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I. Introduction 

 

After the collapse of communism and the Soviet Union radical reforms of the healthcare 

system were impelled in Estonia and Romania to move away from the Semashko-type health 

care arrangement to a new social health insurance system. During the 1990s both healthcare 

systems have undergone significant change through several waves of reforms. An essential 

part of the healthcare reform in both countries has been the rearrangement of the role of 

primary care with family physicians acting as the gate keepers and possibly the main 

coordinators of healthcare.  

      While striving to meet health policy goals governments apply a variety of policy 

instruments. It is assumed that the most influential instruments to achieve goals in healthcare 

systems are payment mechanisms and other incentives used to stimulate the behaviour of 

healthcare providers and to steer the provision of care (e.g. Gosden et al. 2001).  

      While this is an important area of any healthcare system, scholars agree that little is 

known about the implications, effects and causal patterns of different payment systems and 

especially, though not exclusively, performance and quality incentives in primary care 

(Conrad, 2009; Scott and Hall, 1995). As one author puts it ‘to date, no published research has 

compared the effects of selective quality incentives within capitation, per case and fee-for-

service payment regimes’ (Conrad, 2009, p. 592-3). This conclusion was drawn with specific 

reference to Western primary healthcare systems. In Central and Eastern Europe this 

statement reflects even more the current state of research in the field.  

       The paper at hand aims to take steps to fill this gap by investigating the implications of 

recent changes and trends in payment systems and incentives used in primary care in two new 

EU-member states, Estonia and Romania (Estonia became a member state of the EU in 2004 

and Romania in 2007). More specifically the paper asks the following questions. What recent 

changes in payment mechanisms in primary care have been on health policy agenda in 

Estonia and Romania? What implications have these reforms had for the effectiveness of 

primary care provision and what similarities and differences exist between the two country 

cases? We will also look at system and society-specific contextual factors that can help 

explain the similarities and differences we identify.  

       Estonia and Romania make up a suitable pair for comparison for numerous reasons. First, 

the two countries can be treated as most similar systems – health sector reforms in Estonia 

and Romania overall are typical examples of large-scale public sector reforms (and 

policymaking) in transitional societies, both of which used to be under communist regimes 

and have become members of the European Union after a process of accession. Both countries 

inherited a healthcare system based on Semashko principles in which primary care held a 

marginal status and role. Second, in both countries the health care system is now built on 

family medicine. Both countries have implemented major reforms in primary care to establish 

a more proper role for family medicine in line with international trends which see primary 

care having a major, possibly coordinating role, in the health care system overall. An 

important area of reform in both countries has been (and still is) the use of adequate payment 

levels, systems and incentives to steer the behaviour of providers and patients to meet the 

goals of primary care. Although many similarities exist between the two countries, a host of 

differences are evident. First, Estonia is often treated in international studies as a success story 

and poster child for carrying out rapid – even “successful” – and systematic health care 

reforms compared to the incremental initiatives carried out in Romania (e.g. Romanian 

Ministry of Health, 2010). Second, a number of other differences make the comparison of the 

two countries particularly interesting. These include major differences in area and population 

directly influencing the size of the healthcare system, provider network and pool of patients 

(Romania has a population of circa 19 million compared to circa 1.3 in Estonia and a total 
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area approximately five times larger than that of Estonia) and, among others, differences in 

per capita GDP (19,694 USD in Estonia in 2009 compared to 14,278 USD in Romania in 

2009) (WHO, 2012).  

        The paper proceeds as follows. The first part provides a theoretical framework of the 

main payment systems and incentives used in primary care followed by a review of the 

expected effects of these payment mechanisms as found in the literature. Thereafter the 

country chapters present reforms in primary care in both countries followed by a presentation 

of the components of payment systems and mechanisms applied to primary care providers and 

pay specific attention to recent trends and reforms. Subsequently a comparative analysis of 

possible implications of these recent changes is set forth. Lastly, we summarize our main 

findings.  

        The comparative study is based on an extensive list of official documents and academic 

studies from both countries. In collecting our sources of data and information we made use of 

the database of studies of New Public Management (NPM) reforms in Europe developed 

within the European Commission’s FP7-funded Coordinating for Cohesion in the Public 

Sector of the Future (COCOPS) project which includes nearly 520 studies of NPM reforms 

across Europe
3
.  

       Methodologically, we compared recent developments in payments mechanisms in 

primary care in the country cases and suggested preliminary implications that these changes 

may have for the effectiveness of primary care. Our analysis is based on the experience of 

other countries and theoretical expectations as found in the literature on payment systems and 

incentives in healthcare. The preliminary implications we reached, while informed by a large 

body of literature, should further be tested in the light of new empirical evidence.  

 

 

II. Payment systems and incentives in healthcare: an overview  

 

The subject of payment systems and incentives in healthcare is not new. It can be argued that 

some form of payment mechanism has been in place since the beginning of the welfare 

system. The topic, however, has gained in breadth and prominence as welfare systems around 

the world have become more complex. Nowadays new methods of payment in healthcare are 

rarely proposed – they are commonly adaptations or combinations of existing methods, which 

often originate from healthcare systems in other countries (e.g. Rosenthal, 2008).  

        Various perspectives exist of categorizing and analysing payment systems and incentives 

in healthcare (Conrad, 2009; Greβ, Delnoij and Groenewegen, 2006; Saltman and Figueras, 

1997). The traditional classification includes the three main systems of payment, i.e. salary, 

capitation and fee-for-service (FFS), differentiated on the basis of the unit which is paid for: 

units of time in the case of salary-based systems, individual patients in the case of capitation 

systems
4
 and units of service in the case of FFS (Saltman and Figueras, 1997).The first two 

are termed prospective systems, while FFS systems are called retrospective meaning that in 

the first case the payment is received before the provision of care and in case of the latter after 

the provision of care. While these are the three main systems, varieties of them exist in 

practice, such as integrated capitation and mixed payment systems. Increasingly mixed 

payment systems are used to combine the advantages of each system and avoid their 

disadvantages (Greβ, Delnoij and Groenewegen, 2006; Evans, Leone and Ngarajan, 

                                                           

3
The database can be consulted online on the COCOPS website at (http://www.cocops.eu/work-packages/wp1-

npm-meta-analysis/database-of-studies-of-npm-reforms-in-europe).  
4
At certain instances also capitation by physician is used, in this case a historically-based budget is allocated to 

the physician to provide care to the patients in the physicians’ list (Maynard, 2008).  

http://www.cocops.eu/work-packages/wp1-npm-meta-analysis/database-of-studies-of-npm-reforms-in-europe
http://www.cocops.eu/work-packages/wp1-npm-meta-analysis/database-of-studies-of-npm-reforms-in-europe
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2005).This shift starts from the premise and practical observation that no single payment 

system in itself is optimal and therefore a balance needs to be found to optimize the positive 

incentives embedded in each system (Robinson, 1993).  

         As for incentives themselves, it is widely acknowledged that healthcare organisations 

face complex challenges in setting up effective incentives due to the complex value chain of 

relationships among different actors of the system (Evans, Leone and Nagarajan, 2005, p. 2). 

Nevertheless, incentives have become increasingly popular and are increasingly employed to 

steer behaviour at different levels of healthcare system (e.g. hospital, physician or group of 

physicians). Besides payments which target a certain level of performance or quality of 

service provision, function payments are used to reward physicians for providing extra 

services that are not predefined in their basic contract (Greβ, Delnoij and Groenewegen, 

2006). Some authors distinguish other types of incentives, such as reputational incentives, i.e. 

incentives that are used both to reward and to penalize performance or lack of it (Maynard, 

2008). As Maynard (Ibid) argues, non-reimbursement for failure (or non-payment for poor 

performance) may prove more powerful in steering provider behaviour than positive rewards 

as small negative incentives (income losses) might bring about greater change than larger 

positive incentives (bonuses). A recent trend in healthcare is the use of a wide range of simple 

incentives (Ibid, p. 25). This trend fits into the dilemma alluded to earlier of finding the 

optimal balance between various payment systems and financial incentives. Incentives are 

often seen as flexible “quick fixes” applied to steer behaviour of providers or users in a 

certain direction, to either encourage or discourage it. 

