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PUBLIC FINANCING
OF HEALTHCARE SERVICES

AGNIESZKA BEM*

Abstract Healthcare in Poland is mainly financed by public sector entities, among them the National Health Fund
(NFZ), state budget and local government budgets. The task of the National Health Fund, as the main
payer in the system, is chiefly currently financing the services. The state budget plays acomplementary
role in the system, and finances selected groups of services, health insurance premiums and investments
in healthcare infrastructure. The basic role of the local governments is to ensure access to the services,
mostly by performing ownership functions towards healthcare institutions.

JEL Classification: 111,115,118
Keywords: healthcare financing, public funds, Poland

INTRODUCTION

Healthcare services are not a typical public good - they
may be financed and performed both by the public
and the private sphere. Yet due to the imperfect nature
of the health service market, in most countries public
authorities take at least some of the responsibility for
the functioning of the healthcare system.
Itisimportant to note that expenditure on health (from
the point of view of the State) can be treated also as
a good investment and not just a cost — arguments for
this approach are based on the perspective of public
health, economic and social welfare (Hnatyszyn-
Dzikowska, 2012).

Also in Poland, based on art. 68 of the Polish
constitution, public authorities have been charged
with the duty to ensure to all citizens, regardless
of their material status, equal access to healthcare
services financed with public means in the statutory
scope.

Healthcare infrastructure development shifted the
problems of ensuring services, in the sense of physical
access, away from the main focus. Issues of financing
healthcare services became the primary problem.

Progress within medical technologies increases the
range of available therapies, but also their costs.
Demographic changes occurring in the society and
pressure to improve service quality force the entities
responsible for the systems construction to make
difficult economic decisions. The third factor of rising
costs is inflation in the sector of healthcare, which is
generally higher than in others. (Jones, 2002).

In the Polish healthcare system, public means
dominant. This is due to the authorities taking
the responsibility for the systems functioning.
Despite that, the financing system is a certain
mosaic, consisting of public sphere entities, mainly
the National Health Fund, state budget and local
government units. Each of those entities performs
different tasks within healthcare.

The aim of this paper is to present issues related to
healthcare financing from public means in Poland.
The basic source of data for the analysis was
a database published by the Organisation of Economic
Cooperation and Development (OECD Health Data)
and Polish sources:

1) budget Acts for the years 2004-2012 (ISAP),
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2) financial plans of the National Health Fund for 2004-
2012 (NFZ),

3) National Health Accounts for 2006-2009 (GUS - Main
Statistical Office),

4) basic healthcare data for 2005-2009(Main Statistical
Office),

5) Health and Healthcare in 2010 (Main Statistical
Office),

6) price indices for consumer goods and services for
2003-2011 (Main Statistical Office).
The problem of healthcare system organizations
and funding seems to be essential. It provides an
ongoing talking point in public debate in almost
every country, and in Poland as well. Many Polish
authors greatly contributed to this subject. Worth
noticing are the publications of Ewelina Nojszewska,
(Nojszewska, 2011) (Nojszewska, 2009), Jadwiga
Suchecka (Suchecka, 2010), (Suchecka, 2011), Iga
Rudawska (Rudawska, 2007), (Rudawska, 2011),
(Rudawska, Urbanczyk, 2010), Kazimierz Ry¢ and
Zofia Skrzypczak (Ry¢, Skrzypczak, 2011a), (Ry¢,
Skrzypczak, 2011b), (Ry¢, Sobczak, 2010). These
papers present key terms of the healthcare market
and concentrate on basic organisational and financial
problems of the healthcare system in Poland, Europe

and worldwide organisations providing at the
same time valuable and very detailed information.
The financial aspects discussed in these papers
refer generally to macroeconomics. The studies of
Aldona Frackiewicz-Wronka (Frackiewicz-Wronka,
Owczorz-Cydzik, Sobusik, 2004) (Fraczkiewicz-
Wronka,  2009b), Cezary W. Wtlodarczyk
(Wtlodarczyk, 2010), Jerzy Leowski (Leowski, 2010)
or Teresa Mroz (Mroz, 2011) also follow the idea of
healthcare organization and financing.

HEALTHCARE SERVICE FINANCING
FROM PuBLICc FUNDS

The healthcare financing model applied in Poland is
based on a general health insurance system in which
services are financed with obligatory premiums and
The adopted conception of financing the services
usually implies a considerable share of public means
in the healthcare sector, although the insurance may
be provided both by public entities and - usually
on a smaller scale — by private entities. access to
health services is connected with the fact of having
insurance protection.

