 to 1990, the number of beds in somatic

Fig. 10. Number of acute hospital beds per 1000 population in Norway and selected
countries, 1990-1998
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Table 9. Structure of hospital services

Inpatient stays Outpatient consultations
Number of ~ Number of % Number of %

establishments  patients share patients share

Regional hospitals 5 156 551 24.9 848 197 29.1

County hospitals 80 471 200 75.1 2062 700 70.9

Central county hospitals 12 201 365 32.1 890 522 30.6
County hospitals with central

departments 11 105 999 16.9 505 651 17.4

Local hospitals 22 86 562 13.8 363213 125
County hospitals with central

departments with

reduced services 14 45 491 7.2 203 687 7,0

Specialized hospitals 21 31805 5.1 99 583 3.4

Total 85 627 773 100,0 2910 853 100.0

Source: Ministry of Health and Social Affairs, 1997.

hospital s decreased by 35%, whilethereduction in psychiatric hospital sreached
66%. In contrast, since 1990 hospital capacity has been decreasing more
moderately (Fig. 10 and Fig. 12), asreflected in the smaller reduction in acute
hospital beds rates registered between 1990 and 1998 (ranging between 15%
and 22% depending on the estimates used). Many of the somatic hospitals are
small due to sparsely population in remote areas.

A few hospitals are owned by voluntary organizations, but these areincor-
porated into county health plans and receive public support in the sasmeway as
county-owned hospitals. They are treated as public hospitals and are included
in the map and table below.

In addition to the public hospital sector, there is a small private hospital
sector consisting of five very small private hospitals with outpatient clinicsin
Odlo, representing less than 1% of the total number of hospital beds and 5% of
the outpatient servicesin Norway. These private clinics specializein open heart
surgery, hip surgery and minor surgical procedures such as arthroscopy and
sterilization, aswell asinguinal hernia, cataracts and varicose vein operations
in response to long waiting lists for such care in public hospitals. Norwegian
law imposes tight restrictions on establishing private hospitals.

The average occupancy rate in hospitals is higher than in many European
countries, while inpatient utilization rates are comparatively low for western
European standards (Table 11). According to national data, the number of
somatic hospital beds per 1000 population is around 3.1 (1998); if nursing
homes and psychiatric beds are included, the number of beds per 1000
population is 13.5. Average length of stay has steadily decreased over the past
decade, both dueto increased use of outpatient clinicsand to shorter lengths of
stay by the elderly.
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Fig. 11. Regional distribution of hospitals
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Specialized ambulatory medical services are organized as outpatient
departments of the public hospitals. According to existing regulations, patients
haveto bear part of the cost for outpatient services, such asmedical consultation
and X-ray examinations. The public sector finances the vast majority of
specialists. In addition, some specialists engage in private practice, either part
time or full time, and have their fees partly reimbursed by the NIS

Themajority of the physicians and other staff engaged in specialized health
careareemployed at public hospitalsand are paid salaries according to anational
pay scale. In order to facilitate the recruitment of health personnel to jobsin
the outskirts, the county can contract-out specialized carewith private physicians
in salaried positions where the salary is partly a grant from the county and
partly refunds from the NIS on a per-case basis. These contracts are limited to
physicians included in the county health plans. However, speciaists are not
required to enter into a contract with the public sector. The specialists without
public contracts, however, are few and they only operate in urban settings.

Services from medical and radiology laboratories are included under the
county’sresponsibility for specialized health care. Most services are delivered
by the hospitals. There are, however, approximately 25 private laboratories
and ingtitutes which receive refunds from the NIS. The majority also have a
contract with, and are partly financed by, the counties. Theinstitute or |aboratory
isnot required to have a contract with the county, but requires an endorsement
by the district medical officer. Independent private centresarerare, and concen-
trate in Oslo and the neighbouring urban aress.

To securean equal distribution of health servicesand hospital carefacilities,
the counties obtain refundsfor capital investment in building projectsand larger
investments in hospital equipment. After approval by the Ministry of Health
and Social Affairs, grants are given to the counties. Currently, these grants are
loans with a 40-year subsidy. During the 1960s, many hospitals were built or
modernized. Thecentral health authorities expect major investmentsin hospitals
in the near future. A report is being developed on the subject to plan this
according to future needs.

Waiting lists

The most urgent problem facing the health care system in the past decade has
been the insufficient ability of both general and psychiatric hospitals to absorb
patient inflows. Long waiting listsfor non-emergency treatment are considered
unacceptabl e both by patientsand health authorities. Major reformsand different
meansto handlethis problem are being implemented (see the section on Health
care reforms).
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IN 1990, anationd registration system for patientswaiting for non-emergency
treatment wasintroduced. Waiting lists are based on reportsfrom each hospital.
An upper limit as to how long a patient should have to wait was introduced at
the same time. This guarantee promised treatment within six months for
serioudly ill patientson thewaiting list. It must be noted that the term guarantee
might be misleading, because the guarantee provided no legal right. The
guarantee has been more of an obligation by the providers of health care. Since
1992, three times a year the counties have been legally required to report the
waiting time for treatment.

The system of nationally managed waiting listswasintended asan instrument
to measure discrepancies between capacity and demand. Thisled to the unfor-
tunate situation in which hospitals and hospital departments were encouraged
to keep as many patients as possible on the waiting lists, preferably with a
waiting-time guarantee, in order to gainthelargest possible share of theavailable
economic resources. In 1997, in order to increase the incentives for hospitals
to actually treat their patients, a payment to counties partly based on per case
payment was introduced (see the section on Financial resource allocation),
and since then, waiting lists are less important for the allocation of resources.
At the sametime, the waiting-time guarantee has been changed in two important
ways. First, focus was removed from diagnosisto theimpact the illness has on
apatient’s vital functions and, second, the upper time limit was reduced from
six to three months.

Since the summer of 1997, the number of patients waiting at any time has
been fairly constant at about 280 000 patients, but the number of patients with

Table 10. Waiting-times for patients discharged from the national waiting-list register in

1998
Number of days waited Patient-category
Outpatients Inpatients All patients

0-1 61 508 6176 84 658
2-30 210 329 30 814 258 287
31-90 212 823 27 832 258 336
Over 90 (guarantee patients) 26 699 9229 38 684
Over 90 (non-guarantee patients) 143 157 25 804 192 095

Source: The Ministry of Health and Social Security.

unfulfilled waiting-time guarantees has fallen sharply from about 25 000
(December 1997) to 5000 (April 1999). There have been four important reasons
for this. First, the waiting lists have been adjusted to include patients who are
actually waiting for hospital treatment. Thus, the quality of the waiting list
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Table 11. Inpatient utilization and performance in acute hospitals in the WHO European
Region, 1998 or latest available year

Country Hospital beds Admissions  Average Occupancy
per 1000 per 100 length of stay rate (%)
population population in days
Western Europe
Austria 6.42 24.72 7.12 74.02
Belgium 5.2° 18.0° 7.5° 80.6°
Denmark 3.6° 18.8° 5.6° 81.0°
Finland 2.4 20.5 4.7 74.0¢
France 4.32 20.3¢ 6.0° 75.7%
Germany 7.12 19.62 11.02 76.62
Greece 3.9 - - -
Iceland 3.8° 18.1° 6.8° -
Ireland 3.42 14.9° 6.7° 82.3°
Israel 2.3 18.4 4.2 94.0
Italy 4.62 16.52 7.0° 76.07
Luxembourg 5.62 18.4¢ 9.8 74.34
Malta 3.92 - 4.5 72.28
Netherlands 3.4 9.2 8.3 61.3
Norway 3.3 14.7° 6.5° 81.1°
Portugal 3.1 11.9 7.3 75.5
Spain 3.1° 10.7¢ 8.5° 76.4°
Sweden 2,72 16.0° 5.1° 77.5°
Switzerland 5.2° 14.2¢ 11.02 84.02
Turkey 1.8 7.1 55 57.3
United Kingdom 2.0° 21.4° 4.8° -
CCEE
Albania 2.8° - - -
Bosnia and Herzegovina 3.49 7.49 9.79 70.99
Bulgaria 7.6° 14.8° 10.7° 64.1°
Croatia 4.0 13.4 9.6 88.2
Czech Republic 6.5 18.4 8.8 70.8
Estonia 6.0 17.9 8.8 74.6
Hungary 5.8 21.7 8.5 75.8
Latvia - - - -
Lithuania - - - -
Poland - - - -
Romania - - - -
Slovakia 7.1 19.3 10.3 77.9
Slovenia 4.6 15.9 7.9 75.4
The former Yugoslav Republic of Macedonia 3.52 8.1 8.9 66.5
NIS
Armenia 6.0 6.0 10.7 30.2
Azerbaijan 8.0 5.6 - -
Belarus - - - 88.7¢
Georgia 4.6° 4.8° 8.3" 26.8¢
Kazakhstan 6.6 14.9 13.0 91.2
Kyrgyzstan 6.7 15.8 12.9 81.7
Republic of Moldova 9.1 16.9 15.4 77.6
Russian Federation 9.0 19.9 14.0 82.5
Tajikistan 6.2 9.7 13.0 59.9°
Turkmenistan 6.0° 12.42 11.12 72.17
Ukraine 7.4 17.9 13.4 88.1
Uzbekistan — — - —