       While financial and performance incentives are thought to have an important role in 

influencing provider behaviour, this role is not exclusive as financial incentives alone do not 

always deliver efficiency and equity. Non-financial incentives, such as continuing education, 

mandatory practice guidelines, professional status, recognition, ethical restraints, empathy, 

trust, intrinsic motivation for good performance can play an important role and reinforce or 

temper the influence of financial and performance incentives (Greβ, Delnoij and 

Groenewegen, 2006; Petersen et al. 2006). Maynard (2008, p. 15), for instance, argues  that 

compared to non-financial incentives such as trust and duty, financial incentives are marginal 

and complementary, because the former (non-financial incentives) tend to be the main 

determinants of both doctors’ and patients’ behaviour. Dieleman and Harmnmeijer (2006) 

also show that non-financial incentives, such as recognition, appreciation and opportunities 

for career advancement often counterbalance financial incentives.   

        This broader definition of incentives (which includes non-financial incentives) recognize 

that providers, individual physicians more specifically, are in economic terms utility-

maximizing agents and that their utility function depends on both financial and non-financial 

stimuli. This leads us to the following classification of ‘incentives’ more generally, which we 

will use in later sections:  

 

1. Financial incentives embedded or inherent in the payment or mix of payment 

systems, which we will term embedded financial incentives, e.g. salaries, 

capitation payments and fee for services 

2. Financial incentives expressly designed to steer behaviour in some sense, such as 

towards better performance or quality of service, or lower cost, more generally 

termed performance incentives  

3. Non-financial incentives embedded in the larger institutional and cultural factors 

that guide doctor behaviour   

 

This classification is not meant to include all taxonomies of payment mechanisms in health 

care (see e.g. Conrad, 2009 for a detailed overview) but we consider this simplified version 
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useful for analytical purposes by focusing attention on the main payment mechanisms 

common in our selected country cases and on the increasing interest in combining 

performance incentives with the three traditional payment systems.  

 

 

III. Effects of payment systems and incentives in primary care: a review of the literature 

 

Pay for performance schemes, as introduced earlier, have been predominantly used in 

professional services, such as healthcare. Evaluations of their impact, however, have been 

scarce, limited and mostly concentrated on countries, such as the UK and the US where 

abundant empirical data exist (Pollitt and Dan, 2011). In addition to P4P, there is a growing 

literature that studies the combination of incentives with the common payment systems 

(Dudley et al. 1998; Petersen et al. 2006; Robinson, 1993; Roland, 2004; Rosenthal, 2008). 

As some authors have argued it is important to bear in mind that while incentives may induce 

behaviour consistent with policy goals, mainly aimed at controlling costs and enhancing the 

quality of services, they may also lead to unintended consequences
5
 (Maynard, 2008, p. 15). It 

is assumed that different payment mechanisms and incentives have different impacts on the 

behaviour of physicians and they can be employed to achieve or at least incentivize policy 

goals such as improving the quality of care, cost containment and recruitment in underserved 

areas (Gosden et al. 2000). At the same time it is widely acknowledged that the same 

incentives can lead to very different effects as their impact depends on the co-variation of 

numerous factors ranging from the socio-economic and cultural context of the health care 

system
6
 and governments’ health care objectives to the personal features of the healthcare 

provider and the patient in particular (Chaix-Couturier, 2000). All in all, scholars agree that 

little is known about the effects and causal patterns of different payment systems, especially 

performance and quality incentives in primary care (Conrad, 2009; Scott and Hall, 1995). 

        In a recent review of the literature of payment systems in primary care, Greβ, Delnoij 

and Groenewegen (2006) conclude that in FFS systems general practitioners (GP) tend to 

overprovide services and that the free choice of GP may decrease the possible coordinating 

role of primary care within the overall health system. Evidence exists that if not properly 

regulated or combined with additional systems or incentives, FFS can lead to cost escalation 

at patient level and cost unconsciousness (Robinson, 1993). By contrast, capitation and salary 

systems tend to create incentives for undertreatment and adverse or risk selection (see also 

Petersen et al. 2006). In underfunded healthcare systems – such as in parts of Central and 

Eastern Europe (CEE) as shown later in this paper – salary and capitation systems per se have 

a tendency towards private treatment and informal payments, with potential negative 

consequences on access to services. These prospective systems may restrict choice of 

providers but may help improve the coordination of care better than FFS systems can. For 

such reasons the choice of a particular payment system or mix of systems needs to account for 

the inherent trade-offs – no single payment system can help achieve all objectives of a 

healthcare system. Likewise, Evans, Leone and Nagajaran (2005), argues that in output-based 

FFS systems general GPs tend to overprovide self-produced services, as their income depends 

on the amount and type of services provided. When compared to other payment mechanisms, 

FFS alone do not provide incentives for referral to higher levels of care, but rather the 

                                                           

5
 Evans, Leone and Nagarajan (2005, p. 3), for instance, point to the fact that very often aiming at achieving 

higher quality might hamper cost control.  
6
 For example, if primary-care physicians operate as private service providers the contractual incentives 

comprise different features when compared to other organisational environments (Evans, Leone and Nagajaran, 

2005, p. 5). 
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tendency is to hold ‘in house’ the provision of care (Greβ, Delnoij and Groenewegen, 2006, p. 

193). This can lead to a situation where patients are provided excessive care and 

overtreatment alias ‘supplier-induced demand’ meaning that patients receive more care than 

they would choose themselves if they had the necessary knowledge (Gosden et al. 2000). The 

theoretical impact of the latter on the health status of the patient is not clear, because both 

under- and overtreatment can have detrimental effects (Ibid). At the same time, however, 

more in-house provision of care at the primary level fits into the growing trend towards a 

greater role of primary care within the healthcare system (Saltman, Rico and Boerma, 2006; 

Starfield, Shi and Macinko, 2005). Studies that look at the efficiency, quality, access and 

effectiveness of care at the system level typically conclude that primary care is less expensive 

than curative, hospital care and that primary care providers may be in a better position to 

address and respond to patient needs (Figueras et al. 2004). Lastly, user charges and 

reimbursement mechanisms common to FFS systems can lower access to needed care, but at 

the same it may rationalize the provision of care and influence the behaviour of patients on 

the provider’s list (e.g. Greβ, Delnoij and Groenewegen, 2006). All in all, the congruity of 

incentivizing the provision of care in FFS systems is strongly dependent on their cost-

effectiveness, which as a rule is hard to measure (Maynard, 2008)
7
. To mitigate the possible 

negative effects of FFS a high degree of coordination at the health care system level is 

required. This, however, can greatly increase transaction costs (Ibid). This discussion of the 

literature on FFS systems clearly points to the many trade-offs inherent in the FFS system. 

These trade-offs are not common to FFS systems only, but, as introduced earlier in the paper, 

to any of the three main mechanisms when used in isolation, i.e. without combining them with 

other systems and incentives.  

 

        Salary-based systems per se typically provide few incentives to encourage the delivery 

of any particular level of care or services as salaries commonly depend on the qualification 

and task profile of the physician and not on performance (Gosden et al. 2000). The main 

advantage, however, is a high degree of income security of providers (in well-paid systems) 

and high accessibility to patients (Greβ, Delnoij and Groenewegen, 2006). In case of low 

incomes the cost security is often overweighed by a discontent of limited opportunities to 

increase revenues, frequently accompanied by ill-mannered service provision, low motivation 

and satisfaction, treatment of private patients and informal charges. The salary systems 

therefore can include high societal costs which even out one of the main advantages of the 

system at the general health care organisation level – the low transaction costs facilitated by 

the easy administration and control of salaries (e.g. Greβ, Delnoij and Groenewegen, 2006). 

