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Table 6 — A mixed hospital system is emerging in public opinion

Observable facts

Data

1.

Choice criterion based on personal requirements ver-
sus institutional status: "when hospitalised, people do not
really care whether it is a public or an accredited private
hospital, other factors are taken into consideration: the
presence of a required field of specialization; the quality of
services; the distance from home; etc." (opinions recorded
as: very strongly + fairly strongly in agreement with)

87.2%

Limited awareness of choice availability between pub-
lic/private systems, at equal costs: number of people
who are fully aware of the regulations that allow them to use
these institutions, public or accredited private hospitals irre-
spectively.

28.0%

The need for further information on choice opportuni-
ties: "little is known about the various possibilities of hospi-
talisation offered by the accredited private system: The Re-
gional Administration and ASL (Local Health Units) should
invest in effective information campaigns for citizens, so that
they can enjoy real freedom of choice" (opinions recorded
as: very strongly or fairly strongly in agreement with)

78.6%

Source: survey provided by Ermeneia — Studi & Strategie di Sistema, 2005
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2. The growth of the accredited private sector

2.1. The private sector, a setting where quality is pursued

In order to establish a mixed public and private system each component
should be cooperative and competitive while always aiming to improve the
quality of services.

As far as the accredited private sector is concerned, an indicator of this
trend is the "average weight" of the services supplied” (table 7).

The increase of thisindicator over the years relates to both public and Aiop
facilities: the latter have increased by 5 points while public institutions have
increased by 4 points, achieving a similar level of services. In fact, in 2003,
accredited private ingtitutions reached the average weight of 1.19 compared to
1.22 of public institutions.

Furthermore, there are regional trends, such asin Lombardia and Toscana,
where the private sector has overtaken the public sector (Liguria is another
good example of this due to the prestige of two highly-speciaised accredited
hospitals).

The average weight increased by more than 4% in 2002 and 2003, and
recorded an additional 1.7% in 2004 (table 8), even taking into account that in

The average weight is a synthetic indicator expressing the level of complexity of selected pathologies
(case study). It results from the average of the relative weight for each group of patients (DRG)
assessed according to the number of discharged patients. The calculation formulais as follows:

492
2 (ag N gh )
Average o=1
weight = 492
2Ny,
g=1
where: a; = specificrelative weight for each DRG;
Ngn = number of discharged patients per DRG in asingle hospital or in agroup of hospitals.
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many regions accredited private hospitals are required to carry out highly-
specialised activities and to exceed certain “ceilings’.

Thze second performance indicator refers to what is known as a " case mix"
index”.

In this instance, a similarity can be observed between public and
accredited private institutions (in 2003), whose indexes are 0.98 and 1.01
respectively. This confirms a gradual improvement in the quality of the
private sector over the years (table 9).

Accredited private ingtitutions in Toscana and Lombardia are in a
favourable situation compared to public ones, the same can be said for Liguria
(datafor thisregion are provided in table 7).

The third significant indicator of the quality improvement the accredited
private system is accomplishing can be inferred by the trend of highly-
specialised DRGs (table 10).

As well as comparing public and accredited private systems, both affected
by the total number of discharged patients, it is important to point out that the
activity of private hospitals is complex and of high quality, and does not
involve only pathologies with a low clinical risk factor. This enhances its
active, significant role in the entire hospital system.

Performance has aso improved within public and accredited private
hospitals compared to previous years.

The average weight is a synthetic indicator expressing the level of complexity of selected pathologies.
It outlines the complexity of cases examined in each ward, facility or sector compared to the
complexity of cases examined within the national system. Levels of case-mix indexes higher than 1 are
associated with a higher level of complexity than the average of the reference system. The calculation
formulais the following:

i;z 492
Sam)Em
g=1 g=1
where: 8, = specific relative weight per DRG;
Ngn = number of discharged patients per DRG in asingle hospital or in agroup of hospitals;

Ng = number of discharged patients per DRG in the system taken as reference (i.e. regional
or national total).

Case-mix index =
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If we take into account the indicators of equipment rather than
performance, the following can be observed:

— more advanced and dedicated equipment is available in accredited private
hospitals, particularly Haemodialysis Units (HDU), Magnetic Resonance
Imaging units (MRI) and Linear Accelerators (LINAC). Given that private
ingtitutions (accredited and non-accredited) are equipped with 47.1% of
Hyperbaric Chambers, 36.3% of CAT (Computerised Axial Tomograph),
11.3% Haemodialysis Units, 54.8% of Magnetic Resonance Imaging Units
and 15.2% of Linear Accelerators compared to public institutions (table
11).

— a constant supply of emergency hospital services provided by the
accredited private ingtitutions: currently there are 42 institutions per
region, namely 12.6% of accredited beds assigned to this sector (table 12);

— the use of quality certification procedures by the accredited private sector
in the entire hospital structure (a safer solution as far as the patient is
concerned, when compared to procedures involving single wards) concerns
a total of 147 hospitals (92 in 2003) compared with a total of 20 in the
public sector. The latter tends to use quality certification procedures in
specific wards or services, rather than in the entire hospital structure (table
13).

Even citizens recognise that accredited private hospitals have increased
overal quality standards: they declare (77.4% of cases) that by their own
experience or by the experience of parents, friends or acquaintances,
accredited private hospitals have improved over the years' (table 14).

If we take into account the opinion of people who have used hospital
services over the past twelve months, it is clear that they are more satisfied
with accredited private hospitals (private clinics included) than with public
ones. Thisis due to awide range of factors including staff expertise, efficient
treatment of patients, prompt delivery of treatment and state-of-the-art of the
eguipment used (table 14).