Source: WHO Regional Office for Europe health for all database.
Note: @ 1997, ® 1996, ¢ 1995, ¢ 1994, ¢ 1993, f 1992, 9 1991, " 1990.
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Fig. 12. Hospital beds in acute hospitals per 1000 population in western Europe,
1990 and 1998 (or latest available year)
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information was dramatically improved. Second, incentives are now focused
on production, not on waiting lists. Long waiting lists have become an
embarrassment, not aprime argument for moreresources. Third, the new criteria
has reduced the share of the waiting-list patients who receive aguarantee. The
guarantee system is used much more actively as a mechanism for prioritizing
among patients. Fourth, the new economic incentives and increased public
expenditure have led to an increase in capacity.

In spite of these changes, many patients are still waiting for hospital treat-
ment. In addition, asthe most serioudly ill patientsreceive treatment faster, the
lessseriously ill haveto wait even more. The main customerswho usethevery
small privately-financed health care industry are most likely those patients
who have to endure long waiting-time. Table 10 shows the distribution of
waiting-timesfor thewaiting-list patientswho weretreated in 1998. Thewaiting-
list patients in the table below account for about one third of the total number
of patientstreated; the other two thirds of patients are emergency-room patients.

When the Act on Patient’s Rightsis put into force, the patientswill havethe
right to choose a hospital. It is expected that this will lead to an improvement
in capacity-utilization, and that waiting-time will be reduced correspondingly.

Principles for setting priority

Theindividual physician isto decide on a case-by-case basis which treatment
the patients should receive, based on a patient’s medical condition and the
physical and financial resourcesavailable. To clarify and unify priority setting,
in 1987, aroyal commission reported on guidelines with this aim. The com-
mission recommended that the seriousness of the illness should be the main
criteriafor priority, and it also suggested that more of the available resources
should be spent on the elderly, the chronically ill and psychiatric patients. The
recommendation was implemented through the criteria and regulation of the
waiting-list system.

It wasbelieved, however, that the priority setting was not sufficiently standar-
dized, and that further criteria were needed. Thus, a new roya commission
was appointed, which reported their findings in 1997 (NOU 1997:18). The
main objective of the commission was to enhance the fairness and uniformity
of decision-making, and to improve the functioning of the waiting-list system.
The commission proposed four priority levels. 1. fundamental; 2. complemen-
tary; 3. lower priority; and 4. not to be provided by the public sector. The
criteriafor ranking patients within these four categories were suggested to be
the seriousness of the patient’s condition (and not the actual illness), the ex-
pected improvement in health from the treatment, and the cost of treatment
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relative to the expected improvement. These criteria were used as a basis for
the new regulation on waiting lists that was issued in 1997. The commission
also reported that the necessary improvement in psychiatric health care that
was recommended in 1987 was not implemented. The government then decided
to implement an action plan to improve the capacity both within the primary
and secondary health care services for treating psychiatric patients (see the
section on Health care reform).

The criteria suggested for priority setting seem to be generally supported
within the medical community, but it should be noted that they are not very
clear. Thus, there is substantial room for discretion both with regard to which
patients should be given a waiting time guarantee, and with regard to what
type of medical services should be resources allocated. Questions regarding
priority setting (who shall be given access to what types of care) are expected
to play an increasingly important role in future policy debatesin Norway.

Social care

Socia carein Norway includes social welfare services, carefor the elderly, the
disabled and psychiatric patients, and care for alcoholics and drug addicts.
During the past ten years, municipalities have had increasing responsibility for
providing health and socia care services (see the section on Organizational
structure). This expansion, however, has not reduced the amount of time of
care provided by family members.

The state defines national goals and draws up the framework for social care
services, and provides government guidelines and advice. There are no taxes
or chargesthat are earmarked for special servicesin Norway. The all ocation of
resourcesto different public goods (like health and social services) ismainly a
political matter in the parliament, in the counties and in the municipalities.

The basic principle of care for the elderly and disabled is that services and
individualized support should be arranged in waysthat enable carein people’s
home communities. The elderly and persons with disabilities should have the
opportunity to liveintheir own homefor aslong as possible. Nurses and home
care personnel make home visits and provide necessary services, including
persona hygiene. Most of the municipalities (80%) now provide services
24 hours a day. Home care services include cleaning, shopping, cooking and
washing for those who cannot cope on their own. Care services also include
respite care, physiotherapist services, activities-for-daily-living-training and
personal assistance. Thereisalso atrend towards greater participation by users.
Disabled persons want to have agreater influence on decisions affecting them.

Norway



48 European Observatory on Health Care Systems

Increasingly, information technology is used to enhance the safety and
independence of the users.

About 155 000 people received home care servicesin 1999. Asfor the age
distribution, in 1997 (the latest year), there were 149 000 home care users
among the elderly and disabled, in contrast with 43 000 in institutions. Of the
users of home care, 21% were younger than 67, 32% were between 67 and 79
years; 40% were between 80 and 89 years, and 7% were 90 or older. In contrast,
theagedistribution of thoseliving in publicinstitutionsin 1997 was significantly
higher: only 4% were less than 67; 23% were between 67 and 79 years; 50%
fall between 80 and 89 years; and 23% were 90 years old or more.

It is the responsibility of the municipalities to provide residential care as
needed, including nursing homes, service homes and group living for people
with senile dementia. Thereare over 43 000 bedsininstitutionsfor the elderly.
In the municipalities, 82 500 person-labour years are engaged in the social
care sector. Nurses provide 52% of the total workload. The majority of the
population in the institutions (74%) are 80 years and older. The day care
activitiesinclude day centresand rehabilitation. The userspay an out-of-pocket
fee for some of these municipal services. For health care, there is an upper
limit on the yearly out-of-pocket fees. For home care and inpatient care, the
size of the fees varies among the municipalities. It is a national debate as to
whether there should be national guidelines asto the size of the fees. The fees,
however, are supposed to be so low that services are available for everyone
(see the section on Health care finance and expenditure). The availability of
the care servicevaries. It isgood in the districts and not very good in the larger
cities. The quality of the care services also varies.

In general, the municipalities provide the social services, and the personnel
working in the sector are directly employed by the municipality. Some nursing
homes and day care centres belong to and are managed by voluntary organiza-
tions. However, they are staffed by professional's, and are funded by the muni-
cipaities. Until now, very few enterprises involve commercia entrepreneurs.

Theoverall need for nursing and care servicesis expected to increase. This
is due to the age structure of the population, and especially to the expected
increase in the number of elderly people over the age of 80 years. The main
challenges and tasks facing nursing and care servicesin the future can be sum-
marized as follows:

» toincrease capacity through new residential construction and new nursing
and care posts,

« toimprove the quality of local and care services,
» toensure uniform local authority provision of nursing and care services,
e toimprove central government policy instruments.
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Human resources and training

Level of provision

Approximately one third of Norwegian physicians work in primary care; 25%
are women. In addition, more than 95% of doctors are members of the
Norwegian Medical Association, which entitlesthem to specialist training and
continuing medical education by the government. Despite the fact that the
number of physicians and nurses per population is relatively high in Norway,
there is a shortage of these and other groups of health personnel. To alarge
degree, this can be explained by the scattered population, which requires more
personnel in proportion to the size of population than in many other western
countries.

The average number of authorized positions for the total country is about
0.8 general practitioner per 1000 inhabitants, but the rate varies a great deal
territorially. Municipalitieswith few inhabitants generally have alarger number
of general practitionersthan more densely-populated municipalities. In munici-
palities with less than 2000 inhabitants, the average number of general
practitionersis 1.6 per 1000 compared to municipalitieswith morethan 50 000
inhabitants where the average is 0.7 per 1000. But there are large variations
within these categories. The regiona distribution is not satisfactory, as there
aredifficultiesin recruiting physiciansto certain geographical aress, particularly
isolated rural aress.