The salary based systems provide marginal information about the cost, quantity and quality of 

services delivered (Maynard, 2008). They have a potential, however, to reduce the use of 

services and to increase general cost containment (as the payment is received before any care 

is provided) but this can lead to possible undertreatment (Gosden et al. 2001). 

 

        Payments GPs receive in capitation systems are usually age, gender, morbidity or other 

risk parameter dependent with greater pay for potentially high-risk users to prevent providers 

from engaging in risk selection (e.g. Greβ, Delnoij and Groenewegen, 2006; Maynard, 2008; 

Saltman and Figueras, 1997). In capitation systems doctors face different incentives: first, to 

provide preventive care and promotional services because they can reduce future costs. 

Second, capitation tends to create incentives for GPs to refer patients to specialists rather than 

treat them in house to contain costs (Gosden et al. 1999), which in turn could lead to 

                                                           

7
 In addition to the complexity in measurement, FFS systems are easy to be taken advantage of, as physicians can 

easily apply for services not provided (Greβ, Delnoij and Groenewegen, 2006, p. 193).  
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overutilization of the specialist care and inefficiencies at the healthcare system level (Evans, 

Leone and Nagajaran, 2005, p. 6). Though capitation is intended to ensure access to primary 

care to the registered patients (Greβ, Delnoij and Groenewegen 2006, p. 186), Gosden et al. 

(2000, p. 3) exemplify that capitation systems may also lead to unequal access to care by 

providing reduced admission for high-risk patients in order not to exceed the capitated amount 

per  patient. The latter is directly connected to possible undertreatment. In addition, capitation 

payment typically incentivizes GPs to hold large patient lists, resulting in longer working 

hours and shorter consultations. Therefore creating a reputation of high quality and/or access 

to care may become ‘key’ tasks for service providers
8
 (Gosden et al. 2001). The capitation 

systems are believed to decrease the incentives for supplier induced demand and provide 

ground for continuous and coordinated care (Greβ, Delnoij and Groenewegen, 2006, p. 186). 

The latter is enabled because of fixed patients’ lists and restricted choice of service providers 

(Ibid, p. 191) and the GP’s role of coordinating care. Lastly, regulation costs in primary care 

systems based on capitation tend to be lower than in FFS system, as the cost-benefit ratios are 

easier to calculate and risk adjustment is easier (Greβ, Delnoij and Groenewegen, 2006, p. 

195). The main characteristics and expected effects of embedded incentives in each system 

are summarized in Table 1 below.  

 
          Table 1: Main characteristics and expected effects of payment systems 

Main 

characteristics 

 

 FFS SALARY CAPITATION 

Unit of payment 
Services 

provided 

Time (hours 

worked) 

Number and 

age of patients 

User charges, benefits in 

cash 
YES NO NO 

Fixed patients lists NO NO YES 

Gate-keeping function of 

FPs 
NO YES YES 

Form of payment Retrospective Prospective Prospective 

Incentive 

effects for 

primary care 

doctors 

Increase activity 

YES, increase 

volume of 

patients and 

services 

NO, rather 

underprovide 

services 

NO, rather 

underprovide 

services 

Shift costs 

(affecting efficiency at 

healthcare system level) 

NO 

YES, refer to 

other 

providers 

YES, refer to 

other providers. 

Enrol healthy 

people and 

avoid high risk 

patients 

Control costs for patients NO YES YES 

Incentives for 

central values 

of primary care 

Accessibility 
Negative 

incentives 

Positive 

incentives 

Positive 

incentives 

First contact Neutral Neutral 
Positive 

incentives 

Continuity 
Negative 

incentives 

Negative 

incentives  

Positive 

incentives 

Comprehensiveness 
Negative 

incentives 

Positive 

incentives 

Positive 

incentives 

Coordination 
Negative 

incentives 
Neutral 

Positive 

incentives 

                                                           

8
 Evans, Leone and Nagarajan (2005, p. 7) caution that attracting patients has its own risks, possibly affecting 

quality of care, arguing that “patient retention may be very sensitive to features such as the convenience of 

scheduling appointments and the courtesy of the physician’s office staff – dimensions of care distinct from the 

technical quality provided”. 
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Source: Compiled by authors, based on Greβ, Delnoij and Groenewegen, 2006; Kutzin, 2001; Maynard, 2008. 

       The mixed systems of payment can be targeted either at the patient, physician or the 

system level. In the first case salary or capitation is combined with incentives for providing 

certain services or treating a certain group of patients. In the second case the payment system 

of physicians depends on patient groups. Lastly a mix at the system level foresees that GPs 

are paid on different bases concurrently (Greβ, Delnoij and Groenewegen, 2006, p. 186). 

Although mixed systems are thought to address inherent disadvantages of each payment 

system and therefore are often presented as superior to any system alone, they need to be 

carefully designed and can present drawbacks. The mixed systems may entail several trade-

offs between cost and quality – e.g. a physician remunerated both by capitation and quality 

bonuses is concurrently paid to improve quality and reduce costs (Evans, Leone and 

Nagajaran, 2005, p. 7). Evans, Leone and Nagajaran (Ibid) show in their study that in a mixed 

system of capitation and quality incentives utilization of care can be increased with no 

significant increase in costs at the same time increasing the patients perception of quality. In 

integrated capitation systems GPs act as gatekeepers holding funds either for services in 

secondary level care or other care providers (Greβ, Delnoij and Groenewegen, 2006). This is 

intended first and foremost to create incentives for comprehensive and continuous primary 

care. 

 

 

IV. Primary health care reform in Estonia, 1991-2012 
 

After regaining independence in 1991, the Estonian health has undergone significant changes 

through several waves of reforms grouped in four phases: the early 1990s, the mid-1990s, the 

late 1990s/early 21st century, and the current system (for a more detailed overview see 

Koppel et al. 2008; Thomson et al. 2010).  

In the early nineties rapid and radical legislative reforms brought along major changes 

in that time Semashko-type health care system followed by more incremental developments 

of the system in the late nineties (Jesse et al. 2004; Koppel et al. 2008). The reforms in the 

early nineties laid ground for the institutional structure by establishing the main organisations 

and basic legislation for the primary healthcare system. Fundamental changes to the health 

care financing system were introduced by establishing mandatory and universal health 

insurance system (based on multiple sickness funds). Also organisational reforms were 

launched through decentralization of planning, purchasing and provision of the health care 

functions. The health care institutions were given stronger managerial autonomy and 

contracting system for service providers and fee-for-service payment schemes were 

established (Habicht, Aaviksoo and Koppel, 2006). The late nineties witnessed the 

recentralization of some tasks of the health care planning function decentralized in the early 

nineties. Also additional incremental changes aimed at bigger efficiency and transparency by 

clarifying and strengthening the existing legislation regulating the functions and 

responsibilities of service providers, purchasers and other stakeholders, were introduced. 

Reform trends aimed at clarifying and coordinating the system and setting strategies have 

continued also in the new century (Habicht et al. 2009).  The current phase can be described 

as continuous “fine-tuning”, monitoring and improving the performance of the system and 

ensuring its sustainability. Table 2 in the Appendix summarizes the main legislation and 

reform measures introduced in Estonia since its independence in 1991 until 2012.  

