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Abstract

The Politics of Health Care Reform in Central and Eastern Europe:
The Case of the Czech Republic
D.Phil. in Social Policy
Pavel Ovseiko, Jesus College, Oxford
September 2008

This thesis examines the political process of health care reform between 1989 and 1998
in the most advanced sizable political economy in Central and Eastern Europe (CEE) —
the Czech Republic. Its aim is to explain the political process bringing about post-
Communist health policy change and stimulate new debates on welfare state
transformation in CEE. The thesis challenges the conventional view that post-Communist
health care reform in CEE was designed and implemented to improve the health status of
the people, as desired by the people themselves. I suggest that this is a dangerous over-
rationalisation, and argue that post-Communist health care reform in the Czech Republic
was the by-product of haphazard democratic political struggle between emerging elites

for power and economic resources.

The thesis employs the analytical narrative method to describe and analyse the actors,
institutions, ideas and history behind the health policy change. The analysis is informed
by welfare state theory, elite theory, interest group politics theory, the assumptions of
methodological individualism and rational choice theory, and Schumpeter’s doctrine of
democracy. Its focus is on the interests of health policy actors and how they interacted
within an unhinged, but fast-consolidating, institutional framework. The results
demonstrate that, while historical legacies and liberal ideas featured prominently in the
rhetoric accompanying health policy change, in Realpolitik, these were merely the
disposable, instrumental devices of opportunistic, self-interested elites. The resultant
explanation of health policy change stresses the primacy of agency over structure and
formulates four important mechanisms of health policy change: opportunism, tinkering,
enterprise, and elitism. In conclusion, the relevance of major welfare state theories to the

given case is assessed and implications for welfare state research in CEE are drawn.
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INTRODUCTION: STUDYING HEALTH POLITICS

The idea for the study

The present study sets out to explain the political process which brought about post-
Communist health policy change in the Czech Republic. The time span of the study is
limited to the period 1989-1997, when most post-Communist health policy change
occurred. During this period, the Czech Republic replaced a centralised, integrated state
health service with a decentralised model of contracted social health insurance. It is
particularly interesting to observe how policy change in the health sector took place in the
context of an unprecedented transition from one-party rule, a highly centralised politico-
administrative system, and a planned economy to democracy, decentralised government,
and a market economy. These reforms have fundamentally changed the actors,
institutional context, and political process of health policy-making. The introduction of
market mechanisms in the health sector has created new incentive structures and
crystallised economic interests around them. For example, fee-for-service reimbursement
provided powerful incentives for the over-prescription of health care services and drugs.
Furthermore, politico-administrative changes have created a new division of interests
between different levels of government and its agencies and the newly-established
democratic institutions have provided political arenas for various organised interests to
exercise influence over health care reform. As a result, health policy change has been
influenced by conflicts of interests involving doctors, trade unions, employers, medical
and pharmaceutical industries, political parties, different levels of government and its
agencies, and other health policy actors. It is, thus, imperative to study how the
transitional changes have affected the system of health policy-making and its capacity to

provide effective solutions to health policy problems.

The theoretical foundations for health policy study have been laid by scholars of
economics, social policy, and public administration. Economists have elucidated

theoretical concepts, devised analytical tools, and proposed indicators for health policy



planning and financing (e.g. Arrow 1963; Green 1992; e.g. Abel-Smith 1994; Kutzin
2001). Sociologists have explored the role of medical knowledge and the medical
profession in modern society (e.g. Freidson 1970; Abbott 1988; Freddi et al. 1989; Gabe
et al. 1991; Hafferty & McKinlay 1993). A great deal of theoretical and applied research
has been done on the policy content of recent health care reforms (e.g. Mills et al. 1990;
e.g. Saltman er al. 1998; Drache & Sullivan 1999; Mossialos & Le Grand 1999;
Mossialos et al. 2002; Saltman et al. 2002). Applied health policy analysts and
practitioners of the field have created a description of health policy change in the Czech
Republic, assessed successes and failures in health care reform, and proposed strategies
for further change (Saltman & Figueras 1997; Jaro§ & Kalina 1998; Observatory 2000;
Jaros et al. 2005; Rokosovd & Hava 2005). The current study owes much to this
scholarship, and attempts to contribute one important perspective which has been rather

inadequately treated.

Existing health policy literature has tended to neglect the process of reform, the context
in which it occurs, the actors involved in it, and the distribution of power between them
(Walt 1994; Figueras et al. 1997; Saltman & Figueras 1997). Instead, it has tended to
produce an ideal image of health care systems and advocate ‘rational’ and ‘modern’
health plans. For example, although Abel-Smith’s classic textbook on health policy is
intended to be ‘about how to improve health in a cost-effective and politically acceptable
way’ (Abel-Smith 1994, p.vii), the issue of health politics is not addressed in this book.
One might assume that the situation is different when it comes to practitioners’ literature;
but, surprisingly, this is not the case. In the 1993 World Development Report (World
Bank 1993), one finds seven chapters on the content of health sector reform, but only five
paragraphs on the actual process of reform (Reich 1997). Similarly, the 2000 World
Health Report (WHO 2000) ignores conflicts of interest between health policy actors, and
the World Health Organisation (WHO) makes recommendations ‘as if health sector
reform occurs in a political vacuum’ (Hsiao et al. 2001, p.70). In the real world, where
changes are procedurally expensive and many health policy actors have conflicting
interests, such literature runs the risk of advocating costly policy experiments or being

received as a dead letter.



The idea behind the current study is neither to refine theoretical concepts and
methodological approaches to the study of health care reform in CEE, nor to provide a
comprehensive description and analysis of health policy change. This study does not set
out to make policy recommendations for further change either. Other scholars have
already done all this, and some very good textbooks, works of reference, and policy
papers are available. However, there has so far been no study which deals with Aealth
politics in CEE. The current study attempts to compensate for this. It examines the
political process of health care reform in one CEE country, the Czech Republic, through
the theoretical-methodological lenses of political science, in order to explain health

policy change.

The research question
At the beginning of the 1990s, the Czech Republic shifted away from a centralised,

integrated state model of health service to a decentralised and contracted social health
insurance model. In 1991-1992, administrative and functional hierarchical systems of
regional and district health authorities and health care facilities were abolished, and the
medical profession won independence from the state. In 1992, mandatory social health
insurance was introduced and then multiple independent health insurance funds were
allowed to compete against the public General Health Insurance Fund. At the end of
1992, the privatisation of primary health care providers began. General Practitioners
(GPs) became owners of their practices, and the outpatient specialists who wanted to
establish their private practices were also able to do so. Policy-makers repeatedly
attempted privatisation of secondary health care providers, but succeeded only
marginally. Although some non-essential services and drugs were removed from social
health insurance, the introduction of substantial patient co-payments failed in 1997 and
has not succeeded until 2008. In tertiary healthcare, privatisation or other restructuring
has never come on the agenda. What is more, in the mid-1990s, ‘the reform of the
reform’ (Jaro§ et al. 2005, p.201) was launched and many existing healthcare financing
reforms were revised: the competition between insurance funds was abolished, two-thirds
of them being merged or liquidated, and, in general practice and inpatient care, the fee-

for-service reimbursement was abolished. The implemented, revised, and failed policy



changes have had far-reaching consequences for the configuration of the public-private
mix in the financing and ownership of the health sector, for the access to health care
services, and for the distribution of power and responsibility between the health policy
actors. Therefore, it is imperative to know how health policy change was initiated,

what forces drove it, and why certain policy changes succeeded and others not.

Health policy instruments
If the aims of a health care system are efficiency and equity, it is puzzling why the

aforementioned health policy change occurred. Insights from health policy literature
suggest that health insurance, competition, decentralisation, and privatisation are
positively associated with higher administrative costs and are negatively associated with
equity of access to health care (Anderson 1997; Evans 1997; Wagstaff ef al. 1999; Evans
et al. 2001; Mossialos et al. 2002). Although these policies increase patient choice and
may increase the quality of health care services, it is questionable to what extent losses in
efficiency and equity are justifiable by gains in choice and quality. In order to understand
the rationale of health policy change, it is helpful to distinguish between two major
functions of a health care system (Figure 1), consider their components, and outline the

advantages and disadvantages of related health policy instruments.

Figure 1: Functions of health care systems

Financing

Revenue collection

Fund pooling

Purchasing

Provision

Personal Non-personal
health services health services

Source: Mossialos et al. (2002, p.4)



The health care financing function can be broken down into three components: revenue
collection, fund pooling, and purchasing (Murray & Frenk 2000; Kutzin 2001). During
Communist rule, health care revenue was collected through taxes levied on firms. The
advantages of taxation-based financing are a broad revenue base, low administrative
costs, and flexibility in allocating resources to health care vis-a-vis other sectors of the
economy (Mossialos et al. 2002). In the 1950s, taxation allowed for a significant increase
of Czechoslovak health care expenditure but, later, health care expenditure growth
became incremental, as industry and other public sectors gained a higher priority. In such
circumstances, hypothecated, or earmarked, taxation was likely to protect the health care
sector against competition with other sectors of the economy and to preserve the
efficiency of revenue collection. Nonetheless, the Czech Republic opted for social health
insurance in 1992. The latter shares with hypothecated taxation the advantages of a broad
revenue base, but has higher administrative costs, and may be captured by vested interest
groups (Preker et al. 2002). Moreover, patient co-payments negatively affect equity of
access to health care. The introduction of social health insurance brought about changes
on the level of pooling, i.e. ‘the accumulation of prepaid health care revenues on behalf
of a population’ (Kutzin 2001, p.177). Although all health insurance funds were obliged
to guarantee the same health care coverage, they were allowed to compete on the basis of
additional health care services. If competition takes place without risk-adjustment,
independent health insurance funds have incentives to cream-skim the population with a
high-income and low health risks from their competitors (Beck & Zweifel 1998). In the
Czech Republic, this contributed to a growing deficit of the social health insurance
system and to emerging inequalities in access to health care. Lastly, the introduction of
health insurance was accompanied by changes in the purchasing of health care services,
i.e. ‘the transfer of pooled resources to service providers on behalf of the population for
which the funds were pooled’” (Kutzin 2001, p.180). Fee-for-service reimbursement of
providers does not result in substantial quality gains and usually leads to the excessive
utilisation of health care services and drugs (Rosenberg et al. 1995; Evans 1997); but in
the Czech Republic historical budgeting was replaced with fee-for-service

reimbursement. Later, however, excessive utilisation prompted policy-makers to replace



fee-for-service reimbursement with more efficient forms of provider payments: capitation

fees in general practice and budgets in inpatient care.

In health care provision, the main policy changes were focused on decentralisation. For
analytical purposes, it is helpful to distinguish four types of decentralisation:
deconcentration (transfer of decision-making to lower administrative levels), devolution
(transfer of decision-making to lower political levels), delegation (transfer of decision-
making to policy actors at lower organisational levels), and privatisation (transfer of
decision-making and ownership to private firms) (Mills 1990). Advantages of
decentralisation include: flexibility and a rapid response to the changing environment,
greater effectiveness in identifying problems and opportunities, openness to innovation,
and higher morale and productivity (Saltman & Figueras 1997, pp.52-53). Conversely,
decentralisation can lead to the fragmentation of health services, weakening of central
health departments, inequity, political manipulation in favour of particular vested interest

groups, and a weakening of the public sector (ibid.).

In the Czech Republic, deconcentration was concerned with the abolition of hierarchical
regional and district health authorities, along with the functional hierarchy of health care
facilities. This allowed health care facilities to be contracted directly by health insurance
funds. Moreover, to a great extent, patients became able to choose health care facilities,
irrespective of their regional or functional level. Early plans for the devolution of health
care governance to local Health Councils never materialised. Nonetheless, administrative
reform in early 2000s transferred healthcare facilities to self-governing regional
authorities which were established to meet EU accession terms. This created a new
agenda for privatisation of healthcare facilities as regional authorities lacked sufficient
funds to maintain their healthcare facilities; yet, apart from this, the impact of devolution
on health care provision was limited. In addition to the delegation of health care
financing to health insurance funds, self-governing bodies of the medical profession
(medical chambers) were granted oversight over professional matters and standards of
healthcare. Lastly, the Czech Republic attempted an ambitious programme of

privatisation in healthcare. This programme succeeded in outpatient care, where GPs



became owners of their practices and gained opportunity to privatise their offices and
equipment. Also, outpatient specialists and, to a small extent, inpatient specialists were
able to do so. This led to significant fragmentation of the formerly integrated healthcare
system, as large polyclinics, and even some hospitals, were divided into a great number

of independent practices and health care facilities.

Literature overview
So far, there has been no comprehensive literature on health politics in CEE countries.

Furthermore, the literature on health politics pertaining to other countries or regions is not
abundant and, also, somewhat overlapping with the literature on the politics of the
welfare state. As a result, the current study necessarily draws on the somewhat
overlapping strands of literature on health politics and the politics of the welfare state
from Western Europe and North America. In doing so, the current study attempts to
cross-fertilise both strands of literature by examining health politics in the Czech
Republic. The advantage of focusing on one welfare state sector in one CEE country is
that this helps avoid the ‘ecological fallacy’ (Robinson 1950) of aggregating possibly
opposite policy dynamics in different welfare state sectors of different countries (Seeleib-
Kaiser 1995). Theoretical concepts and related categories developed in the context of
Western Europe and North America may not fully apply to the Czech Republic.
However, if treated as ‘sensitising concepts’, they can help reduce the complexity of the
phenomena under investigation by setting parameters to data collection and the
organisation of evidence (Ragin 1994, pp.87-89). In the course of research, it is expected
that these ‘sensitising concepts’ will be clarified, and that some of them will even be
abandoned. When these concepts are significantly altered, it will be possible to return to
the data, which was initially discarded as irrelevant, and to use it in the formulation of

new concepts.

Politics of the welfare state
Health care is one of the most important forms of welfare in modern European societies.

The health sector is a leading consumer of public funds and major employer. The public



provision of health care represented a significant step in welfare state expansion. Though
this assumed different forms in different countries, in all countries with a mature welfare
state, it took place within the framework of capitalism and democracy. The CEE welfare
state, however, came into being under the diametrically opposite conditions of extended
one-party rule and a planned economy. Again, recent major changes in mature welfare
states have been taking place within a framework of well-established capitalism and
democracy. In post-Communism CEE, it is rather democracy and capitalism that have
been developing within the framework of the well-established welfare state. As such, the
evolution of public health care provision in CEE reveals linkages between the welfare
state, democracy, and capitalism. This exercise will connect the case in question to a
wider body of welfare state literature in order to distil ‘sensitising concepts’ which can

help guide investigation and answer research questions.