The number of female physicians is rising. Today more than 50% of the
medical students are female. It is apparent that female physicians do not wish
to work as much as malestraditionally have done. In addition, the average age
of retirement for physicians is decreasing. The trends imply that the demand
for physicians will increase in the years to come.

Table 12. Number of students admitted each year in the different health care professions

1990 1998
Physicians 310 594
Nurses 2520 4144
Dentists 105 113
Pharmacists 5593 93
Physiotherapists 185 302
Professional health workers
for mentally handicapped 300 925
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Fig. 13. Number of physicians and nurses per 1000 population in the WHO European
Region, 1998 or (latest available year)
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Fig. 14 shows that Norway has 4.1 physicians per 1000 population, which
isthe highest rate in Nordic countries. These figures differs from those of the
health statisticsin the Nordic countries 1997 (NOMESCO), where the figures
are 2.5 physicians per 1000 inhabitants. Inthe NOMESCO statistics, al numbers
of employees are turned into person-years. The Nordic statistics show that
therewere 9.15 qualified nurses per 1000 inhabitants, and 8.2 qualified auxiliary
nurses. The numbersin Fig. 14 probably include both kinds of nurses, which
makes comparison with other countries difficult. Thereis a shortage of nurses
in Norway, especially nurses with specialists” skills. Thisis partly due to the
fact that trained nurses do not always choose to work in the health care sector.

The number of dentistsis not satisfactory either, particularly in rural areas.
In addition, the average age of dentists working in public health service is
high.

During the last decade, the number of health personnel has increased in
Norway, due to an increase in the number of new students accepted each year.
Some examples are given in Table 12.

Theincrease in the number of health care personnel has not yet attained its
full effect, since education take several years. To meet the demands for health
services, Norwegian authorities are taking further action for improving the
provision of health personnel. There is an ongoing plan of action concerning
personnel (1998-2001) which includes several measures:

» improving the system for assigning new medical positions

* improving management by organizing better use of human resources
 stimulating recruitment to remote areas of the country

* mobilizing labour reserves (recruiting and keeping personnel)
 recruiting personnel from other EEA countries (in particular physicians)

* increasing the number of students as well as the supply of supplementary
training.

Norway expects a further increase in the demand for health personnel
because of recent and soon-to-come health reforms and plans of action. In
particular, these reforms include implementation of alist system (for general
practitioners) and action plans directed towards cancer, the elderly, and
psychiatry (see the section on Health care reforms).

Education and training

Physicians are educated at the universities of Oslo, Bergen, Tromsg and
Trondheim. Medical education is financed by the state and is linked to the
university hospitalsand other parts of the health services. The number of medical
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studentsislimited (594). In addition, alarge number of Norwegiansare studying
medicine abroad (approximately 1000 in 1998/1999). To become a registered
physician, a student must successfully complete a programme of study of six
years, followed by an 18-month internship (12 months at hospital and 6 months
inamunicipality). The Chief County Medical Officer in Osloistheregulatory
authority.

In the last few decades, both the professional training and status of family
practitioners have undergone significant improvements. In 1985, family
medicine became a medical specialty and, accordingly, a five-year training
programme wasintroduced, including one year of hospital-based practice, two
years of group-based clinical family medicine practice, and 400 hours of
theoretical courses. Every fiveyears, general practitioners have to passthrough
a re-certification process if they want to continue practising as a family
practitioner. As aresult of the changing priority given to general medicine, it
has become a highly-esteemed specialty, and family physicians have devel oped
an independent professional identity.

Education for nurses is available at about 35 nursing colleges, which are
spread throughout the country. They are normally managed by the state
(education authorities), although some of them are privately managed. Training
of nurses consists of three years of basic education followed by, if desired,
specialist training (normally 1% years of training).

There have been complaints that newly-educated nurses do not have the
required qualifications. Thisisthereason why the curriculawill undergo some
changes, still within the framework of three years (particularly regarding the
clinical parts of study). The new model has not yet been implemented.

Unfortunately, statistics concerning health personnel in Norway areimperfect.
As part of the above-mentioned plan of action concerning personnel, the
Ministry of Health and Social Affairshasinitiated aproject toimprove statistics
concerning positions, vacancies and the situation of medical personnel.
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Pharmaceuticals and health care technology
assessment

The pharmaceutical market

Measured by total expenditure, by expenditure as a percentage of GDP or by
expenditure per capita, drug expenditure in Norway increased in the period
from 1990to 1997. In 1997, total sales on pharmaceuti cal swere approximately
NKr 8.9 billion. About 54% (approximately 4.8 billion) were reimbursed by
the National Insurance Scheme (NIS), 31% consisted of patient fees and the
remaining proportion was from hospital sales. In 1990, 46% was reimbursed
by the NIS, 36% was from patient fees and 18% was from hospital sales.

The pharmaceutical sector is one of the most regulated sectors in Norway.
The Norwegian Ministry of Health and Social Affairs has overall supervisory
responsibility for pharmaceuticals. The Ministry sets the retail margins. The
Norwegian Medicines Control Authority, which is a subordinate agency of
The Norwegian Ministry of Health and Social Affairs, registers and alows
new types of drugs to enter into the drug market in Norway. In 1999, 4500
drugswereregistered. Thisisan increase from 2500 in 1993, but is till lower
than most other European countries. The Norwegian Medicines Control
Authority sets the prices that the pharmacies pay to the distributors (AIP) and
that patients pay for the drugsin the pharmacies (AUP). The Norwegian Board
of Health has overall supervision of drugs from the manufacturers to the end

Table 13. Total expenditure on pharmaceuticals in million NKR, as percentage of GDP,
as percentage of health care expenditure, and in NKR per capita,

1990-1997
1990 1991 1992 1993 1994 1995 1996 1997
Sales to hospitals 904 955 1016 1079 1135 1169 1156 1330
Reimburse from NIS 2287 2627 2937 3198 3450 3884 4298 4779
Patient fees 1776 1902 1885 2141 2144 2524 2715 2756

Total pharmaceutical sales 4967 5484 5838 6418 6729 7577 8169 8865

Sale per capita 1173 1290 1366 1493 1556 1742 1869 2018
Expenditure % of GDP 0.69 072 074 078 078 0.82 080 0.81
% of health care expenditure 8.39 838 849 9.07 919 964 9.56 9.5

Source: The Norwegian Ministry of Health and Social Affairs; the Norwegian Board of Health
and Statistics.
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Fig. 14. Flow of pharmaceuticals from manufacturers to end users
and price regulation model
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users of the pharmaceuticals. The board distributes licences for production
and trade with drugs/pharmaceuticals. The National Insurance Administration
(Rikstrygdeverket) administers the NIS. An important element of the NIS is
the blue prescription rule. Based on thisrule, the NIS reimburses the patients
for the majority of their expenditures on important drugs.

The flow of pharmaceuticals from manufacturers to the end users is
illustrated in Fig. 14.

Total reimbursement of drugs hasincreased each year (Table 13). Onereason
for thisisthe inclusion of new and more expensive drugs on the market. More
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use of outpatient care and shorter time spent in hospitals are other reasons. To
reduce costs, a reference price system was introduced in 1993. The reference
price systemimpliesthat the price of the cheapest brand available on the market
within each group of identical drugs is the basis for reimbursement. In 1998,
the system was extended to include drugs that are subject to patient protection
but which may be imported or manufactured under licence at alower price. If
the physician prescribes a more expensive drug than the cheapest brand in the
reference group, then the patient must pay the difference between the priceand
the amount that NIS reimburses. Twice a year, producers and importers are
invited to submit atender for the reference price in each group. Based on these
tenders, the reference price is changed.

The Norwegian Board of Health is responsible for the location of the
pharmaciesin order to adequately cover the whole population. Norway hasthe
lowest availability of pharmaciesin Europe. In 1998, there were 381 community
pharmacies and 27 hospital pharmaciesin Norway. |n addition to pharmacies,
there are al so approximately 1300 drug stores, which do not have pharmacists
working there. In addition to supplying drugsto the public, the pharmacies are
responsible for providing information about drugs to the public and to
physicians.

There is strong pressure from the pharmaceutical industry to have new
productsregistered and covered by the NIS. Anincreasing pressure from patients
and their familiesis also to be expected in the future. Thisisthe case in most
countries as expectations and knowledge among patientsis growing. It should
be noted that the devolution of pharmaceutical budgetsto general practitioners
which are covered by the NISisnot a practice in Norway and this has not been
an issue of discussion.