2.2. A sound investment of public resources
The trend of public resource transfers financing the accredited private

sector can be compared with the steady increase in the quality of services
provided by the accredited private sector.
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Table 14 — Quality of services according to citizens

Case Data

1. Quality increase according to
the public (2004): "by direct or
indirect  experience  (parents,

friends, acquaintances), the 7.4%
accredited private hospital has
improved over the years".

2. High levels of satisfaction with
services received during the  Highly satisfied Fairly satisfied Total
last hospitalisation:
— In public hospitals 22.2 61.2 83.4
— In accredited private hospitals 31.9 62.1 93.0
— In private clinics 30.2 60.5 90.7

3. Key factors of satisfaction Staff Effective AC\;;‘: it:gt"e Technologic
during the last hospitalisation: competence  treatment time equipment
— In public hospitals 85.6 78.8 58.8 79.7
— In accredited private hospitals 95.6 87.8 81.6 87.5
— In private clinics 90.4 86.2 82.9 87.5

Source: survey carried out by Ermeneia — Studi & Strategie di Sistema, 2005

Starting from values at stable costs, table 15 highlights the development of
hospital expenditure (for public and accredited private institutions). This
figure remains significantly below the increase of the total public heath
expenditure: in fact, percentage variations over the years (listed in the first
two lines of the second part of the table) show this quite clearly.

However, the difference between the trend in public hospital expenditure
(concerning USL facilities and Hospital Enterprises) and accredited private
hospitals is even more significant. The comparison between the percentage
data in line 3 and 4 in table 15 shows a significant discrepancy which
highlights how accredited private hospitals (which were increasing their
activity and improving the quality of their services during those years) tend to
make use of public resources in moderation, thus recording a negative figure
in 2001 and 2002.

As a result, fewer resources were allocated to the accredited private
hospital system in 2000, 2001 and 2002 when compared to the GDP trend.
The figures then turned positive in 2003 and 2004 (cf. percentage line 7 of
table 15).
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Finaly, if we consider the cost per discharged patient in the different
facilities analysed so far, accredited private hospitals reveadled a positive
variation in 2003: in fact, a patient costs the National Heath Service only
50% of the total cost when he/she is treated in accredited private hospitals
rather than in public hospitals (cf. last line of part 1 of table 15). Moreover,the
cost/discharged patient ratio in public hospitals has been steadily increasing
over the years, exceeding the annual GDP. Conversely, thisratio decreased in
the accredited private sector in 2000, 2001 and 2002.

Nevertheless, differences in the working conditions of public and private
hospitals must be taken into account as costs for providing geographical
medical coverage and specialised services are certainly higher for public
hospitals. However, the allocation of public funds to accredited private
facilities takes place on the basis of "ex-post” criteria aimed at reducing
expenditure.

2.3. Different treatment in public and private sectors

The use of the DRG system is in full use in accredited private hospital
enterprises, whereas it has only been partially introduced in the public system.
This confirms the use of a different treatment in the two sectors, given that the
public sector oversees geographical medical assistance and provides for
specialised services. In spite of this, public hospitals could be more efficient if
they were to apply a DRG system in full while also excercising an ad hoc
"rebalancing ratio" to guarantee adequate coverage in specific geographical
areas aswell as providing specialised services.

In addition, rates granted to the accredited private system include both
operating expenses and capital expenditure, whereas in public financing the
latter is always added to current expenditure.

Given this situation, relations between accredited private hospitals and the
Regiona Health Services must be taken into consideration (table 16).

As shown by the data relating to the last twelve months, a “ceiling” was
established for services supplied in al Italian regions (both in 2004 and in
2005). If we consider each specific case, a“ceiling” could also be established
for:

— hospitalisation services (20% of cases);
— day hospitals (10% of cases);
— both services mentioned above (70% of cases).

In addition, the established “ceiling” is often exceeded and tariff reduc-
tions are therefore applied so that Regional Health Services can contain
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expenditure. This occured in 75% of cases in 2005, and in 82% of cases in
2004: this seems to show a dlight reduction in the tariff reduction system.

Table 16 — Relation between private hospitals (accredited medical institutions) and
Regional Health Services

% over the total number of
Type of relation examined cases

Year 2005 Year 2004

— Over the past twelve months, the “ceiling” to

. 100% 100%
services has been adopted 0 ’

— In case of exceeding “ceiling”, a tariff reduction has

9 0
been adopted 5% 82%

— Average tariff reduction adopted compared with the
full tariff (ranging between 4% and 85% in 2005, 43% n.d.
with two peaks around 45% and 70%)

— A monthly advance payment is allocated according
to the turnover of private hospitals (accredited 85%" 68%" ™
medical institutions)

— Average advance payment compared to the relative

turnover (ranging between 8% and 90% in 2005, but 71% n.d.
with a peak around 80%)
— Delay in invoice payment 80% 82%

— Average delay expressed in months (ranging
between 2 and 20 months in 2005, but with a major

. . 7 months n.d.
peak on a 6-month period, concerning 37.6% of
surveyed hospitals).
— The factoring procedure has been used or is in the
process of being applied to claim due and exact 36.8% n.d.
payments
— An accreditation system has been implemented,
. SYS S been 1mp 70% 68%
according to the Bindi Law (still unfinished )
— Accreditation regulations have been integrated
) gua g 55% 63%
according to the Bindi Law
— A timescale has been set for the completion of
e P 80% 80%
structural modernisation
— Required average time for structural modernisation
ranging between 4 and 60 months in 2005, but with
(ranging 42 months n.d.

a major peak of a 36-month period and over, equal
to 73.2%)

(*) Yes, but not regular in 7 of them

(**) In 35% of cases, resources are not allocated regularly

(***) In 37% of cases, resources are not allocated regularly

Source: survey provided by Ermeneia — Studi & Strategie di Sistema, 2005
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How big is such a tariff reduction? In 2005, there was an average tariff
reduction of 43%, though percentages were different and varied from a
minimum of 4% to a maximum of 85%. However, over half of Italian regions
showed percentages of 45% and over.