Traditionally, it was argued that the expansion of social rights follows the expansion of
democracy through universal suffrage (Marshall 1950). Later, it was suggested that
democracy did not automatically expand social rights, but created conditions for trade
unions and Social Democratic parties to act together, against the interests of capital, to
expand the welfare state (Korpi 1983; Shalev 1983; Korpi 1989). Further studies
criticised the class-based perspective and formulated the interest group politics theory:
‘(1) economic and demographic changes affect the structure of group resources and
demands for welfare spending, and (2) the existence of democratic political institutions
facilitates the realization of group interests’ (Pampel & Williamson 1989, p.39). Lastly, it
was argued that the dynamics of interest group formation affects politics, as the longer
stable democracy exists the more interest groups emerge that tend to act in their own
interests than in the interest of the whole of society (Olson 1992). It is intriguing to see
whether the advent of democracy in post-Communist CEE triggered changes in public
health care provision through universal suffrage, class-based politics or interest group
politics defined by ascriptive characteristics such as occupation or age. If interest group
politics mattered, it is important to see what the dynamics of group formation were and

how this influenced health care coverage.



With regard to capitalism, it was first argued that the needs of the groups affected by
industrialisation prompted the state (regardless of the economic system) to increase social
welfare expenditure, to protect these groups and facilitate economic growth (Wilensky &
Lebeaux 1965). Whereas the desirability of the welfare state for economic growth was
couched in Keynesian terms, monetarist economics considered the welfare state as a
burden on the economy and demanded economic austerity measures. These came as
retrenchment — i.e. ‘policy changes that either cut social expenditure, restructure welfare
state programs to conform more closely to the residual welfare state model, or alter the
political environment in ways that enhance the probability of such outcomes in the
future’ (Pierson 1994, p.17). However, the varieties of capitalism theory suggested that
employers were interested in maintaining certain levels of the welfare state because it
would allow them to have well-trained workforces who would not leave their industries
due to contingencies of life (Ebbinghaus & Manow 2001; Estevez-Abe et al. 2001; Hicks
& Kenworthy 2003). In post-Communist CEE, the trends towards industrialisation
reversed as workers were leaving industry for services, but the aged urban population and
their health care needs did not decline. Also, it is unclear whether retrenchment applied to
the early stages of post-Communist economic transition and whether the new capitalists

were interested in maintaining the welfare state.

State-centred theories emphasised state structure, corporatism, and the bureaucratic
strength of state agencies (Wilensky 1975, 1976; Tufte 1978; Skocpol 1980; Evans et al.
1985). The centralised corporatist state and its tax structure allowed elites to reach a
consensus on the introduction of the welfare state beneficial for the whole of society.
Moreover, the bureaucratic strength of certain agencies can explain the growth of the
welfare state in terms of the maximisation of their budgets and the expansion of their
bureaucratic turf. Lastly, the electoral cycle may affect the allocation of funds to welfare
state sectors on the face of upcoming elections. During Communist rule, the
incorporation of the medical profession in the state and the unified state budget indeed
helped the introduction of the integrated state-run health care systems. However, the
bureaucratic strength of health agencies was low and the electoral cycle during extended

one-party rule could not influence health care expenditure. Therefore, it is worthwhile



looking into how the evolution of the post-Communist state structure, the independence
of the medical profession and social health insurance budgets from the state, and free

elections influenced health policy.

Finally, it was noticed in early empirical research on social security adoption that social
policy innovations could transcend national borders and drive policy change in other
nations (Rys 1964). Collier and Messick (1975, p.1305) pointed out that national social
policy development took place ‘within an international system of communication and
influence’ and argued that social policy innovations can be subject to spatial diffusion
(along the lines of spatial proximity or major lines of communication) or hierarchical
diffusion (from one end of a hierarchy to another). In the case of spatial diffusion of
health policy, mechanisms of policy learning were employed to explain why nations copy
health policies enacted abroad (e.g. Ham 1997; Marmor 1997). In the case of hierarchical
diffusion of social policy, the argument for ‘global social policy’ stressed the role of
supranational organisations such as the IMF, World Bank, WHO, etc. in influencing
national social policy (Deacon et al. 1997; Deacon 2007). It was shown that Washington-
based supranational organisations acted to set a right-wing social policy agenda in
Hungary, Bulgaria and the Ukraine (Deacon et al. 1997). Others became concerned with
the possibilities of ‘social dumping’ (Ferrera et al. 2000) in CEE countries and argued
that the so-called ‘European Social Model’” would impact their national welfare states
through the process of the EU enlargement (Kittel 2002; Vaughan-Whitehead 2003).
Thus, one major question is whether the spatial diffusion of health policy or supranational

organisations actually influenced the Czech health policy agenda, and if so, how.

Health politics
The history of public health care provision — successful in some nations and unsuccessful

in others — is full of political conflicts. These involve the state and doctors, political
parties and trade unions, various groups within the medical profession and managers of
health care facilities, different levels of government and its agencies, medical and

pharmaceutical industries, and private insurers and health care providers. Below, I

10



consider influential health politics studies with a view to borrowing valuable theoretical

and methodological perspectives for the current study.

A good starting point for an overview of health politics literature is the treatment of the
US case in The Politics of Medicare by the political scientist Theodore Marmor (1970).
The study makes a strong case for the use of explicit analytical frameworks, arguing that
only research guided by such frameworks can be comparable and cumulative. It draws on
Allison’s (1969) classic research on conceptual models of the US policy process.
Thereby, Marmor consecutively employs three alternative models of policy process to
explain different aspects of the legislative conflict over the 1965 Medicare bill. First, to
explain policy formulation, the rational actor model is employed. Subsequent analysis is
focused on a strategic political decision to adopt the Medicare strategy which was made
by the state as a ‘single rational actor’. The explanation given for the strategic choice
involves a set of reasons showing why ‘sensible men’ (bureaucrats) agreed on this
strategy. Second, to explain the pattern of policy debates over a prolonged period of time,
the organisational process model is selected. Instead of concentrating on the decisions of
specific individuals regarding certain policy proposals, analysis is carried out at the level
of large organisations and their routine behaviour. It is argued that since organisational
routines often determine the behaviour of individuals acting on behalf of their
organisations, political debates are explained better by appeal to organisational rather
than individual behaviour. Lastly, to explain the enactment of the bill, the bureaucratic
politics model is adopted. According to this model, implementation of policy results from
bargaining games arranged hierarchically within government and between agencies with
unequal power and different policy preferences. Altogether, the study revolves around
various political institutions and actors representing different branches of the government
and interest groups. The study reveals pluralist strategies inside and outside Congress, but
concludes that public opinion, ideology, and, allegedly, powerful interest groups have
less influence on policy-making than the executive bureaucracy, which tacitly

incorporates compromises between antagonistic interests into legislative proposals.

11



In another seminal study of the US case, Health Politics, the sociologist Robert Alford
(1975) arrives at the opposite conclusion regarding the influence of interest groups and
ideology. The study goes beyond a pluralist vision of the policy process concerned with
bureaucrats and interest groups, to produce a more socially and historically determined
image of the political process. This image is based on the analysis of structural interests
and a symbolic understanding of politics. According to the latter, ‘politics serves
simultaneously to provide tangible benefits to various elites and symbolic benefits to
mass publics, quieting potential unrest, deflecting potential demands, and blurring the
true allocation of rewards’ (ibid., p.x). As such, public opinion does not play an
independent role in policy process, but is influenced and exploited by interest groups
inside and outside the government in order to allocate resources according to their
preferences. Unlike interest groups, structural interests either do not need to be organised
to have their interest served, or cannot be organised easily. They are served or not served
‘by the way they “fit” into the basic logic and principles by which the institutions of
society operate’ (ibid., p.14). Interest groups are based on structural interests, although
there may well be antagonistic interest groups within a structural interest. Alford depicts
the process of American health policy as a struggle between three structural interests. In
this struggle, the role of ideology is extremely important but it does not act on its own: it
is a function of structural interests. Alford conceives of ideology not as the abstract
assertions of individuals, but as symbolic constructs made by structural interests to
preserve their legitimate role and organisation. First, he identifies ‘professional
monopolists’, which include physicians and other occupations with a monopoly over
certain types of work. Monopolistic status allows them to set up their activities in a way
that delivers real services to the population, but also provides a symbolic screen of
legitimacy which preserves their activities, income, prestige, and power from the outside
scrutiny and control. Secondly, Alford identifies ‘corporate rationalizers’ including
hospital administrators, medical schools, government health planners, public health
agencies, and researchers, all of which challenge the professional monopoly of the
medical profession over the production and distribution of health care in order to make it
more rational and responsive to changing technology and labour division in health care.

Lastly, Alford identifies the ‘community population” which include vulnerable ethnically,

12



socially, professionally, and geographically disadvantaged groups of the population
which require better and more affordable health care. Sometimes, these structural
interests can be organised into interest groups to demand a new hospital or a more
comprehensive insurance coverage, but most often these structural interests are

represented by ‘equal-health advocates’.

The Politics of the NHS and its update The New Politics of the NHS by the historian and
social policy student Rudolf Klein (1983, 2001) offer an exemplary description and
analysis of the policy process related to the establishment, development, and reform of
the British National Health Service (NHS). Instead of providing a full historical account
of events, the study focuses on chronologically selected topics that offer insight into the
NHS policy process. The study analyses the constantly evolving nature of the health care
policy arena as being determined by historically-specific sets of factors. In so doing, it
employs a pluralist interest group approach and considers policies as results of consensus
between various groups of actors, including the British Medical Association, Royal
Colleges, and other interest groups within the medical profession; trade unions; political
parties; and government agencies. In this regard, the study traces the evolution of actors,
and examines power distribution within the health policy arena. The second set of factors,
which are crucial for Klein’s analysis, encompasses policy ideas and ideology more
broadly. These are treated as factors influencing both policy change and the context in
which policy change occurs. Although the study focuses on Britain, the international
context is taken into account; for example, the establishment of the NHS in 1948 is
explained by both the Labour Party’s electoral victory and the international success of a
managerial ideology. Similarly, the radical changes introduced in 1989 are explained by
Conservative Party rule and an international shift in ideology towards restraining growth

of public expenditure.

Another historical account of health politics, Health Policies, Health Politics by Daniel
Fox (1986), takes a comparative view of Britain and the United States. The study
describes policies adopted by the two nations, and explains their adoption by examining

technocratic ideas behind policies. A peculiarity of the historical approach employed in
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this study is that it is based on the assumption that the past does not unfold towards the
present. Thus, the universal health care coverage is not considered to be a natural
development of history. Moreover, it is assumed that the alleged ‘progress of medicine’
does not make certain policies desirable, because medicine changes and advances
technologically, but it does not progress. Rather, the technological advances of medicine
create imperatives for policy because they change the beliefs about the purpose and
content of medicine. The study shows that such beliefs can transcend national borders, as
happened in Britain and the US. Because of shared beliefs, these countries had similar
ideas about organising health care which were based on the principle of hierarchical
regionalism. Despite the similarity of British and American technocratic ideas about the
organisation of health care, a difference in policies between the two nations occurred.
This difference is explained by the fact that these ideas were ‘refracted’ by the different
political culture in the US and Britain: a centralised polity in Britain versus a fragmented
one in the US; a rigid versus a fluid class structure; and a wide versus a narrow range of
ideological debate. In both countries, the role of public opinion and partisan politics in

‘refracting’ technocratic ideas is shown to be low.

Health Politics, by the political scientist Ellen Immergut (1992), is a comparative
historical study investigating health policy change in Sweden, France, and Switzerland.
The study focuses on formal political institutions, interest groups, and partisan politics.
Comparisons between the nations reveal both unique and common factors influencing
health policy processes and show that certain factors may be significant in one nation, but
have little explanatory power others. The central claim of the study is that, although
interest groups matter a great deal, it is neither their political resources nor the ideas they
have at their disposal that determine the balance of power between policy actors, but the
political institutions. Thus, political institutions are critical for the analysis of the policy
process and its outcomes. Although the role of partisan politics and interest groups
(above all, leftist parties and the medical profession) in the policy process is
unquestionably high, it was a combination of their political resources and the
opportunities provided by political institutions to influence political decisions that

determined unique configurations of interest coalitions and accounted for different
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outcomes of the political process in the three nations. The comparative perspective helps
Immergut arrive at opposite conclusions about the role of the medical profession in the
enactment of national health insurance legislation to Alford’s argument that the medical
profession can always veto enactment of national health insurance. Having analysed rich
historical material, Immergut concludes that there are no veto groups in society, but there

are veto points within the political system.

In his influential article Path Dependency, the political scientist David Wilsford (1994)
compares health policy reform in Germany, France, Great Britain, and the United States,
with a view to examining the role of history in health policy change and continuity. In
doing so, Wilsford incorporates conjunctural elements into structural explanations.
Conjunctures, or ‘windows of exceptional opportunity’, are the ‘fleeting comings
together of a number of diverse elements into a new, single combination’ (ibid., p.254).
Combined structural and conjunctural explanations overcome the inadequacy of purely
structural explanations (e.g. Alford, 1975; Immergut, 1992) to deal with policy change.
Wilsford attunes such combined explanations to a degree of history’s salience: ‘strong
history’, ‘medium history’, and ‘weak history’. Naturally, history’s salience accounts for
the strength of a structure. The stronger the structure, the more powerful and compelling
the conjunctures need to be in order to make it possible to depart from the well-
established path. For example, in the American case, strong history has never been
confronted with strong enough conjunctures, whereas in Germany the financial crisis of
unification and a new health minister mitigated the effects of history and allowed major

change to occur.