Technology assessment

Initiated and financed by the Norwegian Ministry of Health and Social Affairs,
the Norwegian Centre for Health Technology Assessment (SMM) was
established at the end of 1997 and has been in operation since Spring of 1998.
SMM isorganized asaunit within SINTEF Unimed, a non-profit independent
research organization.

The Norwegian Centre for Health Technology Assessment deals with
numerous diverse and interrelated health care issues. The main task of the
centreisto critically review the scientific basisfor methods used in health care
and to evaluate their costs, risks and benefits. It is concerned with weeding out
ineffective technol ogies, and ensuring that approved technologies are applied
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asefficiently as possible. Both new and established technol ogies are assessed.
These include diagnostic and therapeutic procedures, medical devices, and
issues concerning the organization of the health care system.

Finally, the Research Council of Norway arranges conferences of consensus,
wherethegoal isto promote good medical practice and maketheright priorities
within the health care system.
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Financial resource allocation

at state, county and local levels. Thus, in principle, this budget may

vary from year to year depending, among other variables, on priorities
set at the different administrative levels. In practice, however, both county and
municipal budgets are very stable.

The size of the public health care budget will generaly be the result of a
political process from below in which county councils or municipal councils
allocate their (stipulated) resources to the different services they provide. In
some cases, it has been speculated that local governmentstend to allocate less
resources to health care in order to obtain extra funds from the central
government. There is also scattered evidence that such tactics have been
successful. The implementation of a case-based payment system for hospital
services has been discussed for along time as a solution to this problem. In
1997, infact, apartly activity-based financing system for hospital serviceswas
introduced. One of the results of this change is that state financing has in-
creased, amounting to around 50% of total hospital costsin 2000. Regarding
the other 50%, counties use their tax incomes and their block grants from the
state to finance 43% and the remaining 7% is generated from such income as
user fees, rents, etc.

The Norwegian system is a decentralized system where the state level
allocates funds to the county and municipal levelswithout directly interfering
with resource allocation. The local health care services are financed through a
combination of government revenues, retrospective reimbursement by the NI'S,
and out-of-pocket payments by the patients. The municipalities and counties
receive block grants from the central government which complement local
revenues from taxes and charges. Funds are allocated by the central state to
local governments on a capitation basis, and demographic variables (age/sex
composition etc) are used. While both counties and municipalities formally
have considerable discretion in resource all ocation, the need to adhereto central

The size of the overall health care budget is the result of decisions made
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Fig. 15. Financial flow chart
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regulations severely reduces this freedom in practice. Thus, it has been argued
that central law and regulations make local autonomy lessreal than it seemsto
be on paper.

High priority reformsin local government, for example, likeinvestmentsin
nursing homes, abolishment of institutionsin psychiatric care, and investments
in carefacilitiesfor the mentally handicapped, are often partly financed by the
central government for an initial period through earmarked funds which
supplement the block grantsto local government. There has been a great deal
of political debate linked to the question of earmarked funding versus block
grants. Thisissue is discussed in greater detail in the next section.

Capital investments are financed from different budgets than operating
expenses and on an ad hoc basis. Medical equipment is funded partly by the
central government and partly by the counties. Central grantsare not available,
however, until the county has paid its share. Capital developmentsfor nursing
homes and home health care units are subsidized by the state and, in some
cases, building such unitsisvirtually free of cost for the municipalities. There
isnoformulafor ensuring equal distribution of investment fundsamong different
geographical areas.

Payment of hospitals

For inpatient stays, hospitals are paid by a combination of cost per case and
global budgets. Thissystem hasbeenin usesince July 1997. The system of per
case funding was originally apayment from the state to the counties. Counties,
which traditionally have financed their hospitals by global budgets, are freeto
change to per case payment for their hospitals or to continue with global
budgeting. As of 1999, 18 out of 19 counties had chosen to implement a
combination of per case payment and global budgeting on ahospital level. The
per case payment is based on the DRG system. Group-specific costs have been
calculated based on national data, and these costs form the basis for the price
system. In 1999, only 50% of the DRG cost was reimbursed.

The present financing system for hospitals replaces a system of global
budgeting. Global budgeting wasintroduced in 1980, originally asameansfor
controlling costs and securing equal territorial distribution of health services.
Countries introduced global budgets in hospital financing as a result of the
previous changesin the system of resource allocation from central government
to counties themselves. These, in turn, involved a move from retrospective
reimbursement of hospital expendituresto counties, to ablock grant system, as
explained above.
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The history of payment to hospitalsis as follows. Until 1980, 50-75% of
operating expenditures of the hospitals were reimbursed by the state on a per
diem basis, and the remainder was provided by the counties out of their tax
revenues. Asrateswere set closeto actual costs, hospitalswith high costswere
rewarded, and there were no incentives for hospitals to aim for cost-reducing
behaviour (e.g. reducing hospital stays). At the same time, more grants were
given to counties with more hospital beds. This, again, provided incentives
favouring high-cost hospital care. Norway had many hospital beds per capita
but capacity for outpatient treatment was|ow and community careinsufficient.
By the end of the 1970s, hospital expenditures were very high and greatly
exceeded the national targets set by the government.

In order to tackle these problems, the block grant system was introduced
with the following two objectives: first, to improve control over the territorial
distribution of state grants; and second, to change the incentives for decision-
makers at the county level. The block grant system consisted of atotal amount
of funding, determined and transferred to local authorities by the state, which
could then be allocated as per priorities determined by local authorities. Thus,
the system provided local authorities with the freedom required to optimally
allocate revenues. At the same time, it introduced incentives to control
expenditure: if counties were able to lower hospital costs, resources could be
allocated for other purposes.

The system of global budgeting worked on two levels. First, each county
received a global block grant based on a combination of capitation and
sociodemographic variables, calculated through a needs assessment formula.
This formula aimed to reflect the relative health care expenditure needs of
citizens. Together with local tax income, the grant was to cover the cost of
hospital services, aswell as some road construction and educational services.
Each county then set a prospective, global budget for each of its hospitals,
based on their responsibilities and expected activity.

Concern, however, about the potential negative effects of the block grant
system started to grow in 1984, when it became evident that the total resources
dedicated to hospital care started to decrease in relative terms. This was the
combined result of the economic recession, the higher priority givento primary
care, and the country’s restrictive fiscal policy. Hospital real expenditure
increased by 3.5 % annually from 1972 to 1980, but remained constant from
1980t0 1983, whileprimary careincreased by 6% annually in real termsduring
this latter period.

Dueto this situation, as well as to increasing dissatisfaction with the block
grant system, which was believed to provide little incentive to increase
efficiency, aroyal commission (NOU 1987:25) was appointed to examine the
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financing of hospital services. It was agreed that the block grant system had
achieved its aim of better controlling the territorial distribution of health care
expenditure. Nevertheless, it encouraged some hospitalsto lower performance
to reach their budgetary levels. Thus, this commission recommended areform
combining two features. a patient classification system linking cost and output
information, and a per-case financing system like the US Medicare system.
The aim of the reform was to allow hospitals to admit more patients and have
20% of hospital revenues dependent on the number of patients discharged
according toaDRG formula. It was suggested that the new grant be paid by the
state as the counties could not carry the financial risk imposed by the DRG
system.

Asaresult of the commission’srecommendations, and as part of acentrally
designed pilot project, in 1991 two counties switched to a partly case-based
financing system for aperiod of threeyears, but this system was not universally
adopted. Six years later, the pressure to reduce waiting lists led to the general
introduction by the central state of the activity-based financing system in the
allocation of hospital resources to counties. This change, introduced on
1 July 1997, was mainly motivated by a belief that efficiency would improve.
The reform is expected to strengthen the incentives for counties to stimulate
hospital activity, which is hoped to contribute to shorter hospital waiting lists
and to raise hospitals’ productivity. Indeed, the immediate effect of the reform
islikely to be anoticeableincreasein the number of hospital inpatient treatments.
Other important objectives of the reform were to give counties budgetary
guidelines, thus providing incentivesto carefully evaluate the costs and benefits
of each intervention. The new policy also involved stronger central control of
hospitals' acquisition of advanced medical equipment.