        In the Soviet era, primary care in Estonia was provided predominantly in polyclinics and 

health centres owned by municipalities. Family medicine was seen as a possibility to build up 

a more effective and better coordinated health care system (Habicht et al. 2009). The reform 

of the primary health care system was undertaken in 1991 with the main aim to establish 
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family medicine as a medical speciality with its own under- and postgraduate training 

programs. This was achieved already in 1993, followed in 1997 by the introduction of a 

country wide family physician (FP) network that required people to register with a particular 

family doctor. In 1998 circa 70% of the population was registered. Thereafter a new legal 

status of independent contractor and payment scheme for FPs was introduced (1998) and FPs 

were rendered a gatekeeping role aimed at ensuring continuous and coordinated primary care 

(Jesse et al. 2004; Habicht et al. 2009). Since 2001 primary care is organised as the first level 

of contact in the healthcare system and it is provided by family doctors contracted by the 

Estonian Health Insurance Fund (EHIF) (EHIF, 2007). Other relevant changes include the 

introduction by the EHIF of a family doctor cost model in 2003, which increased the 

difference in capitation across age groups. In 2006 a performance-based payment system for 

FPs was launched to increase the quality and effectiveness of preventive medical services and 

improve the monitoring of chronic illnesses (EHIF, 2007).  

        The main objectives of the Estonian primary level healthcare are summarized in First 

Contact Care Development Plan 2009-2015. The strategic aim set in the document is a 

functional primary level healthcare system that responds to the needs and expectations of the 

society. The previous is further elaborated into three strategic goals:  

 

1. The primary level health care services are equally accessible to all citizens; 

2. The primary level health care services ensure the quality of the main functions of primary 

care, stemming from the needs of the citizens; 

3. The use of primary level resources (money, human resources, infrastructure and 

equipment) is rational, efficient and supports the effective functioning of the overall 

healthcare system.   

 

 

Payment systems and incentives in primary health care in Estonia  

 

The family physician´s practices in Estonia are providers functioning as private entrepreneurs 

or salaried employees of private companies. FPs and nurses are paid through a mixed payment 

system comprising capitation and additional remuneration (see below). The payment 

mechanism is designed to provide incentives for FPs to take more responsibility for diagnostic 

services, treatment and continuity of care and to compensate for financial risks of caring for 

the elderly and working in remote areas (Thomson et al. 2010, p. 33). The components of the 

payment system for FPs in Estonia are presented below.  

 

1. Capitation payments. They depend on the number of patients in the FPs practice list and are 

aimed at covering main services and expenditures with furnishing, practice pay funds and 

daily supplies. The capitation payment is adjusted to patients’ age in three groups (<2, 2-69 

and ≥70 years). Family doctors with less than the minimum of 1200 patients
9
 receive 

capitation for 1200 people in order to cover their fixed costs. Initially (starting from 1998) the 

capitation rates were equal for all age groups, but in 1999 adjustments for age were 

introduced, while in 2003 the difference in capitation across age groups was further expanded 

by raising the rate for children under two years of age by more than 50% (Government 

regulation, 2001; Thomson et al. 2010). 

 

2. Base allowance aimed at covering the fixed operating cost of the practice. 

                                                           

9
 The list cannot include fewer than 1200 patients or more than 2000 patients (with the exception of some rural 

areas and islands) (Government regulation, 2001).  
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3. Fund for medical examinations and tests is seen as an incentive to provide services not 

covered by the capitation fee and it is disbursed after the provision of services based on 

invoice. This is in fact a fee-for-service payment adding up to 27% of the total capitated 

amount and 32% for FPs taking part in the quality bonus system 

 

4. Distance allowance provides additional income depending on the distance to the nearest 

hospital. It is paid to FPs working more than 20 km from the nearest hospital. Two categories 

are distinguished: 20-40 km and more than 40 km from the nearest hospital, with the latter 

category of FPs receiving circa three times more additional pay than the first 

 

5. Allocations for advisory phone line, introduced in 2005, gives FPs a possibility to register 

for a contract for providing state wide 24h advisory phone line services. 

 

6. Pay for performance. It is paid once a year and depends on the level of provision of certain 

services. In January 2006 a performance-based payment system for FPs was launched to 

increase the quality and effectiveness of preventive care and improve the monitoring of 

chronic illnesses. The FPs are free to join the P4P system which is mainly focused on 

monitoring chronic patients and the prevention of diseases (EHIF, 2007). FPs taking part in 

the P4P initiative are obliged to perform certain simple surgical procedures and monitor 

normal pregnancies. For reimbursement FPs must provide electronic reports on their 

achievement of performance annually by patients’ subgroup and services provided. For 

meeting the performance indicators a FP can receive up to 48000 kroon (€3067) annually in 

addition to the per capita payment (Thomson et al. 2010; Government regulation).  

 

Table 3 below depicts the trend since 2005 of the share (percentage) of each component of 

the payment system in the primary health care budget.  

 
Table 3: Components of the Estonian payment system, 2005-2011 (percentage of the total budget 

allocated to primary care providers) 

 

 2005 2006 2007 2009 2010 

 

2011 

 

Basic allowance 11 9.5 12 11 
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11.5 

Qualification allowance
10

 1.5 1.6 0.8 - - - 

Capitation fee 72 73 69 68 66 65 

Of which up to 2 years 2 3 3 4 3 4 

Of which  2-70 years 60 60 56 54 53 52 

Of which over 70 years 10 10 10 10 10 9 

Fund for examinations and tests  

(fee for service) 
14.5 14.5 16.5 18.5 20 20.4 

Distance allowance 0.5 0.5 0.5 0.5 0.5 0.5 

Performance pay - Not available 0.4 1.1 1.6 1.7 

Advisory phone line 0.5 0.9 0.8 0.9 0.9 0.9 

Total 100% 100% 100% 100% 100% 100% 

                                                           

10
 Qualification allowance was paid for the certificate of family physician (diploma) until mid-2007. Since 2003 

a diploma in family medicine is a precondition for signing a contract with the EHIF.  
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Source: Authors’ calculations on the basis of the Annual reports of the Estonian Health Insurance Fund, 2006-

2011.  

 

        As depicted in Table 3 the capitation payment has accounted for the largest proportion of 

FP income in the last six years, making up 72% in 2005 and 65% in 2011. The largest share of 

capitation payments has steadily been allocated to the broadest age group (2-70 years), 

followed by the elderly and the infants age group. The second important component of the 

overall budget for FPs is the fund for examinations and tests, which has been steadily 

increasing, making up more than 20% of the overall FP budget in 2011 compared to 14.5% in 

2005. Third, basic allowances hold a stable share of circa 11in the budget. Pay for 

performance, allocations of advisory phone line and distance allowance add marginal revenue 

to FPs with less than 2% each of the budget.   

 

 

V. Primary health care reform in Romania, 1989-2012 

 

Reforming the health care system to improve the status, role and use of primary health care 

services was and still is one of the main goals of health care reform in Romania (Romanian 

Ministry of Health, 2010). This is in line with international trends which increasingly portray 

a more prominent role for primary care as coordinator (possibly assuming the role in the 

‘driver’s seat’) of patients’ health care and as an efficient solution to growing costs in 

curative, hospital-based care (e.g. Saltman, Rico and Boerma, 2006; Starfield, Shi and 

Macinko, 2005). During communism, specialist care dominated the health care system with 

relatively little role and professional recognition for family medicine. FPs existed and worked 

in local health units (called dispensaries) but were typically neglected and subordinated to 

hospital directors.  

       Although interest in healthcare reform permeated the Romanian society throughout the 

post-1989 period, major reform in health care, in primary care in particular, was only 

implemented starting with late 1990s. Table 4 in the Appendix present the main legislation 

and reforms in the healthcare system in the country during 1989 to 2012. In comparison with 

other countries in the region, such as Estonia, which took more rapid steps for reform, reform 

in Romania overall was more incremental (e.g. Vlădescu, Scîntee and Olsavszky, 2008).  