In Boomerang, the sociologist Theda Skocpol (1997) advances both a historical narrative
and a structural explanation of the outcome of Clinton’s health reform. The narrative
offers a detailed description of the institutional context and principal actors’ choices
which contributed to the failure of the reform. Instead of focusing on personalities and
unique events, an attempt is made to provide a more parsimonious explanation, which
hinges on the strategic choices made by bureaucrats on the grounds of their institutional

locations, political resources and ideas at their disposal. Another key factor in Skocpol’s
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explanation is past policy choices, namely the 1981 tax cut which brought about a federal
deficit. The latter greatly influenced Clinton’s choice of insurance instead of taxation as a
means of revenue collection; a choice considered to be crucial to the reform’s defeat.
Another strategic choice contributing to the defeat of the reform was not to have put
health care reform high on agenda in the first instance: it was only raised in the middle of
Clinton’s term in office. Altogether, this study’s explanatory framework includes actors,
institutions, ideas, and policy legacies, while such factors as ideology, public opinion,

and national values also play a minor role.

In Adapting the Welfare State, the political scientists Susan Giaimo and Philip Manow
(1999) compare patterns of health care reform in Britain, Germany, and the United States,
to show that responses to the common challenges of the welfare state retrenchment differ
across nations and that these responses have limited effects on social solidarity. Unlike
previous studies, Giaimo and Manow do not focus predominantly on the legislative arena,
but mainly examine the actors and institutions of the health sector. They conclude that the
structure of the health sector significantly influences the policy preferences and reform
strategies of key policy actors. For example, in structurally different health sectors, the
state has a different degree of leverage over providers and payers and these, in turn, may
define policy problems differently. In addition, the study recognises the importance of
policy legacies and ‘policy feedback’ effects (Pierson 1993). Implementation of reform
prompts policy feedbacks which can quicken, slow down, or alter reform. Therefore, if
the analysis of the actors and institutions of the health sector does not accommodate
‘policy feedbacks’, it risks missing out important changes and transformations within the

health sector.

In Accidental Logic, Carolyn Tuohy (1999) develops both a historical narrative and
theorisation of health policy formulation in the United States, Britain, and Canada. The
study attempts to construct a conceptual framework for understanding the interplay
between multiple factors which shape health policy-making, including legislators, health
sector policy actors, political institutions, public opinion, political culture, historical

legacies, policy ideas, and ‘policy feedback’ (Pierson, 1993). The framework draws on
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historical institutionalism, rational choice, and path dependency. It holds that policy
change occurs when primary policy actors have both political power and the political will
to implement policy change. However, opportunities for change in the health policy arena
stem from a broader political arena, and only periodically do policy actors in the broader
political arena open windows of opportunity for health policy change. At all other times,
health policy develops incrementally in accordance with the internal logic of the health
policy arena. Although the rigour and usefulness of this model can be doubted, it stresses
the importance of complex historical conjunctures or ‘accidents’. Furthermore, the
descriptions and explanations of health policy change in each country are detailed and
convincing, going beyond simplistic rational choice models to explore the unique
historical contexts of policy episodes which set parameters within which rational actors
make their choices. The dynamics of these parameters is rather path dependent, and they
change only when a new window of opportunity emerges. The parameters are analysed
within the dichotomy of structural and institutional dimensions. The latter refers to
instruments of social control such as hierarchy, market and collegiality, while structure
captures the balance of influence between key categories of health policy actors, i.e. the
state, the medical profession and private finance. This study has profited from the use of
a comparative perspective to distil common and particular features of the health policy
arena in each nation to arrive at its main finding: that health care systems in the three
nations have developed into what they are now ‘accidentally’ and that, if windows of
opportunity had opened at other times, they might have evolved differently. Another
important conclusion of the study is that, although all nations share a common logic of
the health policy arena and face common challenges, this logic is mediated by the
particularities of each nation so common challenges are experienced and responded to
differently in the context of each nation. Thus, recognition of the tension between the
common and the particular is indispensable for understanding policy process in each

nation.
An important article by the health policy scholars Adam Oliver and Elias Mossialos

(2005), European Health Systems Reforms: Looking Backward to see Forward?, reviews

health policy change in Europe over the last three decades with a view to evaluating the
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explanatory power of various political science variables and theories. The authors focus
on the explanatory power of a great many variables including policy actors, institutions,
ideas, history, and culture within the three branches of new institutionalism — rational
choice, sociological, and historical institutionalism. Having reviewed research evidence
from eleven European countries, the article stresses that the new institutionalist
approaches can advance the understanding of health policy change in different countries,
but questions the possibility of obtaining a satisfactory parsimonious explanation within
one approach and cross-nationally, concluding that: ‘it is... reasonably clear that a single
explanatory theory cannot account for all of the health sector developments that have
occurred within any individual country, let alone across many countries with diverse
cultures, histories, institutions, and interests’ (ibid., p.25). The authors call for the
combined application of different theoretical approaches to the explanation of health

policy change and continuity in individual countries.
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PART I: METHODOLOGY AND METHODS



CHAPTER 1: AN ANALYTICAL FRAMEWORK

The reviewed studies have revealed a variety of explanatory factors, underlying
theoretical concepts and assumptions. These provide a solid basis upon which to organise
an analytical framework for the current study. The need to employ an analytical
framework, instead of theory stems from the fact that, presently, there is no undisputed
theory to explain the case under investigation. This chapter fleshes out an actor-centred
institutionalism framework to be used in the current study and, within this framework,
proposes to pay special attention to the effects of ideas and history on the health policy
process. The chapter concludes by outlining the elements of the analytic narratives
approach which are utilised in the current study, with a view to embedding the

explanation of the case into a rich descriptive narrative.

Theory versus an analytical framework
Esping-Andersen (2000) rightly observed that, in today’s fast-changing world of ‘post-

something’, there is no ‘real’ theory to explain welfare state developments and advocated
using theoretical concepts from previous research as ‘suggestive Leitmotifs’, in order to
reduce the complexity of the phenomena under investigation and preserve a disciplinary
coherence. The apparent absence of covering-law theory in my field prompts me to use
theoretical concepts derived from relevant literature in a ‘modular’ way, that is, to devise
explanations consisting of several theoretical modules linked by a partial theory or
narrative (Scharpf 1997). In so doing, an analytical framework can fill the role of theory
in guiding research and allow it to focus on the most important explanatory factors
(ibid.). Since the analytical framework is employed to collect data and organise evidence,

it should be as inclusive as possible.

The framework that I am going to use is based on the main tenets of ‘actor-centred

institutionalism’:  methodological individualism, rational choice theory, actor
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constellations and modes of interaction between actors, and institutional settings (Scharpf

1997).

Methodological individualism stresses that all social interactions are interactions
among purposeful individuals and therefore prescribes to explain social
interactions in terms of facts about individuals (Lukes 1968; Arrow 1994). Given
that individuals have the ability to act in many capacities as representatives of
composite actors, such as political parties, government agencies, interest groups,
etc., I shall concentrate on the preferences of composite actors in whose interests
individuals act; yet when necessary I shall zoom in to the level of individuals.
Rational choice theory provides a useful set of assumptions about actors and their
policy preferences, namely that they are self-interest seeking, means-end
instrumental, and far-sighted. However, these assumptions are unrealistic as the
actors’ rationality is often bound by the existing institutions and actors often have
incomplete information and limited computational abilities to process it, operate
under short-term horizons and do not always anticipate the consequences of their
actions. Therefore, the current study does not employ formal rational choice and
game theory models. Though it starts with the basic assumptions of rational
choice theory, alternative assumptions are used where those do not match reality.
Actor constellations are central to the analysis of policy decision-making because
this is usually carried out through the interaction of several actors with different
capabilities, policy preferences and strategies to realise their policy preferences.
The same policy problems may be tackled by the same actors differently in
different actor constellations, and modes of interaction between actors affect
decision-making too. The same actor constellation may produce different policies
depending on whether actors choose their strategies in the situation of
competition, negotiated agreement, voting, or hierarchical direction.

Institutional settings play a paramount role in decision-making because they
channel interaction of policy actors and give it meaning. Broadly, institutions are
‘rules that structure the courses of actions that a set of actors may choose’
(Scharpf, p.38). National and international law, parliamentary and administrative

procedures, collective bargaining arrangements, and other formal and informal
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rules not only enable or constrain choices of policy actors, but also define their
legitimate scope of action and capabilities, and determine how their choices will
be understood by other actors.

In what follows, I shall discuss explanatory factors deduced from the literature reviewed

in relation to the analytical framework and the objectives of the study.

Actors

‘The people’ vs. elites

According to what Schumpeter (1984) calls ‘classical doctrine’, democracy is the rule of
‘the people’ who have rational policy preferences on every issue (including health care)
and select representatives who are to translate these preferences into policy. During
Communist rule, CEE countries were not democracies: ‘the people’ did not have the
freedom to choose their representatives or to stand for election. The Communist Party, as
a vanguard of society, selected people’s representatives and then ‘the people’ endorsed
them through an unopposed vote. Given that the Communist Party was not open for
everyone who wanted a political voice to join, nomination of candidates for people’s
representatives inside the party was not carried out through democratic procedures;
moreover, ‘membership in the party has generally required much more strenuous activity
than most people in those countries were prepared to give [in order to have a political
voice]’ (Macpherson 1966, pp.21). It is, therefore, only fair to say these countries were
‘vanguard states’ rather than democracies (ibid.). As a result, during Communist rule,
health policy was determined by homogeneous Communist elites. The latter are
‘incumbents: those who are collectively the influential figures in the governance of any
sector of society’ (Marvick 1977, p.111). It is interesting to examine whether, during
post-Communist democratic transition, health policy change was initiated by ‘the
people’, through their representatives, or by those elites autonomously. In doing so, I
shall use two competing theories of democratic policy-making which both stem from

Schumpeter’s doctrine of democracy.
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The economist Schumpeter disputed the ‘classical doctrine’ of democracy and stressed
the role of elites in democratic decision-making. He showed that in reality ‘democracy is
the rule of the politician’ — a type of the entrepreneur ‘dealing in votes’ — who on their
initiative select issues and decide to compete for votes in order to win political office
(Schumpeter 1984). Incumbent political leaders risk not being re-elected if they do not
act in the interests of their constituents, but ‘the people’ do not control political leaders in
office. Political parties further restrict the free selection of the people’s representatives
because parties not ‘the people’ decide who appears on the party lists of electoral
candidates. Thus, in democratic practice, the role of ‘the people’ is limited to accepting
one of the competing candidates vetted by their parties in order to produce Parliament
which, in turn, produces the government. Moreover, public choice theorists developed
Schumpeter’s theory further and empirically demonstrated that self-interest seeking of
elites can lead to the adoption of public policies which go against the interests of the

general public (Downs 1957; Buchanan & Tullock 1965; Olson 1965).

Some modern theories of democracy accept the central role of elites in democratic
policy-making, but diverge from Schumpeter in assessing the interests served by these
elites. Pluralist theory (Truman 1951; Dahl 1967, 1971; Hirst 1989) maintains that there
is more competition between elites than Schumpeter acknowledged. Competition
between elites allows ‘the people’ to determine public policy, by electing elites who
represent their interests and through participation in different organised groups which can
put pressure on elected politicians. Pluralist theory assumes that there is a cross-
membership of ‘the people’ in different organisations and a plurality of organised
interests, so that power is widely dispersed in society. As a corollary, public policy is
made through bargaining and conflict resolution between competing and frequently
changing elites. In contrast, elite theory (Mills 1956; Domhoff 1967; Dye 2001)
maintains that competition between elites is limited to a narrow range of issues, as elites
agree on more issues than they disagree. Thus, ‘the people’ do not exercise real choice
during elections and leaders of different organised groups act to preserve their leadership
positions more than to advance the interests which they are supposed to represent. This

creates homogeneous elites with a common interest in the preservation of power within
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an existing institutional framework. Consequently, public policy is made through interest
accommodation and conflict reduction by self-interested elites who disagree primarily on

the means rather than the ends of public policy.

Political parties
The majority of the studies reviewed show that party politics was crucial for the

enactment and further development of social health insurance programmes. To analyse
the impact of party politics on health policy process, both class-based and interest group
approaches can be employed. The ‘democratic class struggle’ (Korpi, 1983) or ‘power
resource theory’ (Korpi 1985) approach argues that class-based partisan politics
determine what input political parties contribute to social policy. This approach is based
on the observation that resources in the market and politics are distributed according to
different patterns. In the market, economic resources are distributed unevenly between
different classes and interest groups. But in democratic politics such political resources as
the right to vote and the right for collective action are distributed evenly among all
citizens. Democratic politics, therefore, provides an opportunity for the majority with
poor economic resources (the working class) to mobilise their political resources in order
to alter the workings of the market for their benefit. When the working class succeeds in
mobilising its political resources, usually through trade unions and leftist political parties,
it can achieve sufficient political power to correct the uneven distribution of economic
resources via social policies. Given that, in the beginning of the post-Communist
transition, the class structure in CEE did not reflect the dualistic division between labour
and capital, it is not implausible that the actual distributive conflict was likely to be
couched in non-class terms. Interest group theory looks at the influence of economic and
democratic changes on the structure of group resources and argues that party politics is
driven by political struggle between various interest groups defined by ascriptive
characteristics such as age, retirement status, occupation, and region (Pampel &
Williamson 1988, 1989). As politicians seek the support of interest groups to win

elections, interest groups convert their political resources into leverage on policy-making.
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The explanatory power of either approach in CEE depends on whether party competition
was programmatic. It was shown that, in mature democracies, party competition is
programmatic and that there is a strong correlation between what parties stand for during
elections and what they actually do when elected (Klingemann et al. 1994). The
application of both approaches to the case in question may prove problematic if, in the
aftermath of regime change, party competition was not programmatic and health policy
change was not on the political agenda. It is argued that, during the first democratic
elections (founding elections) in CEE, programmatic competition between political
parties was limited (Evans & Whitefield 1993; Kitschelt 1995). Despite this, it was
important for the electorate to learn about different parties, policies, and their impact on
welfare. In line with the ‘political learning’ hypothesis, it is plausible that, as the
electorate’s political sophistication and class awareness grew with every consecutive
election, so did levels programmatic competition between parties (Evans 1999; Evans &
Whitefield 1999). Given that health and health care are of concern to all citizens, one
might expect that health policy generated public debate which impacted on the
programmes of the contesting political parties and that office holders would implement

health policies according to their electoral pledges.