The implementation of the new system of hospital financing has been as
follows. In 1997, a proportion of the grants (70%) continued to be paid by
central authoritiesto counties on a modified needs-based assessment formula.
The other part (30%) was paid on the basis of the previous year’s inpatient
activity, using national standard DRG costs. In 1998, these proportions changed
to 55% and 45%, and in 1999, to 50%-50%. The current needs formula is
based on aregression analysis of county expenditure on acute hospitals, with
different sociodemographic variables, such as age structure of the population,
density, travel distances and mortality.

Asmentioned above, athough countiesare not forced to introduce aparallel
shift in hospital financing from pure global budgeting to partly activity-based
funding, most of them haveincorporated such changes. Thetiming has been as
follows. In 1997, 13 out of 19 counties had provisionally adopted the activity-
related grant system to fund their hospitals, which implied that they simply
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passed on the received activity-based grants to their hospitals. The remaining
six counties continued to finance their hospitals solely through fixed global
grants. By 1998, only two counties upheld global budgeting, in 1999 only one,
and from year 2000, all counties are expected to adopt the activity-based
financing of their hospitals.

Regarding hospital outpatient activity, traditionally it has been financed
partly by afee for service system and partly via global budgets. Since 1999,
day care surgery has been financed based on DRGs. Teaching hospitalsreceive
two additional grants. oneto cover teaching and research and the other to finance
the treatment of particularly costly patients.

Payment of physicians

Asexplained in the section on Health care delivery system, outpatient primary
and specialized services are delivered in Norway by both public physicians
and private practitioners contracted out with the public health care system.
Public hospital services, in contrast, are fully provided by public (or quasi-
public) employees. Public general practitioners, hospital physicians and other
local staff employed by the local governments receive afixed salary whichis
centrally negotiated with the Medical Association of Norway. In general,
physicians represent a high-income profession in Norway.

As regards private (generalist and specialists) physicians and physio-
therapi sts contracted-out with the public system, the funding arrangements are
as follows. The municipalities or counties use the funds from the National
Insurance Scheme (NIS) as an operational subsidy to pay the health personnel
withwhom they contract. Thisoperational subsidy isestimated to cover around
35-40% of the physicians' and physiotherapists' income. In return for this
guaranteed income, these professionals receive additional per-case payments
from the NIS and patient out of pocket fees which are regulated by the state
and are lower than market fees. Reimbursements from the NIS are determined
through negotiation between central authorities and the Medical Association.
The parliament determines all medical charges, and there is an upper limit to
the total expenses for one consumer during one year.

Until recently, all physicians and physiotherapists were entitled to receive
payment from the NIS, whether or not they had a contract with the authorities.
Those who did not have a contract could charge the patients a higher fee to
compensate for lack of municipal or county operational subsidies. Thissystem
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guaranteed all licensed physicians and physiotherapists a secure means of
support. However, asthese personnel are ableto practice wherever they would
like (i.e. they can moveif they would like a contract), and in order to obtain a
more equal distribution of personnel resources in the different parts of the
country, this system has recently been subject to reforms which started at the
end of the 1990s. Since 1998, NIS funding has been curtailed for physicians
and physiotherapists who establish a new practice without a contract with the
municipality or county.

However, it isimportant to clarify that private physicians are not required
to enter into acontract with amunicipality or county. On the contrary, thereare
restrictions asto how many physicians and physiotherapists can have a contract
in each territorial area. In overstaffed zones, if the municipality is unable to
offer more contracts, they may haveto forfeit the operational subsidy that they
might have received from practising elsewhere.

Unlike general practitionersin many other countries, general practitioners
in Norway in the mid-1990s earned a higher average yearly income than
physicians in hospitals. Thisis partly due to the fact that general practice has
become a highly esteemed specialty, and partly due to the fact that general
practitioners with a private, contracted-out practice on average obtain 35% of
their income as an annual grant. The remaining income comes from fees for
service depending on the amount of work carried out. Of thesefees, on average,
three quartersis paid directly by the NI Sand one quarter isfrom out-of-pocket
fees. There has not been a major income study on general practitioners since
1995. To make it more attractive to work as a hospital-based consultant, the
wages for these physicians have been rai sed 30% on average from 1995-1998.
Thismeasure has been successful, and the aim of recruiting more physiciansto
hospitals has been fulfilled. Today there is greater concern about recruiting
general practitioners to some of the rural parts of the country than to the
hospitals. Thefunding arrangementsfor genera practitionersin private practice
will change as of 1 January 2001, and the NI S reimbursement of feesfor service
to general practitioners will become conditional on the general practitioner
having signed a contract with the municipality. The aim of this measure isto
discourage private practice without a contract, which is most widespread in
the prosperous urban areas, in order to free up human medical resources for
theremote areas. A similar measure wasintroduced for private contracted-out
specialist physicianstwo years earlier. From 1998 onwards, private specialists
need to have an agreement with the county in order to obtain reimbursement
from the public sector. Private physicians with public refunds now form a part
of county health plans.

Norway



64 European Observatory on Health Care Systems

Norway



Health Care Systems in Transition 65

Health care reforms

Aims and objectives

standard of living improves and peopl€e's life expectancy increases,

there are new challenges with an ageing population and a growing
number of peoplewith chronicillnesses. To make further progressin the health
of the population, it will be necessary to focus on the challenges of health
promotion and illness prevention. In the past, treatment and care were limited
by the absence of technological and medical solutions to problems. Today’s
dilemma is rather that medical technology has advanced to a level where its
ability to perform exceedswhat society in general can afford to pay. Thisposes
anew type of challenge in a society where the basic rule for generations has
been that medical costs are a societal responsibility.

Changes in demography will continue towards an increasing number and
larger proportion of the elderly in the population. This implies growing and
new demands for health services along with higher demands for pensions and
social services. The more successful health care is in curing disease and
prolonging life, the more people will face the natural process of deterioration
of the body. This changes disease patterns towards more chronic and
multifaceted illness. Not only will medicine be expensive, new, and high-
technology, but it will also require continuous care, rehabilitation and service
for the chronically ill and disabled.

Furthermore, medical development and changesin technology will increase
life expectancy, together with general improvements in living standards, and
enable treatment of more diseases. The result will be an increase in need and
demand for health services. New potential areasfor treatment will emerge and
which will increase the pressure on limited resources. Despite the fact that
Norwegian hospitals produce more than ever, the number of people waiting

N orway faces the dilemma of many western European countries: asthe
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for treatment will not become shorter. Thisis a question of both technology
and expectations of the general public and the medical staff astowhat ispossible
to achieve.

Finally, expectations come from the general growth in wealth and social
development. There has been an increased standard of living and an increase
inthe general expectations of the population. Also, many of thefactorsaffecting
the incidence of disease lie outside the traditional domain of health policy, but
need to be addressed by the health care sector through health prevention and
promotion practices.

The Norwegian society has enormous wealth in oil resources in the North
Sea. The paradox is that it cannot be spent too fast without putting too much
pressure on the economy and stimulating inflation. Thisis coupled with alack
of educated and well-trained health personnel like doctors and nurses. Workers
from neighbouring countries have contributed to ease pressures in specific
sectors, including health care. Whiletheinsufficient number of medical doctors
has been aproblem in rural areas particularly in the north of the country, there
are also too few qualified nurses in the cities in highly specialized hospital
functions, as well as in other health institutions. With mounting pressure on
hospitals to attract physicians, wages for hospital physicians rose sharply in
1996. However, this has led to a major concern as to how to generate the
necessary amount of physiciansin primary care, particularly in rural areas.

Initscountry report on Norwegian economy 1998, OECD presentsaspecial
feature on the health care system and the needs for reform. In the evaluation,
the challenges are summoned as follows:

The Norwegian health care system has succeeded in securing

universal coverage and high quality service while, at around 8%

of GDP, absorbing resources around the international average.

Nevertheless, the system faces several challenges, most

prominently:

i) acute shortages suggested by long waiting lists for hospital
admission and the lack of physicians and other medical staff;

il) the need to strike a balance between the requirements of a
cost-efficient health-care system on the one hand and the
ambition to maintain a full-fledged health service in even the
remotest parts of the country on the other;

iii) the risk of major expenditure increases in the future.

To meet these challenges, several reforms have been introduced since 1997.
The reforms range from the introduction of activity-based funding of somatic
hospitals, and the establishment of health regions with an enforced system of
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planning and cooperation across counties, to the introduction of the patient’s
rights to treatment at the hospital of their choice. The reforms cover legal,
economic and organizational issues.