       As in the case of Estonia, the reforms adopted after 1989 were first aimed at creating a 

legal framework that would reshape health care on the principles of social health insurance 

based on contractual relationships between purchasers and providers (purchaser-provider 

split) with the right of patients and families to choose a family physician. Family medicine 

gained an autonomous, recognized professional identity and FPs became private, independent 

contractors with the newly created National Health Insurance Agency and local health 

insurance agencies in each county. FPs gained a gate-keeping role and increasingly more 

responsibilities and professional recognition (which was not the case during communism and 

in the early phases of transition).  

      Social insurance contributions are set centrally and paid by employees, 6.5% of income 

and by employers at the rate of 7%. Contributions of 7% of income are also made by 

pensioners and by the self-employed. Children, dependants, students, low-income disabled 

beneficiaries and war veterans are covered with no contribution required. Insurance 

contributions currently make up most of the total expenditure on health. In 2005, for instance, 

62% of total expenditure originated from contributions and were supplemented by 13.3% tax 

funds, 19.9% out-of-pocket payments (OOP), 4.5% private insurance and 0.3% other source 

(WHO, 2012). A series of pieces of legislation – frequently amended – have been adopted, 

such as Law 74/1995 which established the College of Physicians as a national level, 

independent professional association of physicians, Law 145/1997 i.e. the social health 
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insurance Law, implemented since 1999. More recently Law 95/2006 on health reform 

adapted all previous legislation to account for the EU acquis communautaire and was 

designed to accelerate reform in all areas of health care. Through this comprehensive health 

policy makers intended to establish a coherent framework for the entire healthcare system. 

The law included for the first time a special chapter dedicated to primary care. This involved a 

greater political commitment to primary care and a further elaboration of the role, status and 

special provisions concerning primary care and primary care providers. The widespread 

international concept of general practice was introduced along with greater control of 

providers over the ownership of their practice, increasingly phrased in a novel way in business 

terms. However, GPs cannot negotiate the specific provisions of the contract they sign with 

county insurance houses. The specific provisions are established yearly in a framework 

contract jointly issued by the Ministry of Health and the National Health Insurance House 

(HG 1389/2010; SNMF, 2010).  

         This trend of greater emphasis placed by Romanian legislators on the use of primary 

care has continued recently and is considered a key goal of the overall reform of the 

healthcare system (Romanian Ministry of Health, 2010). As stated in official policy 

documents, such as the National Strategy for the Rationalization of Hospitals (Romanian 

Ministry of Health, 2010), a key current goal of health care reform is to “remodel” the 

demand for health services, which according to health officials involves a greater use of still 

inadequately developed primary care and a rationalization of the overuse of curative, hospital 

care. The underlying objective is to increase savings and efficiency at the system level starting 

from the wide observation that a greater reliance on and incentivization of primary care and 

preventive services can reduce referral rate to higher and more expensive levels of care 

(Memorandum to HG 303/2011; Romanian Ministry of Health, 2010). In proposing this shift 

central policy makers argued that hospital care is still considered in Romania as the ‘primary 

method of intervention’, a legacy from the communist regime (Romanian Ministry of Health, 

2010). While financial stringency is no doubt driving the current wave of reforms, quality 

considerations are presented as complementary – the goal is at the same time to improve the 

quality of primary and outpatient care in addition to improving the efficiency of the system 

(Romanian Ministry of Health, 2010). All these envisaged changes are currently in the 

process of being integrated in a new comprehensive healthcare law which is currently under 

debate and consultation with relevant stakeholders (Romanian Ministry of Health, 2012).   

 

Payment systems and incentives in primary health care in Romania 

 

Both capitation and FFS are currently used to remunerate primary care providers in Romania. 

The special provisions concerning the type and amount are established in the methodological 

norms of the framework contract concerning healthcare provision within the Romanian social 

health insurance system.
11

 Although not officially considered a distinct payment mechanism 

in the relevant legislation (see footnote below), there are special conditions, which we will 

call incentives, that are designed to stimulate the behaviour of primary care providers in some 

sense. They are embedded within capitation and FFS. They are equally not considered pay for 

performance incentives since, unlike in the Estonian case, there are no specific provisions in 

the law currently for the use of pay for performance in primary care in Romania.  

                                                           

11
The current provisions for 2011-2012 have as legislative basis HG 1389/2010 with subsequent amendments. 

For this reason this particular legislation will be extensively used in this section.  
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        The system of payment is based on “points” which providers can accumulate depending 

on the number
12

 and age of patients registered on their list of registered patients (the 

capitation system) and the amount and type of services provided (for the FFS payment). By 

summing the two parts a total number of points is obtained which then is multiplied by the 

value per point to form the monthly income of a provider. A number of special provisions and 

exceptions exist – not all will be included in our treatment here, but those that pertain to 

incentivizing behaviour will be dealt with in greater detail below.  A key recent development 

has been a change in the ratio between the budget allocated centrally to capitation and FFS 

payments. Traditionally, capitation constituted the main component of the overall system, 

until recently the ratio was 70% capitation compared to 30% FFS. However, currently the 

ratio is 50% capitation and 50% FFS, which reflects a greater reliance on co-payments to 

increase the income of primary care providers (Methodological norms, framework contract 

2012, annex 2, p. 18). Below, developments and recent trends in payment mechanisms in 

primary care in Romania are presented in greater detail.  

 

1. Capitation payments. Capitation has been traditionally the main mechanism of payment in 

primary care in Romania since the shift to the social health insurance system. It is designed to 

remunerate primary care providers for a wide variety of primary care services. The actual 

amount paid to providers through capitation is a function of the number of capitated points 

and the value established for a point. The capitated points depend on the number and age of 

registered patients with greater points allocated to infants and senior citizens (Table 5). The 

value of a point per capita is adjusted each trimester and depends on the funds allocated for 

this particular type of payment mechanism.  

 
Table 5: Capitated points as a function of age of registered patients in Romanian primary care 

 

Age group 0-3 4-59 60 and above 

Number of points per 

registered patient (yearly) 
11.2 7.2 11.2 

        Source: Methodological norms, framework contract 2012.  

  

2. Fee for services (FFS) have been increasingly used in primary care in Romania so that 

currently funds allocated to providers through this mechanism constitute 50% of the total 

budget allocated for primary care. As in the case of capitation, for each type of service 

reimbursed through a FFS mechanism, providers accumulate points. The points are 

subsequently multiplied by the value of a fee for service to obtain the total amount paid 

through this mechanism. Primary care providers can be reimbursed up to a certain number of 

capped services (or consultations) – capped currently at a maximum of three home 

consultations per day and 20 per month (in the case of home consultations, see also Table 6 

below). There is a clear difference in the number of points with an embedded incentive 

provided for stimulating home consultations. The actual value of a point is determined 

centrally in each trimester as a ratio between the fee for service budget allocated for a 

trimester for the payment of providers and the number of fee for service points. This forms the 

final and unique value used nationally to determine the amount of a fee for service point.  

 

 

                                                           

12
The current legislation states that the optimal number of patients registered on the list of a primary care 

provider is 1800 patients. Special provisions and algorithms of calculation exist for a list greater than 1800 and 

furthermore greater than 2200 patients.  
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Table 6: Fee for service points by type of service/consultation 

 

Type of service Home consultation 
Consultation at 

provider practice 
Other medical service 

Number of points 15 5.5 5.5 
Source: Methodological norms, framework contract 2012.  

 

4. Special provisions and incentives embedded within the two main payment mechanisms. 

They are designed to change provider (typically) or patient behaviour in some sense or to 

cover for possible additional costs. What appears typical in the Romanian primary care 

system is the prevalence of incentives meant to increase access to disadvantaged 

populations or improperly covered areas. They are not quality or performance incentives 

per se, which means that up to this moment quality and performance incentives have not 

yet been adopted in Romania, unlike Estonia and other countries in Europe.   