The state
Previous studies have demonstrated both that a variety of actors participate in the health

policy process and that the state is perhaps the most influential. As an actor, the state is
associated with independent policy initiatives and responses to those of other actors. The
state is conceptualised either as a single actor or a composite actor, comprised of
Parliament and a number of government agencies. The single-actor view may be most
relevant to my case, because CEE states inherited considerable administrative capacities
from socialist times, strong political will to implement changes, and a limited time scale
in which to do so. An architect of Polish economic reforms, Leszek Balcerowicz,
describes the period of early post-Communist transformation as one of ‘extraordinary
politics’ (Balcerowicz 1995). He argues that radical change was possible because, during
this time, a spirit of revolutionary enthusiasm coupled with a readiness to make

‘sacrifices’ for a better future endowed reformers with the “political capital’ necessary to
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carry out radical changes. Once this ‘political capital’ was exhausted, ‘normal politics’
returned and the opposition reduced the scope of further progress to incremental changes.
It is possible that the early transitional period offered extraordinary opportunities to small

groups of decision-makers in the government to initiate radical health policy changes.

Explanation of subsequent policy changes, i.e. when politics returned to normal, can
profit from regarding the state as a composite actor. At this stage, enactment of certain
policies can be conceptualised as the outcome of bargaining games arranged
hierarchically within Parliament and the government, between agencies with different
competencies, distinct policy preferences and unequal bargaining power. In light of
pluralist theory, we can consider elected politicians, government officials and bureaucrats
in various agencies as separate groups with their own interests and power resources.
Alternatively, we can consider office holders as homogeneous elites acting to reduce
conflicts in order to preserve their power. However, in the period immediately after
regime change new elites might not have developed common interests to a sufficient
level to reduce potential conflicts without taking these to the public domain. It is
therefore interesting to investigate whether health policy change depended on conflict
resolution between fluid elite coalitions or on conflict reduction between permanent,

quickly-developed elites.

Interest groups
Different studies emphasised the pivotal role of interest groups in the health policy

process. These included health care providers, health insurance funds, pharmaceutical
and medical device industry, patient associations, and, above all, the medical profession.
The influence of the medical profession can be explained by institutional and/or political
variables. Firstly, institutional explanations stress the unique features of the medical
profession, such as shared experience, collegiality, professional autonomy and even
monopolistic position in the market. Because these features are institutionalised, the
medical profession is theorised as a ‘structural interest group’ whose interests are served
‘by the way they “fit” into the basic logic and principles by which the institutions of a
society operate’ (Alford, 1975, p.14). Secondly, political explanations focus on the power
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resources of the medical profession and its ability to promote its interests through
organised action. The success of this action depends on the political and economic
resources available to the medical profession vis-a-vis other policy actors and on the
ideology of dominant political parties. Thirdly, combined explanations suggest that a
complex interplay of institutional structure and power resources of key policy actors
during the health policy-making process determines whether the medical lobby succeeds

or not.

In CEE, the power resources of the medical profession were dramatically lower than in
the West. Officially, doctors did not enjoy professional monopoly because the medical
profession was incorporated in the state and there was no market. In practice, however,
doctors profited from under-the-table gratitude payments from patients and it was doctors
working for state institutions who judged the conduct of and set routines for other
doctors. Furthermore, doctors were well represented in both Parliament and government.
Many MPs were doctors and often the Ministry of Health was the ‘ministry of the
medical profession’ (Barr 1996, p.27). Nonetheless, the medical profession itself may
still have been incapable of acting as a homogeneous interest group, since the interests of
medical professionals varied according to organisation and medical specialisation. For
example, there were divisions between different specialities and, even within the same
speciality, there was differentiation between solely practising doctors, doctors combining
practice and research, and doctors who had risen to the ranks of administrators; doctors in
primary, secondary and tertiary health care; doctors in central and local health care
organisations; as well as divisions between different age groups. After the collapse of
Communist rule, divisions between different specialties were reinforced along lines of
profitability. One issue worth investigating is how, during post-Communist transition, the
medical profession established its autonomy from the state and whether new
organisations of the medical profession managed to influence health policy change to
their advantage. Also, it is important to explore whether health care providers, health
insurance companies, and other organised interests influenced post-Communist health

policy change.
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Supranational organisations
In addition to domestic actors, supranational organisations might have influenced health

policy change in CEE. Some argue that, in the 1990s, ‘global social policy’ became
reality, as Washington-based supranational organisations set a right-wing social policy
agenda in Hungary, Bulgaria and the Ukraine (Deacon ef al. 1997). Conversely, some
argue that, in the beginning of post-Communist transition, supranational organisations
were not concerned with social policy and, therefore, domestic policy-makers were free
to come up with new solutions for social services in ‘an idiosyncratic manner that
reflected momentary alignments of intellectual and political recourses and historical
conditions in a particular country’ (Orenstein & Haas 2002), p.14). However, even if free
to set social policy, domestic policy-makers might still have been influenced by
supranational organisations, for instance by new policy ideas (Walt 1994; Zarkovic &
Satzinger 1997; De la Porte & Deacon 2002; Lee & Goodman 2002). Apart from
Washington-based supranational organisations, the European Union (EU) may have
influenced health policy change in CEE countries. This influence may have come in the
form of the ‘soft regulations’ regarding EU accession, funding and technical assistance
for certain programmes, and training of the state bureaucracy. Altogether, it is
worthwhile to explore the role of supranational organisations in post-Communist health

policy change.

Institutions
The previous section outlined major health policy actors and how they can impact the

health policy process. However, policy preferences of the actors alone do not fully
explain the complexities of the process. A framework of institutions within which actors
operate channels their interaction and gives it meaning. Examination of institutions and
their effects on the policy process is, therefore, indispensable for the analysis of health
politics. As the reviewed studies demonstrate, such an examination may involve three
different approaches to institutions. First, Marmor (1970), Giaimo and Manow (1999),
and Tuohy (1999) discuss how rules governing decision-making influence the strategic
choices made by rational policy actors. Here, the decision-making rules represent

institutions. Second, Marmor (1970), Alford (1975), and Klein (1983) focus on formal
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organisations, administrative procedures, and shared codes of behaviour. In this case,
information processing routines, or moral templates, represent institutions. Third,
Immergut (1992), Skocpol (1997), and Tuohy (1999) examine the influence of historical
institutions such as legacies, rules, and norms on the choices of policy actors. Below, I
discuss different approaches to institutions and how they can elevate the understanding of

the health policy process.

The idea of institutions is not new to political science. Even Plato and Aristotle dealt with
institutions in their writings as they elaborated on justice, freedom and other values
embedded in political institutions. Between then and the early 20™ century, mainstream
political science consisted of the appraisal and evaluation of political institutions against
certain values. The behavioralist movement switched the attention of political scientists
from ideal values to the preferences of real individuals. The behavioralists assumed that
preferences were revealed through behaviour, and that the aggregation of interests
through efficient summation led to an equilibrium. New institutionalism, which emerged
in the 1970s, questioned these assumptions. The counter-assumptions were that
institutions somehow channelled choices, interests could not be simply aggregated, and
therefore that equilibrium was problematic (Immergut 1998). Table 1 outlines the concept
of institutions, the ways of forming preferences, and the aggregation of choices made by

behavioralism and the three branches of new institutionalism.

Table 1: Behavioralism and three branches of new institutionalisms

INSTITUTIONS PREFERENCES AGGREGATION
Behavioralism Arenas Revealed through Efficient summation
political behaviour
Rational Choice Decision rules Strategic choice Choice imposed by
Institutionalism institutions
Sociological Information processing Bounded rationality, Standard operating
Institutionalism/ routines, cues and scripts, | Interpretative frames procedures
Organisational moral templates, cognitive
Theory paradigms
Historical Rules, norms, procedures, | Alternative rationalities, | Contextual logic of
Institutionalism legacies Social construction of | causality
interests

Source: adapted from Hall & Taylor (1996) and Immergut (1998)
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Rational choice institutionalism and functionalist explanations
Rational choice theory provides a consistent account of the human rationality, assuming

that actors are self-interest seeking, means-end instrumental and far-sighted, and that
policy results from the strategic choices of policy actors who try to maximise their
benefits and minimise their costs. However, it is widely acknowledged that the
assumptions of rational choice theory are too strict and often they do not match reality
(Jones 2001; Schram & Caterino 2006). The rationality of policy actors is often
constrained by existing institutions; moreover, actors have incomplete information and
limited computational abilities to process it, operate under short-term horizons, and often
fail to anticipate the consequences of their actions. Nonetheless, rational choice theory is
still a useful starting point for formulating falsifiable hypotheses about political decision-

making (Dunleavy 1991; Elster 2000), or as Pierson authoritatively argues:

(1) Functionalist premises about institutional origins and change should be replaced by
functionalist hypotheses; and (2) functionalist hypotheses should be supplemented and contrasted

with hypotheses stressing the possible nonfunctionalist roots of institutions (Pierson 2000, p.493).
In a similar vein, Miller (2000) argued that, although functionalist premises about
institutional origins and change are not defensible, an emphasis should be put on co-
operation rather than competition between rational choice and other forms of explanation.
Miller (ibid.) showed that the application of rational choice analysis to the policy arenas
where it fails to provide satisfactory explanations can explain inefficient or

‘dysfunctional’ institutions through the inefficiencies of politics.

Within the assumptions of rational choice theory, there are two approaches to explaining
the origins and change of institutions. Both suggest that explanations of institutional
origins and change should be found in the functional consequences of institutions for
those who created them at certain moments and under specific conditions, but they focus
on different types of consequences. First, public choice theorists focus on the problems of
collective action and co-operation between self-interested actors who are supposed to
solve these problems (Downs 1957; Buchanan & Tullock 1965; Olson 1965). They
explain public policies as solutions to collective action problems made jointly by self-
interested policy actors and show that self-interested policy actors can produce public

policies which suit their common interests but go against the interests of the general
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public. According to this approach, new institutions can be created or old ones changed
when the policy environment and conditions change with the effect that policy actors can
increase their pay-offs through co-operation. Second, power resource theorists go beyond
the problems of collective action and the aggregation of interests, focusing on the
distributional effects of institutions. Power resource theorists show that trade unions and
Social Democratic parties acted together against the interests of capital in order to expand
the welfare state (Korpi 1983; Shalev 1983; Korpi 1989). According to this approach,
new institutions can be created or old ones changed when there is change in the

preferences of powerful policy actors or the balance of power between them.

When explaining early post-Communist health policy change in CEE, it is problematic to
distinguish clearly between the two approaches because, after the collapse of Communist
rule, the explanatory variables employed in both approaches changed. Furthermore,
explanation of subsequent health policy change in terms of the changing policy
environment/conditions is challenging because health policy-making institutions were in
flux. Nonetheless, this approach may provide useful insights into the inefficiencies of
politics, because early post-Communist health policy change was expensive and created a
number of dysfunctional institutions. The second functionalist approach is particularly
appealing for the current study because, in a relatively short period of time, there was a
lot of change in the balance of power between policy actors and their policy preferences.
Therefore, I shall start analysis with the functionalist assumptions; but, when these do not
match reality, I shall use insights from other branches of institutionalism to identify

political factors to explain why.

Sociological institutionalism and ideational explanations
The sociological branch of institutionalism emphasises that new institutional

arrangements can be adopted, not because they provide efficient solutions, but because of
‘the role that collective processes of interpretation and concerns for social legitimacy play
in the process [of adopting particular institutions]” (Hall and Taylor, 1996, p. 20).
Cognitive paradigms — i.e. ‘taken-for-granted descriptions and theoretical analyses that

specify cause-and-effect relationships, that reside in the background of policy debates and
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that limit the range of alternatives policy makers are likely to perceive as useful’
(Campbell 2002, p.22) — may prompt policy makers to act according to the logic of what
is ‘appropriate’ and how their actions will be interpreted, rather than the logic of
efficiency and calculated self-interest seeking. However, the fallacy of the sociological
approach to institutions is that, unlike rational choice institutionalism, it is ‘bloodless’ in
the sense that it can miss ‘a clash of power among actors with different competing

interests’ when new institutional practices are adopted (Hall and Taylor, 1996, p. 21).

Insights from the sociological approach can be useful for assessing the role of ideas in
policy change (Blyth 1997; Campbell 1998; King 1999; Gottschalk 2000; Campbell
2002; Lieberman 2002; Bleses & Seeleib-Kaiser 2004; Beland 2005). Hall proposed to
examine shifts in policy paradigms and associated with them changes in second- and
first-order policy ideas, i.e. those related to the policy instruments and their precise
settings used to attain goals specified by policy paradigms (Hall 1993, p.278). He argued
that a new policy paradigm succeeds the old one when the state finds itself in a crisis and
the old paradigm fails to explain it; the new paradigm provides both an explanation of the
crisis and a way out (ibid.). The rational choice approach does not deny the impact of
ideas on policy-making (e.g. Goldstein & Keohane 1993); both agree that, once policy
paradigms become institutionalised, they impact policy-making by enabling or limiting
certain policy options. However, while the rational choice approach argues that ideas are
only instruments to mobilise collective action, the sociological approach maintains that
ideas are also preconditions for it. The central argument against a purely rational choice
approach is that ideas exist prior to individuals and, therefore, a flow of ideas determines

policy at least as much as the choices of individuals (Blyth 1997).

After the collapse of Communist rule, the reduced role of the state and the introduction of
market mechanisms in the health sector in CEE coincided with the same development in
the West. Therefore, it is interesting to explore whether the same ideas influenced health
policy change in the East and the West. If so, it is interesting to examine the logic behind

the diffusion of Western reform patterns in the East. What role exactly did Western ideas
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play in post-Communist policy change in the East, at what stage of policy-making were

they introduced, who advocated these new ideas, and why?

Historical institutionalism and historical explanations
Historians argued that ‘the past... survives in the present’ and history provides

knowledge of what can be done in the present, on the basis of what was achieved in the
past (Collingwood 1961, pp.14, 256). While historians stress historical irregularities,
historical institutionalists have developed an interest in historical institutions in order to
find historical regularities in social change. Historical institutionalists do not necessarily
disagree with the functionalist and sociological approaches to the explanation of
institutional origins, but they stress a completely different logic of institutional change.
The first two approaches explain institutional change in terms of the factors responsible
for their origins, but the historical institutionalist approach draws a clear line between the
factors behind institutional origins and those influencing institutional change. The central
historical institutionalist argument is that the past influences the present. For analytical
purposes, it is helpful to distinguish between two mechanisms of the past’s influence on

institutional continuity and change.