Thediversity of measures adopted reflectsthevariety of goalsin Norwegian
health policy and the country-specific characteristics of the health system. Itis
broadly agreed that a national health care system should be maintained that
providesequal accessto thewhole population, no matter who they are or where
they live. The reform initiatives include, simultaneously, both increased
competition and reinforced planning. As planning and competition can easily
be viewed as conflicting policies, the challenge is to make these two elements
work together.

In addition to these areas, central health authorities use different methods
for implementing national goals in health policy. This will often include
economic support in high priority fields where the counties are not expected to
carry the economic burdens alone. Often this will be carried out in so-called
action plans.

Reform legislation

During the second half of the 1990s, a broad range of reforms were discussed
and approved in Norway. The earliest ones have already been described in
other sections of the report, such asthe broad structural changes introduced in
the hospital financing system or the reform of the conditionsfor reimbursement
to private physicians (see the section on Financial resource allocation). In
addition, several legislative pieces were discussed and passed by parliament
during the period 1998-1999. Thisincluded regional planning, specialized care,
mental health services, health personnel, patients’ rights, and the organization
of primary care. These are described within the first section. Finally, the last
section focus on two reform proposals which are currently under discussion,
which refer to the liberalization of the drug market and the issue of hospital
management and ownership, respectively.

Health law reforms of 1999

The legidation on regional planning was passed by parliament in 1998, and
came into force beginning in 1999. The acts on specialized services, mental
care, health personnel and patients’ rights entered the parliament in December
1998, and were passed in the spring of 1999. The new regulation of patients
rights will be put into force during the year 2000, while the other three acts
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will beimplemented from 2001 onwards. The Act on Specialized Health Care
and the Health Care Personnel Act are characterized more as amodernization
of existing laws rather than as reforms themselves. To end with, the draft on
primary care entered the Parliament in September 1999, and is expected to be
passed in the Spring of year 2000. The content of the different legislative pieces
is described below in chronological order.

Regional planning of health care services

A 1997 White Paper (St. meld. nr. 24, 1996-1997) formed the basis for the
introduction of new legisation to regulate the role and responsihilities of the
regional health committeesin 1998 (Ot. prp. nr. 48, 1997-1998). The aim of
the reform is to improve both national and regional planning and to ensure
cooperation and the division of labour among counties.

Theregional health care committeesare politically-elected organsrepresent-
ing the counties in each region. According to the new regulation, the regional
health committees are responsible for the devel opment of regional health plans
in accordance with national guidelines. National areas of high priority, deter-
mined for each four-year period by the central authorities, haveto be included
in the regional health plans. For the first planning period (1999-2003),
three national areas of priority have been selected: 1. improved cooperation
and division of tasks between hospitals; 2. cancer treatment; and 3. mental
health.

The regiona health plans have to be evaluated and approved by county
councils prior to authorization by the Ministry of Health and Social Affairs. If
the countiesfail to agree onvital issues, or if the planisnot madein accordance
with national guidelines, the central authorities are entitled to make changesin
the regional health plans. Thus, the regional plans function as atool for more
centralized regulation. The first plans will cover the years 2000-2003. The
Ministry of Health has initiated a broad scientific evaluation of the effect of
the plans, aswell as of the planning process. The evaluation will start in 2000
and will end in 2005.

Implementation of the regional health plans as well as the introduction of
market incentives (activity-based financing and free choice of hospitals) and
improvementsin transportation and technol ogy arelikely to changethe structure
of the Norwegian hospital sector. It is possible that the number of general
hospitals will be reduced, although it is more likely that the emphasis will be
on are-allocation of hospital functions across existing institutions. It iswidely
believed that better coordination between the hospital authorities both withina
county and among counties is difficult to achieve. Thereis great resistance to
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restructuring the local hospital sector, due to the concerns over the
accompanying job movement or loss. Moreover, regardless of location, the
proximity of full-fledged hospital services, including acute and specialized
elective care, is seen as an acquired right by large segments of the population.

In summary, the regional health plans can be regarded as tools both for
improved national planning and for formulating a local response to national
priorities. These plans will also function as tools to determine local priorities
of actions within a regional framework. The regional health plans are to be
devel oped on the basis of population needs and are meant to integrate hospital
planning in the region. A change towards amore efficient division of services
among the hospitalsis thought to improve the capacity and efficiency, as well
as the quality, of the health care services.

Act on Specialized Health Care

This is mainly a renewal of the current law to make it updated and flexible
towards further changesin specialized health. The act contains the regulations
on specialized somatic health care and all the regulations on financial and
organizational questionsin psychiatric health care. The countiesareresponsible
for providing all necessary specialized health care. By integrating two laws
(the 1961 Mental Health Act and the 1969 Hospital Act), the government wants
to emphasize that mental health should be integrated with and managed ac-
cording to the same principles as other health services. The counties will still
be responsible for providing services to the population. However, this
responsibility is defined by type of specialized functions, rather than by alist
of types of institutions. As a consequence, responsibility for patients in
psychiatric nursing homes and private care will be turned over to the munici-
palitieswhen proper structures have been put in place. The law makesregional
health plansamandatory task. For peoplewith chronic illnesses, counties must
establish an individual plan, coordinating necessary services for each patient.

The specific compulsory psychiatric health care is regulated in the Act on
Mental Health Care.

Act on Mental Health Care

The purpose of the act is to ensure that compulsory psychiatric health care is
based upon the principles of adequate treatment and the principles of human
rights. The act contains regulations on compulsory psychiatric health care and
administrative control carried out by the local board of control. The patients
are also given the right to demand judicial review of major decisions made by
the local board of control.
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Thereis also acknowledgement of the need for supplementary strategiesto
provide adequate mental health care. Thiswill be discussed bel ow (action plan
for psychiatric health services).

Act on Health Care Personnel

The Act on Health Care Personnel will replace several existing acts regulating
specific health professions and will ensure a common legal framework for all
health professionals. The purpose is to ensure high standards and quality in
health care, focusing on the individual obligation of health professionals to
provide the best possible care for patients. The act contains minimum standard
measures regarding all health professionals. It also contains specific measures
concerning authorized groups of personnel, such asthe protection of titles and
reserved procedures. The act also contains a set of disciplinary measures for
health care professionals as a mean of ensuring quality and high standards.

Act on Patients' Rights

The Act on Patients' Rights represents areform of the health legislation, asit
contains new material . In addition to patient’srightsto treatment and to choose
a hospital, the act concerns information, access to medical journals, and the
need for patients' informed consent to treatment.

Thelegidation onindividual patients’ rights aimsto create asystem with a
focus on the patient. The patient is to be treated as an equal party in the
relationship with care providers. The new act intends to improve accessto the
public health care system and to make it clearer what the patient can expect
from the system. Patients are reliant on the health care system and on health
care providers and are therefore potentially vulnerable. Thus, it isimportant to
strengthen the position of the patient in relation to the care providers, and to
ensure that health care providers respect the human worth and integrity of the
patient. Another purpose is to ensure that trust between patients and health
personnel is maintained.

Major elementsin the legislation are:
* right to choice of hospital
* right to treatment.

The introduction of the patients' right to choose a hospital has value onits
own merit. As consumers, the patient has a choice asto where they would like
to betreated, and the hospital s have an incentive to be more consumer-oriented
without submitting to asystem based only on payment by provision. In addition,
patients’ choice of hospital is an instrument for raising hospital capacity
utilization and reducing waiting time, asit isassumed that patients seek out the
hospital with the shortest waiting lists. The patient has aright to choose among
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public hospitals at the same level of care. The right to choose also includes
patients with need of specialized psychiatric health care. The patient’sright to
choose a hospital is expected to increase the flow of patients being treated at
hospitals other than in the home county. The home county will continue to
have the responsibility to pay for treatment, but changes will be made in the
financial system to remove incentives that make out-of-county patients either
more, or, in some cases, less valuable than in-county patients.

Thepatient hasaright to get an eval uation fromaspeciaist withinthirty working
days after thereferral from the general practitioner isreceived. The evaluation
must contain information on the patient’s need for specialized health care. It
must also contain the expected time as to when the treatment is to begin. The
assessment is based on the referral from the general practitioner. However, the
standard of conduct may demand further inquiries. The patient hasthe right to
anearlier evaluationif the speciaist suspectsasevereor life-threatening disease.

The patientsal so have theright to asecond opinion of their health conditions
within the specialized health care services. The home county isresponsiblefor
the costs.

In addition, the patient has aright to an individual plan on health care for
patients who need long-lasting and coordinated care. The purposeisto ensure
that the different providers (primary and secondary providers of health and
social care) coordinate the services. The obligation to make individual plans
falls on every level of services, but the different levels have to collaborate.