 

a) Incentive to register ‘institutionalized’ patients. Depending on age group the 

capitated points are increased by 5% if primary care providers choose to register 

patients (typically children) who live in public or private social placement 

institutions such as orphanages 

b) Incentive to open a practice in a disadvantaged or underserved area. In this case 

the number of capitated points used for payment is supplemented by extra points 

according to a certain formula.  

c)  Incentive for higher education and qualification. Depending on qualifications, a 

“chief physician” (medic primar in Romanian, which is the highest qualification in 

the Romanian system) can earn 20% more points compared to a specialist 

physician and 10% fewer points without the qualification of a specialist physician.  

d) Incentive for opening a new practice. The income of a new provider for a period of 

three months considered by legislators to be necessary for a doctor to enlist 

potential patients consists of i) an amount equal to the average of the minimum 

and maximum salary within the public healthcare system for a given qualification, 

plus certain provisions concerning provisions a) and b) listed above; ii) a ‘start-up’ 

amount to account for administrative and other personnel costs as well as for costs 

with medication and basic medical equipment equal to the amount in i) multiplied 

by 1.5.   

 

 

VI. Implications of recent changes in payment systems and incentives in primary care: a 

comparison of the two cases 

 

The presentation of payment mechanisms for primary care providers in the previous section 

has revealed some clear recent trends in the two systems. First, capitation has remained a 

predominant system to remunerate providers, but in recent years in both countries – but most 

clearly in Romania – FFS has become increasingly common. Currently in Romania 50% of 

the budget is allocated through FFS. Second, the use of incentives to increase coverage and 

equity have been a major component of the payment mix in both systems; however, studies 

reveal that access to primary care remains a concern especially in certain rural areas and for 

certain social groups in both countries. In Romania this has possibly been affected by the 

greater reliance on FFS in recent years while in Estonia it is a function of broader contextual 

factors. Third, explicit financial incentives in the form of pay for performance are still little 
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used in primary care in the two countries, although in the Estonian system a formal  P4P 

scheme has been implemented for six years.  

The impact and implications of recent trends in altering behaviour through payment 

mechanisms in primary care are not easy to gauge (Greβ, Delnoij and Groenewegen, 2006) 

but on the basis of the comparison of the two systems some preliminary findings can be 

discerned. These possible implications of recent reforms follow theoretical considerations 

drawn from the existing body of literature on payment systems and incentives in healthcare, 

introduced earlier in the paper, and on contextual factors that are particularly relevant for each 

system. The implications are discussed below one by one.  

First, the increasing use of FFS can remodel demand for healthcare services – as 

envisaged by Romanian health policy makers – to strengthen the role and increase the range 

of services provided in primary care to improve the overall efficiency of the healthcare 

system. Under FFS, primary care practices are encouraged to provide more services “in 

house” which can reduce referral to higher and more expensive levels of care. Therefore the 

efficiency of the overall healthcare system can be enhanced. However, while theoretical 

expectations point in this direction, specific contextual factors of the Romanian primary care 

system and society can prevent expected system-level savings and efficiency with further 

implications for the quality of care. Providing a broader range of services in primary care 

requires greater capacity, both human and physical, which is still a major need in certain areas 

of the country where major disparities exist (Vlădescu, Scîntee and Olsavski, 2008; see also 

WHO, 2012 for a recent empirical assessment). Likewise, in the Estonian case, broadening 

the scope of services provided is especially problematic in rural areas, where a FP can rarely 

practice special procedures, but complex and new services require experience; therefore, 

enhancing the range and quality of services concurrently is contradictory. Most 

fundamentally, in the Romanian case it may require a cultural change on the part of the 

population, who is still overall accustomed to viewing hospitals as the main, and superior, 

care-giving unit and healthcare as being free at the point of delivery (Romanian Ministry of 

Health, 2010; WHO, 2012, p. 14). Cultural changes typically take time to become effective, 

longer than a needed improvement in capacity and infrastructure (e.g. Pollitt and Dan, 2011). 

As in the case of Romania, Estonian policy makers have pursued an increased provision of “in 

house” services while the enhancement of the gate-keeping role of primary care in the 

healthcare system has been on the agenda for years (First Contact Care Development Plan 

2009-2015; NAO, 2011). The problem of FPs over-referring patients to specialist care, even 

in cases where the provision of medical services is in their competence, is prominent (First 

Contact Care Development Plan 2009-2015; NAO, 2011). In both countries a key problem 

lies in the lack of motivation of FPs to provide all the services pursuant to legislation. The 

solution in terms of payment system adopted in Estonia was the introduction of the P4P 

scheme in 2006 to increase the proportion, but also quality and effectiveness of preventive 

medical services and increase the role of FPs in monitoring chronic illnesses (Thomson et al. 

2010). Theoretically, this should at least in part address the problem of over-referral, as P4P is 

considered a useful component to overcome under treatment in capitation-based systems (Van 

Herck et al. 2010). Still, the National Audit Office of Estonia (NAO) has argued that the 

system has not been effective in achieving these goals for several reasons. On the one hand, 

some services that should be provided by FPs are considered too complex and only rarely 

provided, hence providers do not have the necessary experience for providing the service 

(NAO, 2011). On the other hand, over referring patients to specialist care is correlated with 

the age (and consequently to previous work experience in the communist system) of providers 

(Ibid). As in Romania this points to some deep-seated cultural, institutional features that resist 

change. Estonian FPs themselves admitted that the habitual practices to refer patients with 

chronic illnesses to specialist care is related to the earlier work culture and main principles of 
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health care provision (Ibid). A further improvement of the system foresees a shift towards 

clarifying and curbing the list of services of FPs and focusing on the retraining of FPs. Hence 

it could be argued that it is not the incentives that lie in the payment system that are in the 

spotlight when trying to alter the pattern of service provision among FPs, but rather the 

(supportive) contextual factors that may need more and enduring attention.   

A second implication is that a mixed system between capitation and FFS with a growing 

FFS component is expected to address the tendency for undertreatment in full capitation 

systems and overtreatment in pure FFS systems. It is anticipated that recent changes may 

affect access to services due to a higher portion of user fees and copayments. Some recent 

empirical literature has in part supported this hypothesis although it should be emphasized 

that most of it does not include recent reforms and reflected the predominant capitation-based 

payment structure. Further empirical research needs to be conducted to estimate the effects of 

FFS on affordability and accessibility of primary care services. On the basis of previous 

studies (e.g. WHO, 2012) there is some evidence that a higher copayment rate can discourage 

patients from regular physician visits and needed care while possibly stimulating informal 

care. In achieving the policy goal of rationalizing resources in the healthcare system overall, 

the co-payment rate in primary care in Romania has remained overall lower than in secondary 

care to encourage the use of primary care (Romanian Ministry of Health, 2010). A lack of 

culture of paying for health care at the point of delivery combined with poverty and low 

incomes in certain areas and lack of a strong ethical culture constitute possible contextual 

factors that can worsen the implications for access to care stemming from recent reform. 

These are particularly relevant for the Romanian case. In respect with the need for observing a 

strong ethical code in day to day practice, it should be noted that recent reform can possibly 

have further possible implications analysed through this lens (Gosden, Pederson and 

Torgerson, 1999). On the one hand, FFS are expected to reduce informal payments since the 

income of FPs was expected to increase following the greater role of FFS. On the other hand, 

however, lack of a strong ethical code can facilitate an increase in provider-induced demand 

since with FFS FPs have a bigger incentive to increase their number and type of services. If 

not supported by an ethical culture, this can have further negative implications stemming from 

over- or improper treatment (Gosden et al. 2000).  