As for funds allocation based on the turnover of accredited private
hospitals, a system of monthly advance payment is used, even though there
are differences between the regions. In 2005, this system was used in 85% of
Italian regions, it became the norm in 50% of cases and was applied
occasionally in 35% of the remaining cases (the rate of occasional use has not
changed over the years).

The average advance payment compared to the turnover was 71% in 2005,
but sometimes this figure can reach and exceed 85% (in 18.7% of cases).

However, average delayed payments are a "normal" procedure: with an
incidence of about 80% of cases (a dight reduction has been recorded
compared to the previous year), while the average delay can reach 7 months.

The factoring procedure has been introduced to overcome the issue of
delayed payments. It has been applied to just over a 1/3 of Italian Regions
(36.8%). In 1 case out of 4, this procedure is actually active, whilein 1 case
out of 10 the procedure is still being set up. This system could involve an
additional 26% of regions, where the factoring procedure has yet to be fully
applied.

It is clear that financial flows, as well as diverse tariff systems and
“ceilings’, force the private system to fal back on the credit system,
ultimately affecting the profit and loss statement and reducing incomes
deriving from DRGs.

Another different approach concerns the accreditation system used by the
Regional Health Services.

In 70% of cases, this procedure has been adopted according to the Bindi
Law, but it has only been effectively completed in 10% of cases.
Accreditation regulations have been introduced in line with the above-
mentioned law in 55% of cases, providing a time scale for structural
modernization (in 80% of cases).

The expected time scale for restructuring is nearly 42 months long, a
period that can range from 4 to 60 months (the majority of cases, 83.2%,
requires 36 months and over).
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3. The difficult rationalisation of the public sector

3.1. Anunexploited saving potential

A debate on the possibility of rationalising public expenditure — starting
from the ratio of staff to activities performed — can arise from the many regu-
lations that have been introduced over the years to reduce the number of beds,
as hospital expenditure amounts to 50% of the National Health Fund.

Since 1985, the following measures outlining standards regarding the re-
duction of beds per inhabitant are noteworthy:

— Law 595/85: 6.5 beds per 1,000 inhabitants, 1%o of which is set for reha
bilitation;

— Law 412/91. 6.0 beds per 1,000 inhabitants, 0,5%0 of which is set for reha-
bilitation;

— Law 537/93: 5.5 beds per 1,000 inhabitants, 1%o of which is set for reha-
bilitation;

— Law 405/01: 5.0 beds per 1,000 inhabitants, 1%o of which is set for reha-
bilitation;

— Agreement State-Regions dated March 23 2005: 4.5 beds per 1,000 inhabi-
tants (rehabilitation and long-stay included);

If we consider the figures relating to 1996 and 2003, we see a drop in the
beds/population ratio from 6.7%. in 1996 to 4.8%. in 2003, as outlined in the
official data on the number of available beds (including day hospitals). The
following illustrate such a decline:

1996 2003
Total public and accredited private beds 385,497 277,977
Population 57,332,996 57,321,070
Beds/Population per 1,000 6.7 4.8

Therefore, the data confirm the tendency to reduce the total number of
beds. Theoretically this should cause a staff cut which would reduce expenses,
as envisaged in the final stage of the proposed project.
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Table 17 shows the trend in the number of staff employed in public medi-
cal institutions (hospitals directly managed by USL and Hospital Enterprises)
between 1996 and 2003: staff numbers went from 482,004 to 487,192, with an
increase of +5,188 units, while the number of beds dropped from 274,251 to
185,871 (-88,380 beds).

Table 17 also shows the results of a hypothetical rationalisation involving
a reduction in the number of beds. The year 1996 was set as a reference be-
cause it marked the moment when the new system based upon DRGs came
into operation for the first time. As a consequence the staff/beds indicator,
equal to 1.76, is arecognised starting reference value.

Therefore, if we applied the staff/bed ratio (following qualifications) valid
from 1996 to the year 2003, the number of staff would come to 326,674 units
(instead of 487,192).

If we were to estimate the unrealized theoretical savings, the correspond-
ing average costs of the contract currently in force should be applied to the
various qualifications while taking into account the number of hypothetical
redundant personnel compared to standards (160.518 units in total). The re-
sulting value would then be 4,598.0 million euros, as indicated in the last col-
umn of table 17.

However, a second theory can be suggested. Assuming that medical and
nursing staff was the same as in 1996 and that better assistance per bed was
provided, it would be possible to make a saving of 1,200.0 million euros .

3.2. Budget or health care logic?

During the session held on March 23 2005 at the State-Regions Confer-
ence it was established in Article 4 that Regions should engage themselves
“[...] intaking, by 30.09.2005, measures to promote both the change from or-
dinary hospitalisation to day hospital and the development of alternative solu-
tions to hospitalisation. Similarly, a reduction in hospital care services should
be achieved, while ensuring that hospitalisation rates for ordinary and day
hospital admissions are kept at 180 per 1,000 inhabitants (20% of which refers
to day hospital) by 2007. Intermediate objectives should also be defined for
2005 and 2006 and these will be subjected to verification".