The act also includes the patients' right to become fully informed about
their health status. The information must be communicated to the patient in a
manner in which the patient can understand. Patients have also aright not to be
informed. Theserightsare also considered to exist in current law, but are stressed
and explicitly defined in the new act.

Before any medical intervention can take place, the patients are to provide
their informed consent. For patients unable to give their informed consent, the
act requires a legal representative to do so on their behalf.

The patients are given aright to confidentiality and privacy. Confidential
information can only be disclosed if the patient gives explicit consent to thisor
if the law expressly provides for this. Patients have the right to access to their
own medical files.

The act gives patients the right to complain to the county medical officer if
any of their rights are violated. It is also stated in the law that every county
should provide for an ombudsman for the patients within the specialized health
care system. The purpose of the ombudsman isto speak on behalf of the patients
and hel p patients protect their interests. The ombudsman guides patients, informs
them about their rights, and hel ps them fulfil them.
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The act contains the right to obtain necessary health care for patients who
areseverdly ill. The conditionisthat the treatment in question has areasonable
effect in consideration to the cost. The priorities are still to be determined by
the physician. Legal implications are yet to be seen, but it is expected that
patients might bring a decision to court if they do not receive the treatment
they want.

The patient’s right to choose a physician within the hospital has not been a
major issuein Norway, either by the authorities or the patient’s organizations.
The patient’s right to choose is to be covered by the right to get a second
opinion and the right to choose a hospital. Careful monitoring of the impact of
the reform is needed. The Ministry of Health and Social Affairsis preparing
the regulations under the Act of Patients' Rights. The regulations will be
circulated for discussion in various ministries, to the counties, and to awide
range of organizations. Before the Act of Patients' Rights comes into force,
the Ministry of Health and Social Affairswill develop informational material
for the patients and for health personnel. The ministry also will inform the
public by delivering lectures on the new acts, including the Act of Patients
Rights. The act will begin to be implemented during 2000, although the final
date has not yet been set.

Introduction of alist system in primary care

In 1997, the parliament agreed tointroduce alist system for general practitioners.
A bill was presented to the parliament in September 1999 to be approved by
spring 2000. Through thisreform, the national authoritieswant aprimary health
care system where people can turn to their persona doctor when they need
medical care. The new system, which will beimplemented all over the country
beginning in January 2001, will be based on:

e aregistration system through which citizens sign up on the list of the
physician whom they choose to be their general practitioner;

 thebasic principlethat everyone can choose whether they want to participate
in the system or not;

 citizens right to choose another physician astheir general practitioner (twice
ayear) and the right to a second opinion by another general practitioner.

Theaim of thereformisto improve the quality of thelocal medical service.
Every citizen will be given the opportunity to have his or her regular general
practitioner. Through the reform, national authorities aim to improve the
accessibility of health care services. The reform will contribute to continuity
of care and a more personal patient-physician relationship with the best gain
for citizensin need of frequent and/or comprehensive medical service, such as

Norway



Health Care Systems in Transition 73

the elderly. Under the reform, each municipality has to give every inhabitant
the opportunity to have a regular general practitioner under the list system.
The municipalities will have to meet this obligation and will enter into the
sufficient number of contractswith general practitioners. According to contract,
each and every general practitioner hasto give priority to the persons on their
list. The reform formalizes the responsibility of the general practitioners. At
the same time, the list system will bring about better planning, organization
and understanding of the practice. The system will aso contribute to better
organization and coordination among different levels of the system. The NIS
will manage the list system.

Thereform has been designed in cooperation with the Norwegian Associa-
tion of Local and Regional Authorities, The Norwegian Medical Association
and the Municipality of Oslo. The body of cooperation has been a useful and
important arena and will be maintained during the period of implementation.

The Ministry of Health and Social Affairsisresponsiblefor the reform and
for fulfilling the main goals. The Ministry intends to design an evaluation
programme to monitor the reform and ensure compliance with intentions.

Future proposals

Liberalization of the drug market

A number of proposals for reform of the drug market have been presented by
two national committees appointed by the government (NOU 1997:6 and NOU
1997:7). These proposalsinclude aplanto liberalize theretail market, allowing
free establishment of new pharmacies and ownership of pharmacies by non-
pharmacistsin order to increase the number of outlets. Based on the committees
reports, the government presented a bill to the parliament in December 1998.
The parliament passed the bill in February 2000, and its implementation will
start during the year 2001.

The main problems concerning the distribution of pharmaceuticals in
Norway today are the inadequacy of the retail network, the virtual absence of
competition in areas such as service differentiation and operating hours, and
the associated high retail margins. This situation is a reflection of the strict
regulation of the retail market, implying high entry barriers for pharmacies,
including a requirement that the owner needs to be a pharmacist, and rules
concerning the maximum number of outlets per capita and per municipality.
Atthewholesalelevel, in contrast, competition increased after implementation
of the EEA agreement, when the state-owned wholesaler Norsk medisinal-
depot lost its legal monopoly (with two competitors entering the market) and
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the pharmacies and hospitals were allowed to import drugs with a European
license directly from other EEA countries. Furthermore, reforms are being
considered to strengthen the incentive facing doctors to prescribe the cheapest
drug available. According to current official proposals, the pharmacy should
providethe cheapest brand or an imported version of the same prescribed brand
unless prescription explicitly mentions that generic substitutions or the same
imported products of the brand indicated are not allowed. A national register
based on information about prescriptions from all the physicians will be
established. The register will help the government control drug flow and will
provideinformation on which type of drugs are prescribed from the physicians.
Finally, the government isworking on national guidelines on health economic
analyses required from the manufacturers when they apply for admission of a
new drug on the blue prescription rule (see the sections on Health care finance
and Health care delivery system). These guidelineswill beintroduced in 2000,
although the first two years are trial years.

Hospital management and owner ship

To meet the challenges of the new financing system and the right of patient
choice, there is a broad political consensus that the hospitals need to act as
flexible institutions and be ready to react to changes in public demand and
supply. It is necessary to establish management systemsthat enable the owners
to focus on short and long-term objectives. At the same time, and within this
framework, the hospital administration itself should be given freedom and
responsibility to solve problems and plan future strategies.

A roya commission has evaluated the structure and organization of public
hospitals and their connection with the public administration organizational
framework, in order to improve their capacity to adapt to a new, changing
context (NOU 1999:15). In December 1999, the government presented a bill
to regulate ownership of county hospitals. The purpose isto enlarge the range
of possible organizational formsfor county-owned hospitals. Thus, the central
authorities hope to establish a legal framework that grants the counties the
meansto givetheindividual hospital the necessary freedom to adapt to change,
without having the counties |ose the opportunity to control and determine the
framework within which the hospitals can adapt.

The decision as to whether hospitals should be organized as independent
companies, either as shareholding companies or as county-owned hospital
companies, will need approval by the Ministry of Health and Social Affairs.

Specifically, the county of Od o isconsidering organizing the county hospitals
asindependent companies. A majority in the city parliament has voted that the
city government hasto elaborate aconcrete proposal to organizetheir hospitals
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as shareholding companiesfully owned by the county. Thefinal decisionisnot
yet clear, but will need approval by both the city parliament and the Ministry
of Health and Social Affairs.

The discussion concerning greater hospital autonomy has created a need
for clarification between the providing and the purchasing role. So far, Norway
has not taken the full step towards a separation between the providing and
financing roles, as has been the case in the United Kingdom and, to some
extent, in Sweden. The differencein population density can partly explain this.

Action plans

On an ad hoc basis, the national health authorities focus on high priority fields
that need to be strengthened, both from an economic perspective and otherwise.
To be mentioned at the present time, a particular focus is on psychiatric care
and cancer, and on socia services, nursing and care for the elderly.

Action plan against cancer

In 1998, the government presented to the National Assembly afive-year national
strategy to combat cancer. Norway faces an acute capacity shortage of radiation
therapy, lack of linear accelerators, and of physicians and of other medical
staff. The strategic plan includes a yearly budgetary increase for prevention,
scientific research, and measures to increase hospital capacity. A main goal is
to offer sufficient radiation therapy both for treatment and supportive care.

Action plan for psychiatric health services

Psychiatric health is organized on acounty-level asaspecialized service. Social
services like housing and vocational training are the responsibility of the
municipality. Thus, this model requires close cooperation among the state,
county and municipality levels. Thereisabroad acknowledgement that Norway
has not succeeded in creating comprehensive alternative servicesto compensate
for the closing down of long-term hospitals, and Norway faces challenges to
provide adequate care for people with mental health problems.