First, it may be argued that, when Communist rule collapsed, policy actors realised that
policies from the immediate past no longer suited the new circumstances. In searching for
new policies, actors recalled the pre-Communist practices and for the most part borrowed
health policies from the pre-Communist institutional template. Even before the post-
Communist transition started, it was suggested that during hard-line Communist rule CEE
countries had deviated from their historical path and thus sooner or later they would re-
enter the same trajectory again but at a more advanced stage of development (Szelényi
1988)." In line with this argument, the introduction of health insurance in CEE countries
was considered to be ‘path dependent’ (Mossialos & Dixon 2002, p.291). It was shown
that, before Communist rule, CEE countries had Bismarckian health insurance systems,

as in the rest of Europe, and that after the collapse of Communist rule they attempted to

"In the case of the most liberal Communist CEE country, Hungary, it was plausibly argued that already in
the 1980s she was returning to the trajectory it left after the Communist takeover (ibid.).
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come ‘back to Bismarck’ (Marrée & Groenewegen 1997) and ‘back to Europe’ (Deppe &
Oreskovic 1996). It is therefore interesting to examine empirically whether and to what
extent post-Communist health insurance policies were in fact borrowed from the pre-

Communist institutional template.

According to the path dependency argument, ‘actors are hemmed in by existing
institutions and structures that channel them along established policy paths’ (Wilsford
1994). From this vantage point, obsolete pre-Communist institutions represented ‘weak
history’ (ibid.), so post-Communist health policy should rather have been influenced by
Communist institutions, thus in effect implying that policy change was unlikely.
However, it was argued that post-Communist reforms in different CEE countries would
not necessarily be influenced by Communist institutions, but rather by ‘the differing
paths of extrication from state socialism that shape the possibility of transformation in the
subsequent stage’ (Stark 1991, pp.20-21). Another part of this argument held
‘[c]apitalism cannot be introduced by design in a region where the lessons of forty years
of experimentation by a rational hand have made the citizenry cautious about big
experiments’ (Stark 1991, pp.19). The two parts of this argument can possibly hold true
only if applied to formal institutions. If, in a sociological institutionalist fashion, we think
of institutions as moral templates then post-Communist reformers, who were used to the
Communist moral template, should have continued the rational hand experimentation
after the collapse of Communist rule. Also, a snapshot view of enacted policies suggests
that the path of extrication from state socialism was rather patchy and many early policy
changes were reversed. Therefore, it is important to examine in detail whether post-
Communist health policy change took a distinctive path immediately after 1989 and

whether earlier policies determined subsequent ones.

Analytic narratives
The above section fleshed out an actor-centred institutionalism framework to be

employed in the current study and, within this framework, proposed to pay special
attention to the effects of ideas and history on the health policy process. The ambition of

this study is to identify and explore the actors involved in the health policy process at
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each given time, what interests they had, how they perceived health policy change, which
policy options and preferences they held, what strategic choices they made, how policy
actors interacted among themselves, and what institutions aided or limited their
interaction and choices. The current study aspires to tell a story explaining health policy
change and its driving forces. By embedding an explanation in a rich descriptive
narrative, it shares a common ground with the ‘analytic narratives’ approach (Bates et al.

1998; Levi 2002, 2004).

There are crucial differences, but also similarities, between the current study and the
analytic narratives approach. Both rely on the assumptions of rational choice theory and
the theoretical concepts of new institutionalism. Likewise, I attempt to provide a rich
historical account through an in-depth case study and the application of rigorous research
methods. Both the analytic narratives approach and the current study are not concerned
with testing theory in the first place, but interested in theory primarily to explain the case
under investigation. By stating the assumptions and ways of reasoning, both the current
study and the analytic narrative approach attempt to arrive at falsifiable explanations.
Unlike the analytic narratives approach, however, the current study does not employ
formal rational choice and game theory models. Instead, the current study aims to give a
substantive treatment to health policy problems, ideational factors, and history. Also,
whenever appropriate, the current study uses statistical data to analyse health policy
problems. In the next chapter, I explain in detail the research design of the current study

and the methods employed to build an analytic narrative.
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CHAPTER 2: RESEARCH DESIGN AND METHODS

The current study has a qualitative design with mixed ideographic and nomothetic
objectives. The two major research methods employed here are case study and process-
tracing. This chapter discusses the research design and research methods in relation to the
objectives of the study, then details data collection strategies and methods of analysis,
before addressing the limitations of the research design in terms of its validity and
reliability. Finally, the chapter introduces validity and reliability checks to enhance the

epistemological rigour of the study.

Research design

Mixed ideographic and nomothetic case study
The objectives of the current study are both ideographic, i.e. individualising and

interpretative, and nomothetic, i.e. generalising and theory-seeking (Eckstein 1975). The
core objective is to explain the case in question using explicit theory. In this respect, the
current project is an ‘interpretative case study’ (Lijphart 1971), corresponding to
Eckstein’s ‘disciplined-configurative case study’ (Eckstein 1975). Another objective is to
generalise from the case under investigation, thereby contributing to theory-building.
This can be done by: a) attempting to develop generalisations in areas where there is no
major theory and b) using various theoretical insights from previous studies to confirm or
falsify existing theories. From the strictly positivist perspective, the significance of such
theory-seeking exercise is limited because it focuses on a single case. However, a single
case should not be mistaken for a single observation (Rueschemeyer 2003, p.332). As the
study explores many decision-making points over a prolonged period of time, it examines
the explanatory value of a great many elements of the analytical framework in many
instances. Furthermore, the small-N problem challenges the strictly positivist perspective
that a single case study cannot generate theoretical insights. There are only a small

number of comparable cases and, therefore, a positivist quest for universal theory is
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problematic. The advantage of a single case study is that, instead of concentrating on only
a few explanatory variables in a large number of poorly comparable cases, it is possible
to investigate many variables related to the explanatory framework in a rich context.
Investigating the explanatory power of the analytical framework is valuable because it
helps to identify a number of casual mechanisms and specify conditions under which they
operate. Therefore, a single case study can capture complex non-linear logics, which may
plausibly apply to other cases, or within-case observations under certain specifiable

conditions.

The qualitative case study method is used, instead of quantitative statistical methods,
because the former is able to capture the types of the causal process occurring in policy-
making better than statistical methods. The latter are indispensable to explaining linear
causality, i.e. causality where one event causes another one in a chain of events similar to
falling dominoes. In policy-making, however, linear causality is seldom observed. Policy-
making outcomes are usually products of complex interaction between a number of
converging causal chains with many, often interdependent, variables working together.
Therefore, to capture such complex interaction, extremely advanced statistical models are
required. Moreover, statistical models currently available to social scientists are based on
linear cross-tabulation; even if they were advanced enough, it would be difficult to collect
all the required quantifiable data. Contrary to that, qualitative methods for data collection
and analysis are well-established and accessible. Furthermore, a qualitative design is
more advantageous because of an apparent lack of covering-law theory in the field of
health politics. Quantitative research methods are characterised by deductive reasoning
based on theory, which is required to generate explicit and testable hypotheses.
Conversely, the case study method employed here proceeds by inductive reasoning based
on a detailed historical narrative. This is also better to capture another type of causality
common in policy-making, i.e. path dependency. Qualitative research methods allow one
to analyse inductively to what extent policy choices are restricted by previous decisions;

whereas statistical methods cannot really offer this kind of analysis.
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Crucial case study
The mixed epistemological objectives are not unique to the current study. However,

unlike other researchers with similar objectives, [ was not ‘fascinated’ by particular cases
in the first instance and, thus, did not let the case under investigation select me, as Bates
et al. (1998, p.13) claim their cases selected them. Rather, I became fascinated by the
case in question only after selecting and studying it. The main reason for selecting the
Czech Republic is that it is a ‘crucial case’ for the study of health politics in CEE. As
proposed by Verba (1967) and popularised by Eckstein (1975), ‘crucial cases’ are ones
that are extreme on pertinent measures and either closely fit or completely do not fit
tested theories. Thus, the case of the Czech Republic is selected chiefly because it
witnessed more successful, failed and reversed health policy change than any other CEE
country. The time period of the current study is limited to 1989-1997 because most post-
Communist reforms were attempted and enacted during this period. Although Hungary
was the first CEE country to launch social health insurance, the Czech Republic was the
first country in the region to introduce multiple competitive health insurance funds.
Furthermore, the Czech Republic experienced the highest degree of deregulation and
decentralisation in health care (Jaros et al. 2005). Lastly, the Czech Republic drew up the
most ambitious plans for health care privatisation in the region and started implementing

them before other countries.

Besides the amount and magnitude of health policy change, the Czech Republic is the
most advanced sizeable political economy in the CEE region. After Slovenia, the Czech
Republic has the second most developed economy in terms of GDP per capita (IMF
2007) and the second highest public health expenditure per capita (Waters et al. 2008). It
can be assumed that a high level of development justifies the application of theoretical
insights from Western literature to the Czech Republic, which may not apply to less
economically developed countries. Also, it can be assumed that a very small size of the
population and health care sector accounts for a low variation of political and economic
interests in health politics. Therefore, the Czech health politics is more representative of
CEE, because Slovenia’s population (2m versus 10.3m in the Czech Republic versus

14.7m CEE average) and health sector (18,000 doctors and nurses versus 130,000 in the
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Czech Republic versus 121,000 CEE average) are among the smallest in the region
(Albreht et al. 2002).> Thus, just as the most economically developed Western European
nation, Luxembourg, is not representative of Western Europe, Slovenia is not
representative of the most advanced CEE political economies or CEE generally.
Moreover, the case of Slovenia is complicated by the violent dissolution of Yugoslavia

and the establishment of the national Slovene state for the first time.

Process-tracing method
The process-tracing method is employed to describe and explain the health policy-

making process. This ‘attempts to identify the intervening causal process — the causal
chain and causal mechanism — between an independent variable (or variables) and the
outcome of the dependent variable’ (George & Bennett 2005, p.206). As the present
study concentrates on a series of policy-making outcomes over an extended period of
time, this requires a broad range of empirical within-case observations. Therefore, the
process-tracing method not only helps one formulate causal explanations of policy-
making outcomes, but also creates a ‘thick description’ (Geertz 1973) of the policy-
making process.” The current study does not attempt to follow the exact prescriptions of
this famous anthropological method, but nonetheless every attempt is made to create a
description of the policy-making process as comprehensive and relevant to the objectives

of the current study as possible.

Process-tracing can be done in many ways, depending on how general or detailed, and
analytic or descriptive, a narrative is. The aim of the current study is to create a historical
account of how events unfolded and decision-making took place that is as complete as the
collected data allowed. This is necessary for two reasons. First, by giving the reader an

appreciation of the collected data in a ‘raw’ form, my analysis is made more transparent

? Here, I employ WHO data for around 2000 and the WHO grouping of CEE countries, which includes
Albania, Bosnia and Herzegovina, Bulgaria, Croatia, Czech Republic, Estonia, Federal Republic of
Yugoslavia, Hungary, Latvia, Lithuania, Macedonia, Poland, Romania, Slovakia, and Slovenia (Albreht et
al. 2002).

3 Geertz (1973) uses an example of a person who rapidly opens and closes his eye to argue that a ‘thin
description’ of this process that just states that an eye is opened and then closed is not enough. What is
needed is a ‘thick description’ that interprets this eye movement, depending on its specific context, as either
an involuntary twitch, a conspiratorial wink, or a parody of a conspiratorial wink.
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and, hence, the whole study more objective. Second, a detailed historical account is
important for generating hypotheses about possible causal mechanisms and, therefore, for
developing a more analytic form of process-tracing. This is achieved through use of the
analytic narratives approach, with its explicit emphasis on deductive theory and
underlying assumptions. Consequently, the initial detailed historical narrative makes it
possible to derive hypotheses inductively, paving the way to an analytical causal
explanation. To a certain degree, however, the resultant explanation is only partial. The
collected data is not comprehensive and, even if it was, it is not possible to ground data
analysis fully upon available theory. The current state of theory in the field of health
politics is not adequate enough to cover the whole policy-making process over the period
under investigation. I discuss the limitations of the research design of the current study in

terms of its validity and reliability and how to enhance its rigour later in this chapter.

The process-tracing method has at least two advantages over statistical methods in
contributing to nomothetic studies. First, process-tracing can reduce the problem of
indeterminacy, specifically in cases where, due to the intervening variables, there can be
many explanations but no fact-of-the-matter determining a correct explanation (George &
Bennett 2005, p.207). Whereas statistical analysis does not explain how explanatory
variables are linked to each other, in a process-tracing case study data are collected and
analysed in a way that shows how variables interact. Although the development of data-
processing techniques has encouraged a kind of research in which ‘anything one can
think of is cross-tabulated and correlated with just about everything else’ (Eckstein, 1975,
p.83), the formal procedures of statistical analysis justify only premises derived from this
analysis. The researcher still needs to explain the results of the analysis and put them in a
causal chain leading to an explanation, but this is done best using the process-tracing
method. Thus, the current study employs statistical data analysis only to substantiate the
analysis of health policy problems, rather than to make causal inferences. Another
advantage of process-tracing is concerned with the equifinality (or multiple convergence)
problem, i.e. the case when there are many causal paths leading to the same outcome

(George & Bennett 2005, p.215). Large-N statistical analysis tends to overlook this
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problem and to settle for one most probable path, whereas process-tracing is capable of

identifying more than one causal path (ibid.).

Data collection and analysis

Written sources
Data for the current study has been collected from both written sources and qualitative

interviews. Written sources include:

1) academic journals and books;

2) reports and research evidence compiled by international organisations;

3) independent research reports;

4) current affairs reports, quality newspapers, and periodicals;

5) trade publications;

6) parliamentary records and legislation;

7) official government documents and policy papers;

8) policy statements of health policy actors; and

9) programmatic statements of political parties.
As described below, different types of written sources were used for specific purposes at
different stages of the study. I attempted to review as much data related to failed or
enacted policy change and the variables of the analytic framework as was available. I
found a substantial number of secondary sources describing and analysing health policy
change, but only a few containing data relevant to the analytical framework. Therefore,
my data collection strategy largely depended on the review of primary sources. I
employed keyword search techniques and extensive use of online data-retrieval interfaces
of the relevant primary sources, integrated social science archives, and Internet search
engines as recommended by Hewson et al. (2003). As descried above, the period under
investigation was limited to 1989-1997, i.e. when key post-Communist policy change
was accomplished or failed. Consequently, I arrived at a researchable number of
instances of health policy change and the depth of the investigation was limited by the
availability of data in the public domain. Altogether, I had no problem deciding which

sources to include in (and exclude from) analysis because of the paucity of data and the

41



defined period under investigation. For the analysis of written sources, basic techniques

of content analysis were used. These are described in the next section.