If we consider the current rate for acute cases in ordinary hospitalisation,
today Italy occupies a better position than other European countries (table 18):
rates are lower (hence better) than in Germany, Denmark and Belgium, while
they are higher (hence worse) than in Ireland or Spain.
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Table 18 — Hospitalisation rates per 1,000 inhabitants in institutions for acute cases in se-
lected OECD countries. Years 2000-2003

2000 2001 2002 2003

— Belgium 154.31 162.02 159.94 -
— Denmark 188.12 189.42 195.78 197.41
— Germany 199.61 200.60 201.64 -
— lreland 127.17 129.16 123.10 124.05
- ltaly 156.98 154.23 148.92 140.53
—  Luxembourg 182.93 179.49 176.27 175.17
— Norway 154.08 159.84 162.63 170.92
— Spain 112.10 108.83 108.93

— Sweden 164.58 162.55 160.09 -
— Switzerland - - 154.21 154.87

Source: data processing by Ermeneia — Studi & Strategie di Sistema on data provided by OECD
— October 2005

Finally, the OECD data outlined in the above-mentioned table coincide
with the data provided by the Italian Ministry of Health for each region (table
19).

In this case, variation in hospitalisation rates for acute cases can aso be
observed in different parts of Italy: it is relatively low in Piemonte, Valle
d’ Aosta, the Autonomous Province of Trento, Friuli Venezia Giulia and Ve-
neto, whereas it is higher in the Autonomous Province of Bolzano, Abruzzi
and Molise.

Noticeably, if this rate also included day hospital admissions as well as re-
habilitation and long-stays, the hospitalisation rate would rise from the na-
tional average of 146.1 (in 2003) to 215.4, showing an increasing pattern as
we move from Northern to Central and Southern Italy. (cf. table 19).

As outlined in table 19, disregarding the low contribution made by reha-
bilitation and long-stay hospitals, a significant improvement, compared to the
hospitalisation rate for acute cases in ordinary hospitalisation, is brought
about when taking into consideration day hospital activities (compare the
Italian average rate amounting to 146.1 with 208.4, respectively in column 1
and 3 of table 19).

If we consider the regulations set by the State-Regions agreement with re-
gard to optimum standards, it emerges that 80% of the planned ratio of 180
per 1,000 inhabitants could be ascribed to ordinary hospitalisation that is
144/1,000 plus 36 units extra for day hospital (equal to 20%).

The difference between the existing hospitalisation rate for acute cases,
which includes day hospital activity in 2003 (208.4) and the target-rate of 180
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per 1,000 inhabitants suggests a transfer of services to medical day-care ser-
vice, astheratio of day hospital to the total services shows the following:

Day hospital % activity
over the total of acute case
services

— USL facilities and Hospital Enterprises 30.0%
— Recognised Institutes (University General Hospitals,
Irccs-Hospitalisation and Healthcare, Scientific Institutes, 38.9%
Classified Ecclesiastic Hospitals and USL facilities)
— Accredited medical institutions 20.7%

Obviously there is arisk of reducing the number of beds for acute casesin
ordinary hospitalisation and shifting patients to day hospitals, as is the case
with elderly people, who are forced to attend day hospitals instead of being
admitted to hospital for short periods of time.

Moreover, it must be said that if we target quality and proper treatment
rather than the need for a reduction in public health expenditure (which could
even be attained by setting a maximum number of beds per inhabitant) there
are certainly some questions to be asked. For example:

— Which hospitaisation rate is supposed to be "the correct one"?

— Given all types of patients, what hospital services should be included to
prevent their transfer from an ordinary hospitalisation to a number of alter-
native daily hospitalisations?

— As for treatment, how can hospital stays be shortened for the afore-men-
tioned categories, without developing a parallel and stable local medical
care system that ensures regular and adequate health care?

In conclusion, new important issues arise while trying to control expenses.
These very issues are linked to the evolution of health care demand. For sev-
eral reasons (first of all an aging population) these issues arise from the fact
that needs and rights to healthcare services must be reinterpreted in the light
of budget consolidation, increasing efficiency in healthcare services and a re-
duction of other expenditures, such as staff expenses (as already explained in
Chapter 5).
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4. Differences among the systems

4.1. Devolution and citizens' rights

Healthcare options for the public in relation to their geographical area of
reference can be roughly evaluated by using two types of indicators:

— availahility of beds to which the number of beds allocated to "medium spe-
ciaties' has to be added (since the number of bedsis not the only relevant
data);

— patients mobility at interregional level, searching for the best hospitalisa-
tion solution.

Table 20 outlines the national average reduction in the availability of beds,
which is consistent with the trend towards a reduction of hospitalisations, re-
sulting from choices put into practice by the National Health Service. Thisre-
duction is more apparent in public hospitals compared with accredited private
ones (the former deal more with the Central and Northern parts of the country,
the latter with the Central and Southern parts).

Moreover, if we take into account "medium specialties (cf. the second
part of table 20), such as the medical, surgical and rehabilitative fields, with
the exclusion of neuropsychiatry, long-stays and other specialties, the situa-
tion seems to be more stable compared to the average number of beds avail-
able. Even in this case, the weight of accredited private hospitals tends to de-
crease less compared to public ones, with the usual "facilities exchange": the
number of public medical institutions with beds allocated to medium special-
tiesis higher in the Centre and North of Italy, while there are more accredited
private institutions in the Centre and South of Italy.