A third possible implication concerns the expected improvements in recognition of the 

role of primary care providers and better communication and collaboration between primary 

care staff, secondary care physicians, social workers and other welfare providers. Assuming a 

larger range of services can create an impetus leading to greater recognition of the role and 

status of primary care physicians, continuing the longer process in this direction since the 

early 1990s. It has been noted in the literature that in Romania primary care has not yet gained 

the coordinating role that PHC has in certain developed systems in the West (Romanian 

Ministry of Health, 2010). Some evidence exists of growing recognition for primary care 

since 2006 when a distinct chapter of the 2006 comprehensive health care law was devoted to 

primary care, but improper vertical collaboration and coordination still exist in the health care 

system (WHO, 2012). The communist legacy, overwhelmingly centred on specialist care, can 

be one main factor that explains this slow development in combination with the content of 

medical education in the country which lacks a proper integration across levels of care. The 

case of Estonia provides further insight into coordination issues between different levels of 

care and collaboration with other partners involved in welfare services. As in Romania, this 

has been a crucial element of the reform. NAO (2011) concludes, for instance, that in Estonia 

over-referral of patients with hypertension could be improved with greater cooperation and a 

decrease of duplication in the work of FPs and cardiologists. To foster cooperation different 

internet-based solutions (e.g. e-referral to specialists, digital receipt) are in place in Estonia, 

but their functionality has not been taken full advantage of (First Contact Care Development 
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Plan 2009-2015). A larger shift in general work culture (the attitude and work practices) is 

needed to foster better cooperation among health care providers. In addition geographical 

access in a number of villages in the country is limited (First Contact Care Development Plan 

2009-2015) which calls for improved coordination between health care providers and other 

social service providers. In the payment system of FPs distance allowance as a motivation 

mechanism for better treatment of far-away patients has been established, but it does not 

appear to have eased the problem. Clearly, the distance allowance alone cannot serve as a 

main mechanism for overcoming transportation problems, instead bigger cooperation with 

local governments and actors in other policy domains is needed. Another factor that hinders 

the cooperation and hence the proper functioning of the current system is the reputational 

factor pointed to in the earlier section – often referral to specialist care is insisted upon by the 

patient due to lack of trust in primary care providers’ expertize (NAO, 2011).This is a clear 

example of a problem that cannot be solved with any single payment system, but is dependent 

on the attitudes toward the health care system of the population. In both countries, deep-

seated attitudes about the role and capability of primary care providers still exist, which take 

time to surmount.  

Fourth, recent trends do not seem to have any direct implications on the predictability of 

incomes of primary care providers, which is found a principle and distinct problem of the 

Romanian primary care system. The organizations representing the interests of primary care 

providers in Romania, such as the National Society for Family Medicine as well as 

practitioners and academics (e.g. Vlădescu, Scîntee and Olsavski, 2008) have stressed the 

high level of unpredictability of incomes in primary care. The point system used in Romania 

strikes as more complex than the Estonian system, raising other possible concerns in terms of 

transaction costs and the ability to manage the system effectively. Particular characteristics of 

the Romanian administrative system distinguish it from the Estonian case, which can explain 

the complexity and unpredictability of incomes in primary care. First, it is a system based on 

observing formal procedures rather than achieving results. Second, this complexity stemming 

from a search for a rule-based administration has been so far a main attempt by policy makers 

to address high levels of informality and even corruption in the political-administrative 

system (e.g. Pollitt and Dan, 2011).  

A fifth implication that we discuss in the following paragraphs pertains to the potential for 

a greater role of P4P schemes in both countries. As already emphasized there is a need for 

higher quality and performance of primary care services in both countries which makes P4P a 

potential solution. Monitoring and evaluating quality and performance – especially in primary 

care in Romania – are still in their infancy (e.g. Vlădescu, Scîntee and Olsavski, 2008; WHO, 

2012). Recent reform in Estonia has acknowledged the role of P4P, but it is still used only 

marginally and by a small fraction of providers who voluntarily registered for the scheme. In 

Romania a P4P scheme was used up to 2010 to incentivize immunization services but little is 

known about its effectiveness (WHO, 2012). There is a lack of culture of performance and 

especially outcome-based healthcare and recent changes have not had noticeable implications 

in fostering a new type of outcome-based culture (Pollitt and Dan, 2011). P4P schemes have 

been increasingly used in Western healthcare systems as part of a larger trend towards 

performance in public services more generally (e.g. Saltman and Figueras, 1997; Smith et al. 

2009). However, experience in other countries has shown that certain criteria need to be met 

before a full-fledged P4P scheme can successfully be implemented in a transitional context. 

The presence of contextual factors such as those mentioned in previous points above may 

hinder the expected successful results in terms of higher quality and overall performance 

(Pollitt and Dan, 2011). While a complete performance regime has not yet been promoted in 

any of the two systems, various incentives embedded in the main payment systems have been 

common in both Estonia and Romania. The question remains how effective these have been 
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and to what other, unintended consequences they have given rise. This empirical question is 

by no means easy to answer: a host of challenges face evaluators such as causality and 

attribution problems, lack of before and after data and the difficulty to evaluate certain 

components of larger reform programmes (Pollitt, 1995; Pollitt and Dan, 2011; Smith et al. 

2009).  

Further developments in terms of P4P in Estonia are geared towards a more systematic 

and broad based implementation of such existing schemes (NAO, 2011). A first step foreseen 

in the First Contact Care Development Plan 2009-2015 is the increase of participation in the 

P4P system and a move from voluntary to compulsory participation. On one hand it should 

help to overcome the self-selection problem pointed out by Van Herck et al. (2010, p. 9) 

according to whom voluntary participation leads to overrepresentation of (already) good 

performers. However, compulsory participation, on the other hand, may place burdens on the 

FPs with a more sizable proportion of patients with chronic illnesses both in terms of medical 

and administrative tasks. The latter could reinforce one of the main negative effects of 

capitation systems – enrolling patients that are less expensive to treat. In addition, a main 

criticism that providers were found to have with respect to the current P4P in Estonia is a high 

proportion of time-consuming technical administrative work. FPs must provide electronic 

reports on their achievement of performance annually by patients’ subgroup and services 

provided. Since the P4P initiative is not proportional to the extra funds received (NAO, 2011), 

increasing the share of FPs participating in the initiative seems problematic. This is especially 

the case since work overload has been brought out as a relevant problem in primary care (First 

Contact Care Development Plan 2009-2015). Hence the further development of the payment 

system should be complemented by additional funds or a greater proportion of P4P in the total 

funding to enable recruiting nurses and administrative staff. Also it may be advantageous to 

broaden the types of services funded through P4P. 

Besides implementing P4P more broadly, another initiative aimed at solving numerous 

problems of primary health care provision in Estonia (mostly accessibility and quality of care) 

has to do with restructuring the principles of patient lists (First Contact Care Development 

Plan 2009-2015). Namely, the aim is to decrease the number of extensive lists (i.e. lists that 

include more than 2000 patients) and the average number of patients on a list. The initiative 

seems rather logical, as smaller patient lists means that the number of practices should 

increase and be more dispersed geographically. Nevertheless, one acute problem in Estonia 

today is related to the lack and quick ageing of qualified service providers. The number of FPs 

is decreasing due to age-specific characteristics and a “retirement wave” in a twenty years’ 

perspective (NAO, 2011). In addition, FPs are not motivated to work in rural areas due to 

short patients’ lists, lower incomes and other disadvantages related to single-held practice 

such as a higher proportion of administrative tasks and scarcity of locations) (First Contact 

Care Development Plan 2009-2015; NAO, 2011). All in all, as the number of patients forms 

the core of capitation payment system, the current payment scheme has to be carefully revised 

so that changes in patient lists would not reinforce the negative incentives entailed in the 

capitation payment or paralyze existing positive incentives. Lastly, many of the 

aforementioned problems have stimulated the development of stronger reputational 

mechanisms in Estonia that would be based on a well-functioning “objective” quality 

assessment system (First Contact Care Development Plan 2009-2015). Further improvement 

of the existing quality standards and compulsory work practices have been considered to 

mitigate the over-referral of patients to secondary care, which is seen as a sign of a system 

that is still developing. However, the quality assessment initiative may well increase the 

administrative cost at the system level and possibly bring about additional administrative 

burdens, which need to be carefully weighed and compared to the likely benefits of the 

initiative. 
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VII. Conclusions 

 

This article looked at developments in payment systems and incentives in primary care in 

Estonia and Romania since the early 1990s when both countries engaged in major reform in 

healthcare. Particularly, we described comparatively recent changes in payment mechanisms 

in primary care, followed by a detailed analysis of potential and tentative implications of these 

changes. On the basis of an extensive review of literature of expected effects of payment 

systems and incentives, including pay for performance (P4P), in both countries and in other 

places, we analysed recent trends in payment mechanisms in the two country cases and 

reached a number of preliminary findings, which should be further tested empirically. Due to 

the paucity of reliable empirical evidence in the field in both countries, we stress the need for 

further research. Moreover, due the on-going nature of reform – particularly evident in 

Romania – new empirical research should capture current developments, such as the new 

healthcare law in Romania and its implications for primary care.  