My data collection strategy was influenced by what I call ‘the ignorant foreigner
approach’, which rested on the assumption that nobody knew Czech health politics better
than the Czechs themselves. As a corollary, in order to maximise the quality of the
collected data, and not to fall victim to someone else’s possibly uninformed
interpretation, I relied on Czech sources as much as possible. A number of secondary
sources were originally published by Czech authors in English and were available in
England either in libraries or over the Internet. However, the primary sources were
available only in their original language and were based in the Czech Republic. In
addition to desk research, this study inevitably required extensive fieldwork. In the course
of research, I learnt basic Czech and made four research visits to the Czech Republic,

lasting 145 days in total.*

I started research by reading academic publications and various research reports to
familiarise myself with the Czech health care system and how it had changed over time.
For this purpose, reports compiled by the leading Czech health policy experts for the
WHO and the OECD proved extremely helpful because they provided an authoritative
description of the Czech health care system. After that, exploratory interviews were
conducted, with a view to filling gaps in my reading and checking it against the opinion
of country experts. Then, current affairs reports, quality newspapers and periodicals, and
trade publications were studied to gain in-depth understanding of the conditions for
policy change, its content, and timeline. Because health policy change proved so dynamic
and multidimensional, only current affairs reports were able to capture its riches and
complexity. Also current affairs reports were useful because failed attempts at policy

change are not adequately treated in post-hoc publications, and enacted policy change is

* Although I have studied Czech specifically in order to accomplish the necessary fieldwork, my
knowledge of Czech is limited. This would have seriously constrained my research if I had not received
generous help with translation, and sometimes interpretation, from my Czech friends and colleagues,
especially, Dita Pirkova and Tara Pober-Thomspon.
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often subject to post-hoc glorification or critique. Similarly to Larson (2001, pp.345-48),
I found insights from current affairs reports essential in order to:

e recapture the perspective of policy-makers, by showing what information they had and what
events they regarded as important, because policy-makers often rely more on newspapers for
information than on classified reports;

o to infer policy-makers’ goals, by reconstructing the environment in which policy documents were
written;

e to decipher the meaning of documents by providing journalistic analyses and interpretations of
speeches;

e to develop a chronology of important events that is unbiased by hindsight or interpretation.

The analysis of current affairs demanded substantial effort. Altogether, more than 500
electronic pages of current affairs reports were closely analysed, and this was only
approximately one-tenth of what was reviewed in search of relevant information. My
ambition was to review all the available information in order to collect comprehensive
data. This strategy was guided by the analytical framework, which was operationalised
with the keywords related to the instances of health policy change under investigation
and the names of major health policy actors and institutions. Most of these are mentioned
throughout the study and detailed in the glossary of Czech acronyms and abbreviations
and in the example interview schedule given in the Appendix. The broad-scale data
search and collection was worthwhile because it significantly broadened my
understanding of the timeline and causal mechanisms behind policy change. The
principal source of current affairs reports was the Czech national news and information
agency (CTK). The main reasons for relying extensively on CTK were its objectivity,
scope of information and speed of data retrieval. Unlike partisan newspapers and
periodicals, CTK provides relatively objective information because it is a politically and
economically independent public agency. Furthermore, CTK is the largest and the most
comprehensive information provider in the Czech Republic. In addition to its own
reports, CTK reviews current affairs reports compiled by other media and compiles
briefings of the information from the mass media. Lastly, CTK has an efficient online

data retrieval interface which streamlines information search and reduces its costs.
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The next step was to study legislation, government documents, policy statements of
health policy actors, and programmatic statements of political parties to understand the
precise content of health policy change, interests of policy actors and health policy
options available to them. I reviewed all failed and enacted health care legislation, but
analysed only substantive successful and failed policy changes. These exclude technical
changes in the related legislation, but I did not analyse these because they were redundant
to the analysis of health policy change. Unfortunately, I could not access internal
documents of the Health Ministry because, at the time fieldwork was conducted, these
were not yet accessible to the public in the National Archive; yet I managed to collect
non-classified documents published by the Health Ministry from its library and members
of the health policy community and included these documents in analysis.” In contrast to
the documents produced by the Health Ministry, it was possible to fully analyse the
directives and decisions of the government because they are freely available online. I also
analysed policy statements of policy actors which I obtained from their personal or
organisational archives. In assessing the role of political parties and impact of ideas on
the policy process, I analysed three types of documents — electoral manifestos, coalition
agreements, and government declarations — as recommended in the political parties
literature (Klingemann et al. 1994; Thesing & Hofmeister 1995; Klingemann et al. 2006).
A detailed account of health policy pledges from electoral manifestos is given in the
Appendix. Lastly, I examined parliamentary records to analyse parliamentary debates,
patterns of voting behaviour, the role of the Parliamentary Health and Social Policy
Committee and, when relevant, the role of other Parliamentary Committees.
Parliamentary records were available online, so I was able to review all parliamentary

sessions where issues of health policy change were discussed and voted.

Interviews
The data gathered from written sources was supplemented with information derived from

interviews with health policy-makers and other members of the health policy community.

> The archive of the Health Ministry (1991-2002) was kept in the Department 5 of the National Archive as
Deposit n0.1533 and was not accessible to the public according to §37, Part 1, Act no. 499/2004 (Kalina
email 2006).
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As recommended by Dexter (1970, p.11), I employed interviews as part of my data
collection strategy when they provided 1) better data, ii) more data, or iii) data at less cost.
Given the relative scarcity of health policy literature and the elitist nature of health
policy-making, very often interviews were able to provide more informative data than
could have been obtained elsewhere. Even when data on certain political events existed in
written sources, in many cases these reflected a very limited number of perspectives,
whereas interviews allowed me to cover diverse perspectives. However, many interviews
that covered a broad range of issues over a long period of time, or provided leads to

valuable information, proved a rather cost-effective strategy for data collection.

The main criterion in the selection of respondents was their ability to contribute towards
the understanding of certain policies or events, either in depth or in breadth. Interviews
were conducted in two waves: exploratory and investigative. The exploratory wave was
designed to a) fill gaps and resolve contradictions in written sources, b) identify
interesting topics and puzzling events for further investigation, and ¢) generate contacts
for the subsequent interviews. To meet these goals, I interviewed knowledgeable
informants, such as journalists, academics and health policy experts. Analysis of the data
from exploratory interviews and relevant written sources served as a basis for designing
the investigative wave of interviews. This was designed to obtain both unique in-depth
data on health policy-making and its various interpretations. I assumed that the
interviewees who represented key players in the health policy arena and those who were
close to decision-making would be best suited for this purpose and attempted to interview
Health Ministers, senior civil servants in the Health Ministry, other government
departments and MPs. I also interviewed people outside the government, including
leaders of the medical profession, directors of health insurance companies, health
managers, representatives of pharmaceutical and medical device industry, patient
associations and other interest groups. I was genuinely impressed by the openness and
eagerness with which Czech policy-makers granted me interviews; for example, among
five Health Ministers who served in the period under investigation I was able to interview

four, the fifth being now deceased.
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Both waves of interviews were comprised of semi-structured interviews organised mainly
around an interview schedule/topic guide rather than a rigid questionnaire. This ensured
both a systematic coverage of the relevant issues throughout all interviews and flexibility
in pursuing information specific to each respondent (Artur & Nazroo 2003). However,
when my respondents did not speak English, I supplied each of them with a very detailed
and customised interview schedule in Czech beforehand, which was effectively a
questionnaire (see Appendix V for an example). Although I structured both waves of
interviews around interview schedules, these were less rigid in the second wave, which

consisted of interviews with top decision-making elites.

Elite interviewing is characterised by a special, non-standardised treatment of the
interviewee, such as (Dexter 1970, p.5):

e stressing the interviewee’s definition of the situation,

e encouraging the interviewee to structure the account of the situation,

e letting the interviewee introduce, to a considerable extent, his or her notion of what he or she

regards as relevant.

This kind of treatment is most often given to elites, i.e. ‘incumbents: those who are
collectively the influential figures in the governance of any sector of society’ (Marvick
1977, p.111), rather than the general population. This is justified on the grounds that elite
interviewees can help with the interpretation of documents and personalities, and provide
access to unique information and other potential interviewees (Richards 1996). Elite
interviewing does not require a statistically representative sample because it is assumed
that ‘potential respondents differ in how much they can contribute to the study and that

each respondent has something unique to offer’ (Manheim & Rich 1995, p.164).

Three non-probabilistic approaches were employed to choose respondents: 1) criterion-
based or purposive sampling, 2) snowballing or chain sampling, and 3) opportunistic
sampling (Ritchie et al. 2003). First, I selected a number of government agencies,
organisations and interest groups that played key roles in the health policy arena and tried
to arrange interviews with their representatives. Although this approach yielded many
interesting interviews, it did not always work. Therefore, I enhanced purposive sampling

with the snowballing or chain sampling approach, asking the people already interviewed
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to recommend other people they knew who would fit the selection criteria. Because the
health policy community is rather close-knit, its members knew each other personally and
were able to recommend people who fitted my selection criteria and would be willing to
grant me an interview. Finally, I took advantage of unforeseen opportunities that arose
during the early stages of fieldwork, including personal encounters with the people from
the health policy community or those who could recommend such people, to a certain
degree letting them shape my sampling. As part of the sampling strategy, to maximise
such opportunities, [ participated in conferences and other events that potential
interviewees attended. In line with Strauss and Corbin’s (1998) suggestion that different
sampling strategies are to be adopted at different stages of research, my sampling strategy
evolved accordingly. In the early exploratory stage of my fieldwork, I was particularly
keen on opportunistic sampling, the respondents then allowed me to benefit from
snowballing sampling, while, at the final investigative stage, my approach became more

purposive.

The number of interviews was determined by the desire to achieve a diverse but balanced
sample of key policy actors over the period of study. For the following three reasons, my
sample did not turn out to be large:

1. the population of key policy actors was small;

2. even though additional representatives of the same agency or organisation could
have provided more detailed information, there was a point of diminishing return
where additional interviewees were no longer able to contribute new information
or the cost of conducting and analysing additional interviews outweighed the
significance of additional information;

3. 1did not have access to everyone I wanted to interview.

Altogether, I conducted 45 in-depth interviews, all lasting between 30 and 150 minutes

(most commonly, one hour).® T used email correspondence to clarify certain points raised

® Interview data was collected through digital audio-recording and pencil and paper note-taking. Although
most of the interviews were conducted in English, a few interviews were solely conducted in Czech.
Furthermore, a number of interviews slipped from English into Czech because the Czech terminology
demanded so.
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by the respondents, or to ask them new questions which arose after the interview, and

also used email or telephone interviewing when I could not meet interviewees in person.

During the interviews, the interviewer decides whether to remain silent or ask a question
and, when he does ask a question, he chooses what and when to ask. Therefore, in semi-
structured interviewing, important analytic decisions are made both while the data are
being collected and after (Gomm 2004). However, it was my experience that elite
interviewees tended to talk more about what they deemed necessary rather than
answering precise questions. Because they provided extremely valuable data and it was
often difficult to interrupt their train of thought, most elite interviews did not involve
much decision-making in the process of interviewing. Therefore, the main analytic tasks
were carried out after the data had been collected. Among the three main methods to
analyse such data — linguistic analysis, thematic or content analysis, and ‘as a set of
reports about states of affairs and matters of facts’ (Gomm 2004, pp.184-215) — I used the

last two.

First, I treated interview transcripts as textual data and analysed them in order to derive
facts and interviewees’ accounts of various policy events. These included some which
could be potentially verified (corrigibles), and some which were matters of self-
knowledge and could not be verified (incorrigibles) (Gomm 2004). I tended to limit the
use of incorrigibles in my research in favour of corrigibles. When analysing these, I took
into consideration that my data was susceptible to various biases such as retrospective or
recall bias and biases caused by the demand characteristics of the interview (ibid.). The
latter occurred when the interviewees might have attempted to change or interpret facts in
a way that suited what they thought was the purpose of the interview. Also, they might
have unintentionally provided inaccurate facts due to the imperfection of human memory.
I tried to minimise the effects of these biases through triangulation and member

validation.

Second, I employed basic techniques of content analysis (Holsti 1969; Prior 2003;

Krippendorff 2004). In order to make interviews accessible and comparable, I coded their
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transcripts thematically with a binary code, i.e. whether a certain theme occurred or not
without measuring the significance of its occurrence. I identified themes and indexed
them by putting their names on the transcripts’ margins. On the left hand-side margin, I
indexed themes related to the dependent variables, i.e. health insurance, decentralisation,
privatisation, and other instances of health policy change. On the right hand-side margin,
I indexed themes related to the independent variables, i.e. specific actors, institutions,
ideas, and historical influences. Such indexing proved particularly helpful for the analysis
of elite interviews. When respondents did not follow my interview schedule or

substantially deviated from it, indexing reflected the real structure of the interview.

Reliability and validity

In collecting and analysing data, my goal was to produce an objective piece of research.
Given the qualitative nature of my research, it was not easy to implement the checks and
balances of objectivity. Similar to natural science, objectivity in qualitative social science
can be evaluated in terms of the reliability and validity of its observations (Kirk & Miller
1986). Usually, reliability is understood as the extent to which research findings can be
replicated if another similar study is carried out. LeCompte and Goetz (1982)
distinguished between ‘internal’ and ‘external’ reliability, where the latter concerns the
replicability of the entire study and the former concerns only the degree to which other
researchers would arrive at the same conclusions using the same data and methods. It is
impossible, in qualitative social science, to replicate fully identical social circumstances
in another study, because some social phenomena are exclusive to the given settings. Nor
is it possible to find a researcher who would fully resemble the scholarship and skills of
the original researcher. Therefore, full external reliability is not achievable in qualitative
social science. Nonetheless, it is possible to enhance external validity through giving the
reader as much detail as possible of the background assumptions and procedures used in
the research (Seale 1999). The previous and current chapters of the thesis serve precisely

this purpose.