Table 21 compares the "inflows" and "outflows" of interregional mobility
which concerns some 900 thousand people per year. Several regions admit
patients coming from different areas and others lose local patients. The most
"attractive" regions are listed in the following table, with a net value in mil-
lion euros as a balance between cashed-in and paid services in 2003.
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Profit balance (in million
euros) between cashed-

Inflow index © in and paid services®
1* place: Lombardia 2.49 +406.7
2" place: Emilia Romagna 2.22 +249.8
3" place: Toscana 1.97 +85.2
4" place: Veneto 1.89 +112.3
5" place: Lazio 1.35 +51.1

(a) Cf. table 21
(b) Source: data provided by the Department of National Health Fund, 2005

The following table lists in decreasing order the regions where patients
mobility to other areas was higher in 2003, the relative net value in million
euros based on a balance between paid and cashed-in services is also pro-
vided.

Debit balance (in million
euros) between paid
and cashed-in

Outflow index @ services®
1* place: Calabria 3.53 -192.5
2" place: Sicilia 3.42 -203.9
3" place: Campania 2.72 -263.7
4" place: Basilicata 2.26 -56.8
5" place: Sardegna 1.92 -49.7

(a) Cf. table 21
(b) Source: data provided by the Department of National Health Fund, 2005

What is the citizens' view regarding devolution and its consequences on
health protection measures?

Table 22 highlights a confident attitude about devolution, since interview-
ees feel (in 84.2% of cases) it will be possible to receive the same quality of
services — and even better — in the future. Only a small group (15.8%) has a
negative view on devolution.

In general, to compensate any decline in quality standards or to meet pa-
tients' need to receive ad hoc treatment, the opportunity to use hospital facili-
ties outside their own region is always guaranteed and its additional costs are
covered by the Regional Health Service. Only 1/5 of Italians claims to be
aware of this opportunity, while 43.2% has a vague idea of its existence.
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Such opportunity is known to atotal of 2/3 of Italians though this does not
necessarily mean that patients are able to use extra-regiona facilities in case
of need.

Table 22 — Health protection and devolution

Cases Data
. — Better services: 26.8%
— Expected consequences of devolution in ]
— Services equal to present: 57.4%
the health sector .
— Services worse than present: 15.8%
— Awareness of the possibility of using
extra-regional hospital services (with the 21.8%
. (1]
support of Regional Health System for
additional costs)
— Option of being hospitalised in a differ-
39.6%

ent region in case of severe illness

Source: data processing by Ermeneia — Studi & Strategie di Sistema, 2005.

However, in case of severe illness the motivation to search for the most
adequate hospital facility could easily induce patients to travel outside their
region: 39.6% of interviewees are willing to take this option (considering the
use of non local, national and foreign facilities). Nevertheless, this percentage
could increase considerably (52.6%) if we take into account those who could
not express an opinion. Furthermore, this view has grown over the years, asin
2004 percentages were 30.3% and 40.0% respectively. These data confirm
that people are increasingly aware when choosing the best options for their
individual needs.

4.2. The slow evolution of hospital systems in Europe

Each Country has developed its own hospital system in accordance with
long-established traditions, government institutions, welfare policies and vari-
ous socia contexts.

Nevertheless, ajoint process is taking place at times encouraged by views
expressed by international organisations (such as the World Health Organisa-
tion and the European Union) as well as by representative bodies (such as
UEHP — European Union of Private Hospitals). It has also been encouraged
by areal need to rebalance financing methods and to improve control on hos-
pitalisation costs.
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It isin this redlity that the DRGs system (Diagnosis Related Groups) has
spread from the U.S.A. to Canada, Australia and other industrialised coun-
tries. The system has gradually been introduced in Europe and in Italy. The
law regulating the use of DRGs for the first time dates back to 1994, before
being introduced by other countries (though today the system has been fully
applied to the private sector operating within the boundaries of the N.H.S and
only partialy to the public sector).

Due to the diverse national realities, the current situation is quite heteroge-
neous, as shown in table 23.

On the whole, it is clear that the DRG system is setting off a sort of "long
wave' rippling effect everywhere, also sustained by the growing transnational
mobility of patients. If this occurs, it is necessary to define the price of the
service that has to be refunded by the National Health System of the patient’s
home Member State.

The fact that some countries are organised in many Regional Health Ser-
vices (like Germany and Italy) further increases the need for a DRG system,
which would simplify inter-regional refunds of hospital services provided in
case of mobility within national borders.

It is evident that the above-mentioned factors (an improved financing sys-
tem, more efficient cost control and support to citizens freedom of choice
with regard to the increasing trend in hospital mobility) would call for a de-
tailed review of the application of a DRG system and/or of methods of analy-
sis, in line with the common interest of National Health Systems to set up a
better ratio of quality of hospital servicesto costs.

Table 24 outlines afurther comparison between national realities following
the devolution issue. This brings about the need to dispose of common means
ensuring:

— the fulfilment of citizens basic needs, in spite of the local redlity (in Italy
this refers back to what is known as Essential Levels of Healthcare);

— agenerally approved method that recognises costs paid by the various hos-
pitals and consequently defines the best financing systems.
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5. Aset of indicators for the supply and demand of

hospital services

Asfor last year, a set of indicators was established to monitor the existence

and performance of a mixed public/private system.

It has been mentioned several times — aso in this Report — that this system

tends to reflect reality rather than a set of regulations.

However, the gradual progression of amixed system is clearly evident by:
a steady growth of the relevant weight of the accredited private sector (fa
cilities, beds, patients, in-hospital days and staff);

a growth in the quality of public and private hospital services as perceived
by citizens (where the private sector is rapidly catching up);

a growth in citizens freedom of choice with regard to the hospital facili-
ties they intend to use.