In 1998, the government presented a six- to eight-year action plan with
substantial earmarked financial resources, including plansfor better organization
between county and municipality, and investment in education and training of
personnel. The goal isto improve mental health servicesin general, strengthen
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illness prevention, decentralize mental health care, improve child and adoles-
cent care, and stimulate education and research.

Nursing and care services for the elderly

In 1997, the parliament adopted a four-year action plan for local authority
nursing and care services. The plan, which istargeted from 1998 to 2001, sets
out objectivesfor the development of local authority nursing and care services.
The plan entails use of central government funds to achieve these objectives.
The core aims of the action plan are:

 to provide nursing and care servicesthat ensure the elderly asecure and, to
the maximum possible extent, aworthy and independent life;
» toenableelderly personsto livein their own home for aslong as possible;

» to provide sufficient capacity to guarantee the availability of services
whenever and wherever they are needed.

To help guarantee that the objectives of the action plan are reached, the
central administration will help local authorities so that they can provide users
with the range of servicesthey need. It will do thisthrough financial and legal
policy instruments, as well as by imposing specific planning requirements.
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Conclusions

Fundamental principles

principles of universal access to health care services, political

decentralization to local governments, and free choice of provider.
During the last few decades, there has been significant progress regarding the
policy instruments used to promote such political commitments. First, asregards
universal coverage, significant investment has been made in improving
accessibility to the system. Special reforms in the late 1980s and early 1990s
have contributed to expand the range of services provided to meet the specific
needs of the elderly, the handicapped and the mentaly ill. In addition, a new
activity-based system of hospital financing, in place since the mid-1990s, has
the aim of decreasing waiting lists through the expected expansion of capacity
and utilization.

Second, the distribution of powers among levels of government is based on
anotion that a decentralized system will be both efficient to manage and well
suited to cover the needs of the population. The aim isto achieve health policy
goalsin an environment where central authorities provide economic and legal
boundaries, and local governments are responsible for the provision and
distribution of services. Increased emphasis has been given during the 1990s,
however, to municipal, county and regional coordination. The aimisto avoid
the duplication and fragmentation of services.

Third, with regard to patients' freedom to choose primary and secondary
care providers, evolution hasbeen asfollows. To begin with, it should be noted
that the low population density in most of the territory explains that remote
areas are generally understaffed, which sharply restricts freedom of choice. In
urban areas, however, the Norwegian population has had wide choice among
publicly-employed, contracted-out and private general practitioners and
specialists. During the 1990s, significant changes took place. First, the share

The Norwegian health care system istax-based and isformed around the
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of public primary care services provided by private general practitioners
contracted-out with public services hasincreased from 54%in 1990 to 71%in
1998; thismeant a parallel decrease of the share of publicly-employed general
practitioners from 41% to 21%, with the share of purely private general
practitioners remaining relatively constant. Second, reimbursement to private
providers without a contract with local authorities has been subjected to tight
restrictions, with the aim of guaranteeing a balanced distribution of doctors
throughout theterritory and avoiding inequalities between rural and urban areas.
To further improve the quality of the local medical service, additional reforms
of the primary care system will be implemented beginning in 2001.

Cost-containment and evaluation

The Norwegian health care system isauniversal, tax-based system and public
expenditures consist of more than 80% of total health expenditures. In addition,
all residents are insured under the National Insurance Scheme (NIS).
Accordingly, voluntary insurance has a markedly residual role, while out-of-
pocket payments are small (about 10% of total public expenditure), so as to
guarantee equity of access. In addition, a ceiling for cost-sharing protects the
rights of the chronically ill and the needy.

Both regulation and supervision of health care activitiesaretheresponsibility
of national authorities. Since the 1970s, health care provision has been
transferred to county and municipal levels, which currently account for the
bulk of health care expenditure. Counties and municipalities are financed
through block grants. Until 1997, hospital s were financed through block grants
from the counties as the major owner of hospitals. This way of funding both
counties and hospitals has reduced the potential problem of uncontrollable
growth in health care costs. Also, in contrast with many other European
countries, health care expenditure has not been subject to general cost
containment measures following economic hardship; Norway is a wealthy
country with abundant petroleum reservesin the North Sea.

During the 1990s, therole of central government changed. Thefocusturned
to problems of effectiveness and accessibility, and quality of services,
particularly in the hospital sector. This led to major reforms in the financing
system aswell asthelegidation of patients' rights. Additional funding, targeted
to reduce waiting lists, began to bear fruit at the end of the nineties, with the
number of patientswith unfulfilled waiting-time guaranteesfalling from 25 000
to 5000 between 1997 and 1999. A specia focuson psychiatric careisreflected
in a 33% increase in expenditure on psychiatric care between 1996 and 1998.
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One of themain areasfor cost-containment policies has beenin the pharma-
ceutical sector, traditionally subjected to detailed state regulations. In fact,
expenditure on pharmaceutical s has been increasing at double the rate of total
public expenditure during the 1980s and early 1990s, justifying the need for
intervention. This led to the introduction of a reference price system in 1993
which was further extended in 1998. Under this scheme, state reimbursement
isset at thelevel of the cheapest brand available in the market, with the patient
paying the difference between the actual price of the prescribed drug and the
reimbursement fee. In addition, the Norwegian Centre for Health Technology
Assessment was created in 1998 in order to evaluate cost-effectiveness of
diagnostic, therapeutic and organizational procedures.

Future challenges

The end of the 1990s has been presided over by the launch of awide package
of reforms designed to meet the main challenges that the Norwegian health
care system will facein the next century. An overall challengeisto combine a
decentralized system with aregulatory environment that ensures equal access.
The most important measures adopted are targeted at reducing and prioritizing
waiting-list patients, reinforcing regional planning, and overseeing a proposed
official list patient system for GPs. In addition, several action plans have been
launched to improve accessibility and quality of cancer treatments, and elderly
and psychiatric care.

The ability to implement and adjust the wide range of measures introduced
by the reformswill be crucial, as several problems associated with the reforms
remain. The following main problems are priorities:

» Structural changes and regional integration

Historically, it is often difficult for local politicians (county level) to make
necessary changes in the hospital services. Through regional health plans,
central authoritiesdemand operationa plansfor structural changesand hope
to enforce cooperation between counties and hospital s and a better division
of functions among hospitals. This is necessary for cost-containment as
well asfor the provision of high quality health care.

» Hospital management and owner ship
Thus far, the hospitals have been bound to the legal framework of public
services and accountability within county budgets. A bill providing a new

legal framework was presented to the National Assembly in December 1999.
Thepurposeisto givethe countiesthe possibility of choosing organizational
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forms that give the hospitals a greater degree of economic autonomy. Cur-
rent proposals include the constitution of hospitals as independent
shareholding companies fully owned by the counties, as well as the mod-
ernization of the old managerial system. Norway has not taken the full step
towards a separation between the providing and financing roles. The
difficulties of attracting highly qualified professionals to the moreisolated
parts of the country may partly explain this. The recruitment problem is a
critical factor to make the general practitioner reform succesful. Thisissue,
however, is currently under discussion.

Labour supply constraints

L abour shortagesareincreasingly felt and have become amajor problemin
the health care sector. It hastraditionally been aproblemto recruit physicians
towork inrura areas. If the GPreformissuccessful, the recruitment problem
will be solved. There isalso alack of trained nurses in the big cities, and
this problem applies to specialized hospital care as well as care for the
elderly and psychiatric care. Enough specialists are also a crucial factor to
enforce the action planswithin psychiatry and cancer treatment. It remains
to be seen if these problems can be solved within the coming years.

The funding system of hospitals

Since 1997, aportion of the block grantsfrom the central government to the
counties became related to hospital activity. The funding is now divided
between the counties (block grant) and the state (per-treatment reimburse-
ment). There has indeed been growth in hospital inpatient activity. There
is, however, an increased focus on the role and responsibility of the statein
the financing of hospitals. Unpopular cost cutsand prioritiesat county level
lead to demandsfor more resourcesfrom the state. Consensuson thedivision
of responsibility between the state and the counties will be essential for the
legitimacy of the funding system in the coming years.

A magjor challengein Norway, however, asin many western countries, isto

allocate resources to health promotion and illness prevention. To make further
progressin the health of the population, it is necessary to improve and develop
public health prevention and promotion. Asthe population’s expectationsrise,

together with medical and technological advancements, an increased demand
for health care and conflicts regarding resource alocation are to be expected.
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