Internal reliability is more feasible to achieve. LeCompte and Goetz (1982) propose five

methods to enhance internal reliability. Three of these methods were subsequently
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employed in the current study: 1) low-inference descriptors, 2) mechanical data records,
3) peer examination.” When collecting data, I tried to capture and describe it in a way that
would reduce inference about its potential meaning in the first place. My aim was to
generate ‘raw’ data, free from any superimposed meaning or biased selection. To this
effect, I clearly separated data collection from data analysis during fieldwork. I recorded
interview data electronically, using a digital dictation method, instead of just taking notes
instantly to outline the general sense of what interviewees said. Likewise, when possible,
I photocopied archival materials. I kept the original Czech versions of documents and
interviews, along with their translation.® My commitment to low-inference descriptors is
also reflected in the extensive referencing of sources and effective use of citations. At
different stages of research, the adequacy of my research procedures has been scrutinised

by both my supervisor and peer graduate students.’

Another component of objectivity in qualitative social research is validity, usually
understood as the extent to which research findings are correct when research is
replicated. Lewis and Ritchie (2003, p.274) describe it as the extent to which research
findings ‘accurately [reflect] the phenomena under study as perceived by the study
population’. To ensure validity in a qualitative study would require fully replicating it,
which as shown earlier is impossible. To overcome this, social scientists have developed

two main alternative methods of validation: triangulation and member validation.

As far as triangulation is concerned, Denzin (1970) distinguishes between combination or
triangulation of different data sources, research strategies (methods), investigators and
theories. Validity is claimed on the grounds that such combinations reduce various biases.

In the current study, I used the triangulation of sources, i.e. complementing and

" Two other methods, multiple researchers and participant researchers, have not been used for obvious
reasons.

¥ This has proved very helpful because my ideas, interpretative abilities, and Czech language skills have
evolved over the course of research and if I had not kept the data in its original format, I would not have
been able to return to it when it was necessary.

? 1 am indebted to participants of the Politics of Social Policy Graduate Research Group at the Department
of Social Policy and Social Work for their valuable input. In particular, I would like to thank Almuth
Wietholtz and Timo Fleckenstein for extremely helpful comments and suggestions. The remaining
methodological flaws are entirely mine.
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comparing data gathered from one source with data gathered from other sources (Patton
2002, p.331). Whenever possible, I compared oral evidence gathered from people with
different points of view. Furthermore, I compared government programme documents
and other written evidence with interview data gathered from the people who were
responsible for them. This was not only to cross-check what people write and what they
actually think, but also to check the consistency of their reasoning over time. Lastly, I
complemented analysis of oral evidence with analysis of official documents and data
from newspapers, periodicals or other secondary accounts, as recommended by Lilleker

(2003).

I employed member validation whenever possible and appropriate. I took my research
findings back to the members of the Czech health policy community and asked them to
confirm or infirm my findings. On many occasions, I checked my reading of written
sources and understanding of oral evidence with the people who had contributed to them
in the first place. Also, I discussed the descriptive part of my research with members of
the health policy community to see if they accepted it as accurate. Lastly, I asked several
members of the community to comment on earlier drafts of my research and judge the

adequacy of my analysis from their perspective.

The procedures of triangulation and member validation aim at enhancing the objectivity
of research, but it is important to realise that the epistemological value of these
procedures is limited. Although they are designed to guard against the socially-
constructed biases of qualitative research, they themselves have this kind of bias because
all validating procedures are social products (Bloor 1997, pp.48-49). Therefore, although
I hope that these procedures enhance the objectivity of the present research, I do not
expect them to be strict objectivity tests.'® Rather, I expect them to contribute towards
greater objectivity of my research, through making it more accessible, generating

additional material for analysis, fostering awareness of possible methodological biases

1 Bloor (1999, p.50) rightly argues that bounds of the analytic task are not set by validation procedures, but
‘a mix of relevances stretching from the researcher’s own intellectual curiosity and scrupulness to external
conditions such as funding limits, supervisory stipulations and (not least!) publishing deadlines.’
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(Bloor 1997), and providing opportunities for ‘reflexive elaboration’ (Emerson 1981,

p.362).

Even if these procedures significantly enhance the objectivity of my research, they do not
give it the status of indisputable truth. The concepts of reliability and validity on which
these procedures are based are developed in the tradition of positivist social science.
However, not only have the concepts of reliability and validity been criticised by the
followers of different positivist schools, but the entire positivist social science enterprise
has been questioned by new, post-positivist approaches. Moreover, by the time this thesis
finds its place in the Bodleian Library, the post-positivist approaches will probably have
been challenged by new ‘post-something’ approaches.'’ In the current circumstances,
when no agreement in social science prevails on which approach maximises the truth, my
reliability and validity checks are aimed at readers receptive to the ‘subtle realist’
tradition (Seale 1999), to which I hope my research belongs epistemologically. Thereby,
the reliability and validity checks are employed to ensure the ‘sophisticated rigour’
(Patton 2002) of the story being told through my research, without claiming that it is the
only possible truthful interpretation of the collected data.

" This term belongs to Esping-Andersen (2000).
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PART II: A HISTORICAL BACKGROUND



CHAPTER 3: PRE-COMMUNIST HEALTH CARE
REFORM

Austro-Hungarian Empire

‘The Empire strikes back’ with hospitals and health insurance
In the Czech Lands (Bohemia, Moravia, and Silesia) — which were part of the Austro-

Hungarian Empire — the development of public health care was associated with the
Empire’s military needs. Reports of Maria Teresa’s War Council on the poor state of
military recruits in 1771 prompted the establishment of the first public hospitals,
including VFN Hospital in 1790 in Prague (Pape$§ 2005, p.22). Similar reports in the
second half of the 19" century led to the 1870 Public Health Act, which introduced the
institution of the official (state) doctor in political districts and in specially defined health
districts (Zakon €. 68/1870 t. z.). The Act aimed to make health care accessible in every
part of the Empire, especially for the poorer classes. However, ‘political obstruction on
the part of Czech politicians and doctors, who were at loggerheads with their German-
speaking equivalents, meant that the appropriate provincial health laws (for Bohemia,
Moravia and Silesia) were only accepted after some delay (1880/1890s)’ (Svobodny et al.
2002). In the late 1880s, Eduard von Taaffe’s government, known as the ‘Iron Ring’'?
(Jenks 1965), complemented the suspension of civil liberties and persecution of the
Socialists with the introduction of health insurance and other social legislation for
workers, following in the footsteps of Germany’s ‘Iron Chancellor’, Otto von Bismarck;
with the important difference that Taaffe could not compete with Bismarck, either in the

brutality of persecution or generosity of social legislation.

Mandatory health insurance for industrial workers was introduced only in 1888 (Zakon ¢.

33/1888 t.z.) because the Austrian-Hungarian legislators waited until Bismarck enacted

12 Grandner (1994) characterises the ideology of the ‘Iron Ring’ as ‘anti-liberalism, anti-capitalism, anti-
socialism, and anti-centralism’, or, in positive terms, ‘a comprehensive backward-looking conservatism
with a distinct touch of catholicism’.
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his social legislation, using its popular appeal to overcome resistance within their own
ranks (Grandner 1994). In the 19™ century, large industrial works and associations of
various enterprises had their own sickness funds (health insurance funds in modern
terms), which provided workers with some cash benefits and free health care by an in-
house doctor. The 1888 Act made provisions for establishing new district health
insurance funds covering workers from enterprises which did not have their own health
insurance funds, and specified the terms of health insurance coverage. The Act focused
on the description of seven different organisational forms of health insurance funds and
the provision of benefits was dealt with only in a few brief paragraphs. Health insurance
contributions were split between workers (2/3'®) and employers (1/3"). The insured were
reimbursed for medical treatment and drugs; provided with a work incapacity benefit of
60% of the average daily wage for up to twenty weeks of sickness and four weeks of
childbirth; and received a lump sum burial benefit (Zakon ¢. 33/1888 t.z.). In addition to
insuring industrial workers against sickness and injury, Austro-Hungary also had, far less
generous, ‘fraternal insurance’ for miners and old-age insurance (pensions) for the higher
classes of private salaried employees. However, the functioning of health insurance was
limited because employers tended to bypass the law (CSSZ 2004).With the exception of
allowing voluntary health insurance for the family members of the insured workers, in
1917, promises to extend health insurance coverage were never fulfilled. Altogether, in
1916, there were 1,992 health insurance funds which covered approximately one million

(Socialni revue 1922) of the ten-million people of the Czech Lands."

Doctors versus the state and health insurance funds
The introduction of health insurance prompted the state to seek the doctors’ co-operation

and doctors to organise themselves to defend their interests.'* In 1888, the Central
Association of Czech Doctors (UJCL) was established as an umbrella organisation for

various specialties and groups of the medical profession. In 1891, the state legislated for

13 Out of 1,992 health insurance funds, statistics was available only for 1,728 health insurance funds which
had 913,332 members (Socialni revue 1922, p.195). On average, one health insurance fund had 529
members.

" The Society of Czech Doctors (SCL) established in 1862 by J.E. Purkyné was a purely professional
organisation.
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the creation of the Medical Chambers in Bohemia, Moravia, and Silesia'> because it
needed an institution to represent the liberal profession (which medicine was at that time)
and to serve as an advisory body to the state in the matters of people’s health and medical
care (Pelc 1937, p.51; cited in Niklicek 1991). Soon it became clear that the Medical
Chambers failed to promote effectively the interests of doctors against health insurance
funds. For this purpose, in 1906, a designated section of the Central Association of Czech
Doctors was founded — the Association of Doctors of Health Insurance Funds (SPL)
(Tesatik 2001). It was modelled after trade unions in industry to fulfil what was viewed
as the main task of the medical profession at that time — to fight against health insurance
funds (Nikli¢ek 1991), which were regarded by doctors as greedy middlemen profiting at

the expense of both doctors and patients:
What for does a worker pay to health insurance funds? Not for a doctor, but for political agitators,
marginally educated workers, for whom their trade has started to stink and it is more appealing for
them to become a ‘governor’, a ‘controller’ or an ‘officer’ of a health insurance fund for a hefty
salary. What is saved on the sick and doctors will be eaten up by the clerks (Kotynka 1906; cited
in Sojka 2000).
Although, by the early 1900s, doctors largely did not oppose health insurance, because it
provided them with a certain income, the relationship between doctors and health
insurance funds was rather hostile. Doctors fought for fixed and higher salaries, control

over patient numbers, abolition of prescription limitations, simplification of paperwork,

and the right to participate in the governance of health insurance funds (Niklicek 1991).

First Czechoslovak Republic: 1918-38

A liberal-democratic layout but not-so-liberal-democratic practices
Thanks to the opportunity to create a nation-state provided by Austro-Hungary’s defeat in

WWI and subsequent collapse, the Czech and Slovak nationalist elites proclaimed
independence and established Czechoslovakia in 1918. The new state consisted of the
Czech Lands, Slovakia and Subcarpathian Ruthenia. In the Czech Lands, one-third of the

population were German, while the Czechs in Bohemia and Moravia spoke different

'> In Bohemia and Moravia, the Medical Chambers were split into the Czech and German sections which
rotated presidency between each other on the yearly basis.
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dialects of the Czech language. In addition to ethnic differences, there were huge
economic differences between the various parts of the new state. Most Austro-Hungarian
industry was concentrated in the Czech Lands, making them the most developed part of
Czechoslovakia. In stark contrast to monarchies and military dictatorships in other CEE
countries, Czechoslovakia became a democracy. The Russian Revolution thwarted the
early attempts of nationalistic Czech elites to export a European or Russian monarchy.'®
Due to the ‘benevolent dictatorship’ of Czechoslovakia’s founding fathers, especially
Toma§ Masaryk,'” democracy was installed against the monarchic feelings of the

majority of the Czechoslovaks:

Before the war our constitutional programme was monarchical. ... But, in my memorandum to the
French Government and to the Allies in February 1916, I declared officially in favour of a

Republic... (Masaryk 1927, p.353).

Although Czechoslovakia had a liberal-democratic layout, based on a market economy
and proportional representation, free market competition and democratic rule were
limited by economic and political cartels. Czechoslovakia had a highly-fragmented
political system and was ruled by a succession of fragile coalition governments. In 1920,
in order to assist the weak cabinet of Jan Cerny with decision-making, a political cartel
known as the Committee of Five (Pétka) was established. This was a non-constitutional
body of representatives of the five political parties, who brokered compromises in
Parliament and made decisions for the government when it could not reach an agreement
(Mamatey & Luza 1973). The Committee of Five survived throughout the First Republic,
serving as its ‘real government’ (Crampton 1997, p.63) because elected governments
were based on weak multi-party coalitions. Regardless of elections, more or less the same

parties and people governed the country, either overtly through the government or

'® The strongest proponent of the Russian dynasty for the would-be Czech throne was the most influential
Czech politician of that time Karel Kramaf, who went on to become the Chairman of the Czech National
Council and then the first Czechoslovak Prime Minister. Although Masaryk enjoyed less support at home
than his rival Kramar, Masaryk made his reputation on leading negotiations with the Allies and upon his
return to Czechoslovakia his popularity surpassed that of Kramaf. Interestingly enough, the ideas and
success of Masaryk as a politician and diplomat might have been influenced by his marriage to an
American woman while Kramai’s predisposition towards the Russian monarchy might have been due to his
marriage to a Russian aristocrat.

' The idea of the benevolent dictator can be traced back to Plato’s philosopher-king (Plato, Republic 473d-
e). Given his all-round education and zeal to lecture his fellow citizens on all sorts of subjects ranging from
democracy to alcoholism, Professor Masaryk comes close to Plato’s philosopher-king.
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covertly through the Committee of Five. Just as the Czechoslovak economy was
dominated by cartels, designed to maximise the profits of their members by reducing
competition, Czechoslovak politics was dominated by a cartel of five political parties
which maximised time in office for their members. If Czechoslovakia had been a
majoritarian parliamentary democracy, then it is quite possible that the governing
bourgeois and nationalist elites would have lost their position of power. The Communist
Party came second in the 1925 election, by only a 0.5% margin of the vote, and the
Sudetenland German Party topped the polls in 1935 (CSU 2006); but these parties were
excluded from government because bourgeois and nationalist elites deemed them
extremist. At the same time, the founder of Czechoslovakia Tomas Masaryk enjoyed the
office of President from 1918 until 1935. His entourage created a cult of him as
‘President-Liberator’ and ‘Father [of the nation]’.'"® When ‘Father’ Masaryk resigned at
the age of 85 due to poor health ...he made a personal appeal, that his pupil and friend,
his political brother-in-arms might be elected as his successor. His people obeyed this
simple request of their Father and four days later Dr. Edvard Bene§ became President’
(Cohen 1941, pp.250-51). Before taking over Presidency, Dr BenesS had been Foreign

Minister since 1918 uninterruptedly.