As for the three above-mentioned trends, a dedicated index has been es-

tablished to measure, on a yearly basis, the evolution of a mixed hospital sys-
tem, where the following factors play akey and parall€l role:

greater freedom of choice for citizens;

equal conditions of service supply and higher chances for private medical
ingtitutions to compete with public ones (with regard to tariff-making, fi-
nancing policies and a strict service evaluation);

greater geographical integration of the different services supplied, simi-
larly to what is aready occurring for reduction of waiting time, hospitals
staysin rehabilitation and prosthetic activities.

The following table outlines the first of these three Indexes which measure

the quantitative growth of the accredited private sector compared to the public
one, on the basis of data related to supply (table 25).

As outlined in the above table, 5 quality components and 1 quantity ele-

ment have been used in order to define the Index. The quality element is pre-
dominant because its weight is 2.5-10 times greater than the previously con-
Sidered factors.
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The final result (228.3 in 2005) confirms an increasing trend compared to
the past two years (220.2 in 2004 and 212.1 in 2003). This demonstrates the
progressive strengthening of the accredited private sector and a partial re-bal-
ancing of the public one.

The second Index was subsequently defined with the purpose of recording
citizens satisfaction levels with regard to hospital services previously used.

The following issues clearly affect the answers that contribute to the defi-
nition of the indicators:

— laying the foundations for quality in both public and private institutions;

— theincrease in the quality of services, mainly in the accredited private hos-
pitals that are now dealing with highly-specialised DRGs, are equipped
with state-of-the-art instruments, manage the prosthetic activity in reha
bilitation and enter agreements with the Public Sector to shorten waiting
lists,

— the increasing awareness on the part of families, who have now learnt to
use the hospital system asawhole, be it public or private.

Given the above-mentioned issues, three types of public opinion — ex-
pressed during the period under examination — were selected to define the In-
dex (table 26). These are as follows:

— thelevel of satisfaction expressed by people who have actually been hospi-
talised over the past twelve months;

— the common practice of choosing the same facilities over and over again
among people who have been hospitalised over the past twelve months;

— thelevd of satisfaction with Italian hospitals expressed by the general na-
tional sample, and not just by those who have been hospitalised over the
past twelve months.

This information has been related to a (theoretical) highest positive
evaluation equal to 100% of satisfaction, and then calculated per 1,000 to de-
fine a more comprehensible Index. The result shows a high level of satisfac-
tion for each type: public hospitals, accredited private hospitals and private
clinics, with an Index fluctuating between 723.7 and 828.7.

However, the highest value is by far the one concerning private hospitals
(accredited medica institutions). The same has occurred over the past two
years (although a slight decrease was recorded in 2004).

In addition, a dlight reduction in the satisfaction index regarding private
clinics should be noted as it follows last year’ s trend.

Finally, the third Index was calculated (table 27) to measure the freedom
of choice and preferences as perceived by citizens. Eight elements have con-
tributed to this calculation:

— the knowledge of choice opportunities (1 + 2);

56



Table 26 — Definition of a citizens' satisfaction Index on hospital services

(theoretical)
Index components 2005 2004 2003 maximum %
reachable

1) satisfaction expressed by people who
have used hospital services over the
past twelve months (opinion Very +
Fairly satisfied")®
= in public hospitals 83.4 84.3 815 100.0
= in private hospitals (accredited medi-
cal institutions)
= in private clinics 90.7 84.6 93.2 100.0

94.0 91.4 88.2 100.0

2) the tendency to repeatedly use the
same medical institutions @

= public hospitals 78.1 75.7 75.5 100.0

. 'prlv'ate. hospitals (accredited medical 749 66.7 745 1000
institutions)

= private clinics 60.7 76.8 75.5 100.0

3) Satisfaction level on Italian hospitals
expressed by the general national
sample (and not just by people who
have been hospitalised over the last
twelve months) (“Very + Fairly in
agreement with")®:

= public hospitals 66.0 65.9 67.0 100.0

. 'prlv'ate. hospitals (accredited medical 797 793 82.0 1000
institutions)

= private clinics 65.7 69.1 67.5 100.0

Gross total:

= public hospitals 227.5 225.9 224.0 300.0

. _prlv_ate‘ hospitals (accredited medical 248.6 237.4 2447 300.0
institutions)

= private clinics 217.1 230.5 236.2 300.0

Aiop Index/2 on demand (satisfaction on
hospital services)"”
= public hospitals 758.3 753.0 746.7 1,000.0
= private hospitals (accredited
medical institutions)
= private clinics 723.7 768.3 787.3 1,000.0

828.7 791.3 815.7 1,000.0

(a) Sub-sample with recorded experience of hospital services over the past twelve months

(b) General sample, with/without recorded experience of hospital services over the past twelve
months

(*) Gross total weighed on 1,000

Source: survey by Ermeneia — Studi & Strategie di Sistema, 2005
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— the availability within the geographical area of areal choice of public and
accredited private hospitals (3);

— thewillingness to use non-local healthcare facilities (4);

— the quality of services regarded as the key element, regardless of the hospi-
tal being public, accredited private or non-accredited (5);

— the explicit demand for a homogeneous hospitalisation system (6);

— the demand for more information in order to exercise freedom of choice
();

— and finally, the willingness to bear additional costs in order to benefit from
a wider range of choice between public or (accredited) private hospitals
within the area (8).

All these data have been weighed on 1,000 in order to create a more com-
prehensible abstract value as in the previous case, thus obtaining an Index of
563.8 for 2005 which indicates a slight increase compared to the values of
2004. This proves that the public isincreasingly willing to use various options
as regards healthcare.
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Part |1

Italian hospital system through indicators






1.