 Our comparative framework revealed a number of similarities and differences in the 

two primary care systems, including payment mechanisms, which we analysed in detail in the 

previous section and summarize key findings here. In both countries, health policy makers 

have envisaged a more prominent role for primary care in recent years in line with 

international trends. Changes in payment systems and incentives have drawn increasing 

attention in both healthcare systems and have been considered as one of the key instruments 

that can lead to greater motivation, satisfaction, efficiency, effectiveness and performance. 

While capitation has remained a main component of the payment system in both nations, FFS 

has gained increasing ground, especially in Romania where currently the proportion of FFS 

payments equals that of capitation. A number of incentives embedded in capitation and FFS 

are targeted at increasing access, equity and, particularly for the Romanian case, at motivating 

the acquisition of higher qualifications and the establishment of new practices, especially in 

rural areas where there is insufficient coverage of primary care services. In addition to the 

main mechanisms and their embedded incentives, performance incentives such as P4P have 

been experimented with, but they are insufficiently used. Potential exists for using them on a 

larger scale to improve prevention, quality and performance, but such schemes do not “work” 

effectively in all settings, as previous research in the West has shown. We discussed possible 

contextual factors that can prevent successful implementation and use of P4P. Overall, 

implications of these recent trends have been analysed in the light of theoretical expectations, 

other countries’ experiences and case-specific contextual factors that can facilitate, mitigate or 

prevent the effectiveness of recent reforms.   
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Appendix 
 

Table 2: Major legislation and reforms in the Estonian healthcare system, 1991-2012 

 

Year Legislation/Reform 

1991 Health Insurance Act 

replaced the Soviet-style health system with a mandatory and universal 

system of health insurance administered by regionally organized, non-competing 

sickness funds (Health Insurance Fund) 

1994 Health Services Organization Act 

regulated the responsibilities of different administrative levels, 

decentralizing planning and organization of primary and secondary care to the 

municipal level and triggering a process of transferring ownership of health care 

institutions from the state to municipalities 

1995 Public Health Act 

established the status, structure, functions and financing of the public health 

network in Estonia. The Act has been amended several times in order to comply 

with EU accession requirements reshaping the old USSR Sanitary-Epidemiological 

(SANEPID) service network into a modern system of public health services 

2001 Health Insurance Fund Act 

established the EHIF as a public independent body managed by a 

supervisory board consisting of state, employer and employee representatives. It is 

intended to strengthen the purchasing power, organizational efficiency and public 

accountability of the health insurance system 

2001 Health Services Organization Act 

re-centralizing planning functions at the national level, establishing a new licensing 

system for doctors and institutional providers, defining the legal status of providers 

as private entities and explicitly defining the financing responsibilities of different 

sources of funding 

2001 Law of Obligations Act 

established a relationship between patients and providers of health care for the first 

time. 

2002 Health Insurance Act 

this act is intended to establish clearer regulation of all aspects of the health 

insurance system, including validity periods, benefits, reimbursement lists and 

levels for health services and drugs, maximum levels of cost sharing for insured 

people and contractual relationships between the EHIF and providers. 

2003 Hospital Network Development Plan 

Main aim is to rationalize the hospital sector by categorization and regional 

reorganisation of hospitals (emphasizes the simultaneous and continuous 

development of PHC to increase the role of the latter in primary healthcare 

provision). 

2008 National Health Strategy 2009-2020 

Main aim is to enhance long life and the quality of life. An important part of the 

strategy focuses on the further development of efficient and patient-centred health 

care system. 

2009 First Contact Care Development Plan 2009-2015 

Main aim set in the document is a functional primary level healthcare system that 

responds to the needs and expectations of the society by securing equal access, the 

quality of the main functions of primary care, and efficient use of primary level 

resources (money, human resources, infrastructure and equipment).  
Source: Adapted from Koppel et al. 2008, p. 94 (for up to 2005), complemented by the authors for developments 

during 2007-2012.    
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Table 4: Major legislation and reforms in the Romanian healthcare system, 1989-2012 

 

Year Legislation/reform 

1992-1994 Simulation testing of primary care reform (to financing) in four districts 

1993 A Healthy Romania, produced by team of experts, funded by World Bank 

1994 Social Health Insurance Law approved by the Senate 

1994 
Government Decision (no. 370/1994) to pilot primary care reform in eight 

districts (ended in 1997) 

1995 Legislation to establish the College of Physicians 

1997 
Social Health Insurance Law approved by the Chamber of Deputies 

(implementation started in 1999) 

1998 Public Health Law (no.100/1998) 

1999 
Ministerial Order (no. 201/1999) placed restrictions on number and 

distribution of pharmacies (amended in 2005) 

2002 
Emergency Ordinance (no.70/2002) decentralized ownership of public 

health care facilities from central to local government. Not implemented in practice.  

2002 
Emergency Ordinance (no. 150/2002) modified initial National Health 

Insurance Law 

2002 
Law on Mental Health Promotion and Protection of Persons with 

Psychiatric Disabilities 

2002 
National Anti-Poverty and Social Inclusion Plan, Government Decision 

(no.829/2002) 

2005 
Government Ordinance removed National Health Insurance Fund from 

coordination by Ministry of Public Health 

2006 Health Reform Law (no.95/2006) 

2007 Ministry of Public Health strategic plan for 2008–2010 

2008 

Report of the presidential commission for healthcare. Furthered the priority of an 

integrated approach to reform and placed further emphasis on the key role of primary 

care.  

2008  
Emergency Government Ordinance (no. 162/2008). Initiation of the decentralization 

process in hospital care (not implemented de facto previously) 

2008 Pilot phase of hospital decentralization in Bucharest and Oradea 

2010 

Emergency Government Ordinance (no. 48/2010) adopted under financial stringency 

and strict agreements with the IMF. Amended previous legislation and stipulated the 

decentralization of most local and county hospitals which are now owned by 

municipalities and enjoy increasing managerial autonomy. More emphasis placed on the 

role of professional hospital management.  

2010 

National Strategy for the Rationalization of Hospitals designed by the Ministry of 

Health on the basis of a number of World Bank reports. Clearly emphasizes the 

remodelling of healthcare demand and placed a greater role on increasing the type and 

extent of services treated in primary care to reduce hospital care and foster efficiency at 

the healthcare system level.  

2012 

New healthcare legislation under consultation (first half of 2012). Major changes are 

envisaged, such as amendments of the legal form of hospitals and the extent of hospital 

autonomy. Primary care is seen as a major means to reduce system-level healthcare 

costs.  
Source: Vlădescu, Scîntee and Olsavszky, 2008, p. 138 (for up to 2007), complemented by the authors for 

developments during 2007-2012.    

 

 

 
 