The important ministerial portfolios, with significant powers and budgets, like Foreign
Affairs or Finance, changed hands less frequently than unimportant ones, like Public
Health. The first Austrian Ministry of National Health was established in 1918 and,
shortly afterwards, was succeeded by the Czechoslovak Ministry of Public Health and
Physical Education. It assumed responsibilities for overseeing the functioning of health
care facilities, sanitation, epidemiology and other public health measures, co-ordination
of voluntary organisations in the related fields, and initiating necessary legislative
changes. However, the Ministry of Public Health fared low among other branches of state
administration, was strapped for cash, and had no influence on health insurance, which

was supervised by the Ministry of Social Security. Furthermore, frequent changes of

"8 It is disputable whether President Masaryk had been occupying his office for so long simply because he
liked power. For example, a period publication suggests that ‘He remained the most democratic President
of a democratic people. Ceaselessly he looked forward to the future of his people and he was afraid to lay
down the staff of office till he was assured of their political health’ (Cohen 1941, p.248).
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Health Minister reduced the administrative efficiency of the Ministry. Due to frequent
changes of government, caused by the fragility of coalitions and corruption scandals,
unimportant and low-budget portfolios were reshuffled fairly frequently. An average time
in office for Health Minister in the First Republic was approximately 23 months.” In
addition to the frequent changes of the Health Minister, the political system impacted on
health care reform in two other ways: 1) radical reforms were impossible because fragile
government coalitions could hardly agree on anything radical; 2) the Committee of Five
provided a framework for accommodating interests between elites, thereby facilitating

agreements on incremental improvements.

Radical reform fails while incremental improvements succeed
During the First Republic, radical health policy change failed, but incremental

improvements in health care financing and provision succeeded more than anywhere else
in CEE. Also, Czechoslovakia improved her social legislation more significantly than
Austria.”® To allay working-class discontents, the Czechoslovak government considered
introducing comprehensive national insurance. In 1920, the Social Security Ministry set
up a committee of experts to explore the possibilities of transforming the fragmented and
incomplete Austro-Hungarian social insurance into comprehensive national insurance.
However, the committee and Social Security Minister Jozef Gruber concluded that
‘[o]wing to fiscal reasons... a general system of national insurance [was deemed] not
being feasible’ and that ‘the introduction of unemployment insurance must be postponed

for the present and the Ghent system subsisted” (Gruber ef al. 1924, p.219).*!

Improvements in health care financing
The legislation passed in the early years of Czechoslovakia expanded health insurance

coverage, rationalised the network of health insurance funds, and increased the role of the

state in health insurance. The Social Democrats initiated the Mandatory Health Insurance

11 permanent Health Ministers changed between 14.11.1918 and 4.10.1938 (own analysis based on
Churan 1998).

20 Old-age insurance for workers in Austria came only in 1938, thanks to the Nazi Anschluss.

2! The Ghent system refers to the practice when government provides trade organisations with subsidised
funding to administer voluntary unemployment insurance schemes.
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Act (Zékon €. 268/1919 Sb.), which extended the maximum duration for which sickness
benefits could be received from 26 to 39 weeks, expanded health insurance coverage on
the basis of payment to all wage-earning employees and members of their families, and
allowed health insurance to agrarian and forestry workers. This Act also attempted to
consolidate health insurance through state supervision and reduction of the number of
health insurance funds. Seven organisational forms of health insurance funds were
reduced to three, to the effect that 708 factory, 549 company, 90 mutual aid and 1
building works health insurance funds were enlisted for voluntary merger or liquidation
(Musil 1995). Moreover, in 1924, the Committee of Five supported and guided through
Parliament (Mamatey & Luza 1973) the Act on Health and Social Insurance for Industrial
Workers (Zakon ¢. 221/1924 Sb.) initially proposed by the Social Democrats and
National Socialists.”* This Act redefined certain sickness benefits and created a common
social insurance framework for health insurance, invalidity insurance and old age
insurance (pensions) for workers and low-wage employees. A year later, a similar act was
adopted for privileged groups of employees: independent health insurance funds were
created for civil servants, clergy, mail, railway and tobacco company employees to

provide them with better cash and in-kind benefits.

According to the 1924 Act, the Central Social Insurance Fund (USP) was established to
co-ordinate the network of health insurance funds. This consisted of the two-level
(administrative district and farming area) territorial health insurance funds and the
associated non-territorial health insurance funds of factories, companies, trade
associations and mutual aid societies. The Central Social Insurance Fund gained the right
to appoint its representatives on the executive boards of health insurance funds, but these
remained self-governing bodies. Most members of the executive and supervisory boards
of health insurance funds where elected to represent evenly the employers and the
insured, but the democratic provisions of the 1924 Act were not realised: ‘[t]he last
election to the organs of health insurance funds was held as far ago as in the Austrian

times’ (Pelc 1937, p.252; cited in Niklicek 1991).

22 The Czechoslovak National Socialist Party (CNSS) was a nationalist, but not fascist, party.
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In 1927, the Central Social Insurance Fund supervised 307 health insurance funds,
including 190 district health insurance funds (1,989,126 members) and 117 other health
insurance funds (504,892 members) (Deyl 1985, pp.84-85). In addition, there were 3
health insurance funds supervised by the Ministry of Social Security (124,498 members
in 1927) and a number of independent health insurance funds: 19 health insurance funds
of tobacco companies (11,440 members in 1929), 8 fraternal funds of coalminers
(143,977 members in 1929), and 58 insurance funds of farmers organised into the
Association of Farmers’ Health Insurance Funds (168,409 members in 1931) (Deyl 1985,
pp-84-85). The apparent fragmentation of health insurance makes it difficult to calculate
precisely the numbers insured in a given year, but we can estimate that at the end of the
1920s there were about three million insured individuals; two-thirds of whom were
insured by district health insurance funds created by the state according to the 1888 Act.
There is no data on the family members of the insured, but Niklicek (1991) estimates
that, including the family members of the insured, about seven million of the
Czechoslovak population, or half its total, had health insurance. Because the Czech Lands
were far more industrially developed than other parts of Czechoslovakia, it is reasonable

to assume that more than half of the Czech population were insured.

In the early 1920s, doctors frequently went on strike against health insurance funds for
higher pay. For example, in 1921, Prague doctors went on strike demanding a 30% pay-
rise and fixed salary instead of performance-based reimbursement (Senat NSRC 1921).
By the late 1920s, the financial capacity of health insurance funds increased and their
previously hostile relationship with doctors became more co-operative, as doctors had to
negotiate framework agreements with health insurance funds. Nonetheless,
reimbursement rates for working-class patients were low and doctors tended to increase
the number of patients and drop the quality of care in order to maximise their income
(Sourek 1966). Also, doctors continued fighting for their clinical freedoms to prescribe
drugs and treatments without limitations and criticised health insurance funds for
incompetence and high administrative costs. The former Health Minister Ladislav

Prochazka (1920-21) argued:
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The state, poor and saving, could have been building a simple office instead of a palace and
spending the saved tens of millions on making sure that a thousand of people do not die
unnecessarily every year without help. ...it is more important to provide and invest in improved
medical treatment than to splash out on the palace-like offices for health insurance funds

(Prochazka 1927, p.205; cited in Niklicek 1991).

It is difficult to estimate the administrative costs of health insurance funds, but they must
have been significant. In 1927, 307 health insurance funds, supervised by the Central
Social Insurance Fund, employed 5,401 people, including 2,930 health insurance officers
(Deyl 1985). If we compare this figure against 8,919 doctors, as in 1930 (SSU 1968),
then there was at least one health insurance officer per three doctors. If we take into
account 85 independent health insurance funds, then the proportion of health insurance
officers to doctors could have been as high as one officer per two doctors.” Such a high
number of health insurance officers can be explained by the high status of the
bureaucratic jobs inherited by Czechoslovakia from the Austrian times: ‘In the Austrian
Empire the lowest of the State Railway officials lorded it over the public, as though to
serve them were an act of grace’ (Masaryk 1927, p.393).

Improvements in health care provision
In spite of being ‘poor and saving’, the state managed to implement a number of

important incremental improvements in health care provision. Most significantly, the
number of state health care facilities and staff increased and they reached out to the less
developed areas (Svobodny et al. 2002). In more developed regions, such as Western
Bohemia, however, the network of hospitals did not increase at all (Paichl 1993). In 1920,
a law was passed nationalising public hospitals, to allow the state to take over and
improve large hospitals formerly run by local authorities (Zdkon ¢. 242/1920 Sb.).
However, there were just eight such hospitals in the whole of Czechoslovakia and plans
to establish district state hospitals failed (Paichl 1993). State hospitals and subventions to

local authorities towards new health care facilities and public health programmes were

3 Statistics is not available for 85 independent health insurance funds, but if we assume that they employed
the same number of health insurance officers as those supervised by the Central Social Insurance Fund
(2,930/307=9.5) then there were about 800 health insurance officers more. Given that the annual increase in
the number of doctors in the early 1930s was 500 doctors per year, in 1927 there were about 3,700 health
insurance officers per about 7,400 doctors or one health insurance officer per two doctors.
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financed through a 7% surcharge on direct taxes (Zakon & 477/1921 Sb.).** There was
also an increase in voluntary social health care organisations in the field of public health
and preventive social care, such as sanatoria and dispensaries for tuberculosis, maternity

consultation clinics, etc.

In the 1920s, the young doctors’ association Young Generation of Doctors (MGL) led a
growing movement for social medicine. This movement emerged as a reaction to the
inability of the old German and Austrian tradition of curative health care to tackle the
most wide-spread disease in post-WWI Czechoslovakia, tuberculosis. The young doctors
looked beyond traditional curative care and promoted social hygiene, epidemiology, and
preventive health care, as well as hospital management, rationalisation in health care
organisation, new developments in clinical medicine, technology, etc. The young doctors
championed educational efforts that resulted in the establishment of the Departments of
Social Medicine at Czechoslovak universities in the 1930s (Niklicek 1991). As the social
medicine agenda resonated with the social reform agenda of left-wing political parties,

many young doctors swung towards the political left.

In 1925, the government responded to the growing movement for social medicine by
launching the National Institute of Public Health (SZU), responsible for providing state
health agencies with scientific and research expertise, education in preventive medicine,
and practical education of health professionals (Zakon ¢. 218/1925 Sb., §2). Given the
scarcity of state resources, an overseas charity, the International Health Commission of
the Rockefeller Foundation, provided the Health Ministry with the majority of the funds
required to build offices for the Institute (SZU 2003). The Rockefeller Foundation also
financed the Masaryk State School of Health and Social Care (Slapak 1936b). This
suggests both that Czechoslovak public health depended on overseas charity and that

there was a sizeable public health knowledge transfer from the USA.

* This surcharge was initially introduced as a temporary measure to even public health care capacities in
different regions but, with some adjustments, it stayed throughout the First Republic.
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Economic depression undermines health insurance

Not-so-advanced economy causes protracted unemployment
A digression is in order here to explain the general economic conditions in the late 1920s.

Today, it is commonly believed by the Czech people that inter-war Czechoslovakia was
among the ten most economically developed countries in the world, but this was not the

casc:
...actual economic life and the level of its development in the inter-war Czechoslovak Republic
were simply more prosaic and complicated than what was commonly believed, and altogether did
not match the romantic image painted by the sense of national pride and vainglory... (Kubi and

Patek 2000, p.5)

Figure 2: National income in selected countries, 1925-1934 average, US$
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Source: Kubii & Patek (2000, p.367)

After overcoming the economic recession of the early 1920s, Czechoslovakia enjoyed an
economic boom until 1930. During this period, Czechoslovakia increased her industrial
output which, in quantitative terms, became comparable to some of the world’s most
developed economies (Figure 2). In qualitative terms, however, most of the Czechoslovak
economy lagged behind leading economies, the large number of international and
domestic cartels curbing adoption of modern technologies and management techniques

by Czechoslovak firms (Kubii & Patek 2000).
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As Czechoslovakia was an export-manufacturing state par excellence, the Great
Depression hit her hard, especially the most industrialised Czech Lands. In order to
recover from depression Czechoslovakia had to modernise her industry, which involved
structural unemployment. The daily wages of workers, in nominal terms, decreased by
20% between 1928 and 1935 (Socialni revue 1948, p.271) and workers’ unemployment
skyrocketed from 2% in 1928 to a record high of 31% in 1933 (Figure 3). In 1932-1935,
when the economic depression was at its worst, the proportion of the unemployed,
partially-employed, and their dependents varied between one-quarter and one-third of the

population (Socidlni revue 1948, p.270).

Figure 3: Workers’ number and unemployment rate, Czechoslovakia, 1919-37
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Source: Deyl (1985), p.43

Health insurance benefits reduced
Economic depression exacerbated the deficit of health insurance funds, which arose due

to the introduction of the 1924 Act on Health and Social Insurance for Industrial
Workers. This Act came in force in July 1926 and by 1927 most health insurance funds
were in the red (Deyl 1985, p.157-158). They responded by reducing activities and
benefits not stipulated by law, such as those aimed at disease prevention and health
promotion. This failed to bring the expected financial stabilisation, because the
depression meant that wages plummeted, so the employed were paying lower
contributions, and the deficit of health insurance funds grew higher. As a solution,
Parliament supported a government proposal to reduce sickness benefits and limit health

insurance coverage for family members of insured workers. As this did not solve the
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problem of access to health care for the unemployed, the Communists opposed the
government’s proposal; proposing instead to 1) introduce general social insurance for
both the employed and unemployed, 2) provide free health care for the whole duration of
work incapacity, 3) make employers pay social insurance contributions instead of
employees, 4) transfer the administration of social insurance to workers and call for
immediate elections to the boards of social insurance companies (Deyl 1985, p.158-159),

but Parliament rejected these proposals.

State failure in health care
Unemployment made access to health care for the unemployed and their dependents

problematic. The unemployed lost both health insurance and income, because the