Structural data

1.1. The presence of public and accredited private medical institu-

tions

An overview of the past five years (1999-2003) shows that the total num-

ber of public and private accredited hospitals has decreased by 5.1% (from
1,344 to 1,276 units). The main reasons are;

areduction of directly managed hospitals in the public sector (-10.9%) and
a complete shutdown of residual mental health facilities;

a dlight decrease (-0.2%) over the same period (1999-2003) in the number
of accredited private medical institutions. These, however, have generally
remained unvaried, 530 units, in fact, are currently running (in contrast
with the 746 units in public medical institutions that have been steadily de-
creasing over the past years).

The ratio of public to private hospitals (accredited medical ingtitutions) is

58.5% and 41.5% respectively, as confirmed by average nationa data (table
S/4). However, adifference has emerged at local level:

in the North, accredited private hospitals are outhumbered by the public
ones;

in the Centre and particularly in the South, the situation is the opposite: the
number of private medical ingtitutions is rising while the number of public
ones is decreasing.

If we consider the public/private ratio per region, we can easily notice

where public institutions are the majority and where a balanced proportion —
“guasi mixed system” — between private and private sector is reached (table
S4):

public medical ingtitutions are mainly concentrated in the Autonomous
Province of Trento and in several regions such as Valle d’ Aosta, Veneto,
Friuli Venezia Giulia, Liguria, Umbria, Marche, Molise, Puglia, Basilicata
and Sardegna;
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— a“quasi-mixed system” (where the different medical institutions are more
balanced) is emerging significantly in Piemonte, Lombardia, Emilia Ro-
magna, Lazio, Campaniaand Calabria.

1.2. Bed distribution

If we take into account the number of beds instead of the number of public
or private medical institutions, it emerges that in Italy there were 236,000
beds in 2003. By considering this total over a stable time span it appears that
79% of beds are in the public sector and 21% in the accredited private one
(table S/5).

Bed distribution for public institutions is higher in Northern Italy, whereas
in the Centre and in the South the same istrue for private medical institutions.

As a matter of fact, percentage data in table S/5 show a slight decrease in
the number of beds in the public sector in both Northern and Southern Italy.
At the same time, we can record an increase in the number of beds in the pri-
vate sector: atrend that is confirming the progression towards a "mixed sys-
tem”, mentioned so many timesin this Report.

Asto bed distribution per Region (as shown by the percentage data in table
S/5), we notice that public supply is higher in Veneto (92.7%), Liguria
(98.2%), Umbria (92.1%), Molise (88.7%), Basilicata (96.9%). On the con-
trary, bed supply in accredited medical institutions is higher mainly in Emilia
Romagna (23.7%), Lazio (33.5%), Abruzzi (28.2%), Campania (36.1%) and
Calabria (32.3%).

Within the accredited private sector, Aiop members supply over 42,000
beds out of a total of over 50,000, a significant percentage of 84.2% (table
S6).

The regional distribution of accredited medical institutions members of
Aiop (data updated to 2005) highlights a nosological concentration as shown
by the following figures (table S/7):

in the multi-speciaist field (200 institutions out of 472);

— inthesurgical field (91 institutions out of 472);

— inthe neuropsychiatric field (58 institutions out of 472);

— intherehabilitative field (46 institutions out of 472);

— inthelong-stay patientsfield (26 institutions out of 4725).

Conversdly, if we consider the different types of activity (cf. tables S/8 and
S/9) within institutions members of Aiop (for 2005), the highest occurrence
on anational level regards the surgical field, medical field, rehabilitative field,
neuropsychiatric field and long-stays field in decreasing order (reference is
made to private hospitals — accredited institutions).
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1.3. Medical equipment

The status of technical and biomedical equipment for diagnosis and treat-
ment is shown in table /10 (public medical institutions), in table S/11 (ac-
credited medical institutions) and in table S/12 (non-accredited medical insti-
tutions).

In order to understand the list of structural data on the technical and bio-
medical equipment mentioned in the above tables, a specific table is included
and explained in paragraph 1.3 of Part | ("The steady progression of a system
logic").

The aim was to demonstrate the extent to which private hospitals contrib-
ute to offering advanced technologica services within the emerging "mixed
system”.

Table $/10 (public medical institutions) shows how most of the necessary
high-tech equipment (Hyperbaric Chamber - HC, Computerized Axial Tomo-
graph - CAT, Haemodialysis Unit - HDU, Magnetic Resonance Imaging unit
— MRI and Linear Accelerator - LINAC) is mainly located in hospitals in
Northern Italy, except for the number of Hyperbaric Chambers which is larger
in Southern Italy.

Table /11 shows how private medical institutions "compensate” for this
situation by providing significant quantities of technica and biomedical
equipment in the South, rather than in other areas of the country (Hyperbaric
Chamber, Computerized Axial Tomograph, Haemodialysis Unit, Magnetic
Resonance Imaging unit and Linear Accelerator).
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2. Activity data

2.1. In-hospital days and occupancy rate

Table S/13 highlights a decrease in the number of available beds: from
271,000 in 1999 to 233,000 in 2003, with a reduction of -13.9%. This drop
has mainly affected the public sector rather than the accredited private one:
-16.4% compared to -3.0% during the same period (table S/14).

At the same time, there was also a drop in the number of in-hospital days:
from 75 million in 1999 to 65 million in 2003, with a decrease of -14.1%. In
addition to this, the difference is more significant for public medical institu-
tions (-16.4%) than for private ones (-2.7%).

The average length of stay corresponds to 7.7 days and is higher for ac-
credited private medical institutions (8.9 days): table S/15 highlights this re-
sult, which is mainly affected by long-stays and rehabilitation. This figure
would vary if acute patients were taken into account: furthermore, there would
be a drop to 6.9 days in the public sector, as pointed out in table /16, and to
6.2 daysin the private one as shown in table §/18.

The total occupancy rate in the hospital sector peaked at 75.9% in 2003
(compared to 76.2% in 2002), with higher percentages for hospital enterprises
(80.7%), for 1.R.C.C.S.! (81.2%) and for classified church-run hospitals
(82.7%).

If we take into account only acute hospitalisation, we can observe that the
average length of stay remained unaltered between 2002 and 2003 for public
medical ingtitutions (table S/16) and decreased dlightly for private institutions
(table §/18). On the other hand, during the same period, the occupancy rate
dropped both in public and private medical institutions (table S/18).

*Itituti di Ricovero e di Curaa Carattere Scientifico (Hospitalisation and Healthcare Scientific Institutes)
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2.2. Types of hospitalised and discharged patients

Table $/20, which shows data based on the analysis of hospital discharge
abstracts (HDA), highlights that in 2003 12.8 million patients were dis-
charged, 1.8 million of these (equal to 14.5%, compared to 14.3% in 2002)
were hospitalised in private accredited institutions or otherwise.

The number of in-hospital days is 66.2 million in the public sector, and
13.6 million in the private one, (with a ratio of 17.2% to the total in the pri-
vate sector, compared to 17.0% in 2002).

The number of discharged patients and in-hospital days, shown by type of
ingtitution, activity and hospitalisation, proves that private hospitals (accred-
ited medical institutions) contribute significantly in rehabilitation and long-
stay activities (cf. tables §21 and S/22).

2.3. The prevalent DRGs

Results from the processing of hospital discharge abstracts in 2003 refer
only to the analysis of the entire hospital sector without differentiating be-
tween public and private systems.

Since both the Italian Ministry of Heath and Aiop regional offices dis-
closed data on public medical institutions (table S/23) and associated private
ingtitutions (table S/24) respectively, Aiop was once again in a position to
compare the two sectors and anticipate the data related to the accredited pri-
vate sector for 2004.

In the above-mentioned tables, the top 60 DRGs are listed. They have been
chosen according to the highest number of discharged patients and are related
to acute patients in ordinary hospitalisation, both for al public hospitals and
private hospitals (accredited medical institutions). A further geographical di-
vision in Northern, Central and Southern Italy has been provided for private
hospitals (tables S/25, S/26 and S27).

Table S/28 refers to acute patients hospitalised in public and private day
hospitals, with reference to the top 30 DRGs with the highest number of dis-
charged patients. Table §29 and S/30 show in which DRGs patients needing
rehabilitative care were classified, both in public and private hospitals (in
2003) and particularly in the case of private hospitals (accredited institutions)
members of Aiop (in 2004).

If we consider the data relating to both public and private sectors, the most
common DRG is childbirth with 324,975 discharged patients in 2003 (over

78



322,000 in 2002) and with an incidence of 3.8% on the total number of cases
(3.6% in 2002) (table S/23).

Conversely, in 2004, in private hospitals (accredited medical institutions),
knee procedures came first (with 38,079 cases, equal to 5.9% of the total in
the sector).

As for complexity indicators, please refer to paragraph 1.2 of Part | of the
Report, where a comparison between public medical institutions and accred-
ited medical institutionsis provided.

2.4. Activities classified by major diagnostic categories

Tables S/31 to §/35 show data retrieved from hospital discharge abstracts,
which were also used in the previous tables. However, in this case they have
been published by the Italian Ministry of Health as alist of Major Diagnostic
Categories where DRGs are grouped.

As for acute patients in ordinary hospitalisation, the data reported in table
S/31 show that diseases and disorders of the circulatory system decrease to
1,208,502 cases in 2003, compared to 1,252,614 cases in 2002; diseases and
disorders of the musculoskeletal system and connective tissue amounted to
1,002,431 cases in 2003 (compared to 1,051,639 in 2002).

Datain table S/31also show that the most significant average length of stay
(exceeding 6.7 days over the total number) is related to HIV infections (14.2
days), relevant multiple trauma (13.9 days) and mental disorders (13.4 days).

Day hospital activities show significant figures for eye diseases and disor-
ders (with 433,029 discharged patients), myeloproliferative diseases and dis-
orders and poorly differentiated neoplasms (361,467) (table S/32).

As for rehabilitative activities in ordinary hospitalisation, table /33 shows
that diseases and disorders of the musculoskeletal system and connective tis-
sue (with 106,817 cases) are at the top of the list, followed by diseases and
disorders of the nervous system (with 61,924 cases) and finally diseases and
disorders of the circulatory system (with 41,889 cases).

With regard to rehabilitative hospitalisation in day hospitals (table S/34),
the highest figures concern the same diagnostic categories, the order, how-
ever, is different: at the top of the list, there are diseases and disorders of the
nervous system (17,559 cases), followed by diseases and disorders of the
musculoskeletal system and connective tissue (11,402 cases) and finally dis-
eases and disorders of the cardiovascular system (7,086 cases).
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2.5. Activities classified by specialty

A further method for analysing data related to hospital activity considers
the variable of specialties, aslisted in tables S/36 to S/59.

All information supplied and the corresponding indicators offer a complete
database for 2003. It can be used for information and/or further analysis, as it
compares the activity of al accredited medical institutions with the activity of
the institutions members of Aiop, both nationally (table $/36) and locally (ta-
bles S/37, §/38 and §/39)
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