Figure 1: Public means’ share in healthcare (in % of total expenditure) in 1999-2009
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Source: Own analysis on OECD Health Data 2011 (www.oecd.org)
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The adopted conception of financing the services
usually implies a considerable share of public means
in the healthcare sector, although the insurance may

be provided both by public entities and - usually on
a smaller scale - by private entities.

Figure 2: The share of public means and out-of pocket expenditures
in healthcare (in % of total expenditure) in selected countries in 2009
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Source: Own analysis on OECD Health Data 2011 (www.oecd.org)

Despite the changes which have been taking place in
the healthcare system since 1999 in connection with
the intensive development of the private sector, the
share of public means in healthcare oscillates at about
70% (72.2% in 2009) (figure 1). The rate corresponds
to the average in OECD countries (71.73% in 2009).
Yet comparing Poland to other countries in which
healthcare is based on the general health insurance
system, the share of public means is relatively low
(figure 2).

The relatively low share of public means in the system
is not a result of the abandonment of private health
insurance - which is compulsory (which can be
seen e.g. in Germany) — private health insurance in
Poland is still only complementary towards the public
insurance. Thus the high share of private means results
mainly from households participating significantly in
financing the services — in 2009 they made up 24%

of current expenditure for healthcare. To compare,
that share (out-of-pocket payments) in an analogous
period in Germany was 13.1% (figure 2).
Public means in the Polish healthcare system come
from three main sources:

1) social funds (National Health Fund),

2) state budget,
3) budgets of local government units.

A definite majority of the means are dispensed by
the National Health Fund. In the successive years,
they make up nearly 90% of all public means in the
healthcare sector (89.5% in 2009). Other public means
come from the state budget (8.9% in 2009) and local
government budgets (1.6% in 2009). The structure
remained constant in successive years (figure 3).
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Figure 3: The share of public means from the particular sources in 2006-2009
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Source: Own calculations based on National Health Account for 2006-2009.
Gtowny Urzqd Statystyczny (www.stat.gov.pl)

The means of key significance for healthcare
financing in Poland are the public means collected
by the National Health Fund. The Fund functions as
a state legal entity established with the Act on publicly
funded healthcare services. The Act and the NFZ
Statute constitute the legal framework for the Fund’s
Activity.

The basic task of the Fund is to manage the collected
means for the people insured and entitled to the
services. The main tasks of the Fund include:

1) defining the quality and availability of the services,

2) cost analysis,
3) contracting and financing healthcare services,
4) health promotion,

5) keeping the Central Register of the Insured.

FINANCING HEALTHCARE SERVICES
FROM THE NFZ BUDGET

The main source of the fund’s revenues are premiums
for health insurance (with the due interest). Other
sources, including donations, subsidies and financial
revenues, are marginal from the point of view of
financing the services. In the financial plan for 2012,
state budget subsidies (for tasks related to medical
rescue) made up a mere 3.19% of the Funds net
revenues, other revenues (including legacies and

donations) - 0.06%, and financial revenues (interest
from deposits) - 0.05% of net revenues.

The amount of the health insurance premium
depends on a few factors:

1) premium rate,
2) number of people paying the premium,
3) tax assessment basis.

The final revenues of the Fund are the outcome of
the above. The possibility to influence their level is
very limited, and only concerns the rate of the health
insurance premium. The other elements which
influence the premium’s amount depend on the
course of economic processes (GDP and inflation
increase) and demographic processes that impAct the
number of people paying the premium and entitled to
the services.

The health insurance premium is paid monthly and
is indivisible. It is calculated based on the premium
assessment basis. The statutory premium rate is
currently 9% (in 1999-2012 it grew slowly from
the initial 7.5%) (see table 1) and is partially tax-
deductible - up to 7.75%. The remaining 1.25% is the
tax-payer’s additional charge.
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Table 1: Rates of health insurance premiums in 1999-2012

Years Premium rate Tax-deductible premium rate
1999-2000 7.50% 7.50%
2001-2001 7.75% 7.75%

2003 8% 7.75%
2004 8.25% 7.75%
2005 8.50% 7.75%
2006 8.75% 7.75%
2007-2012 9% 7.75%

Source: Own presentaion based on data of the Social Insurance Company (ZUS) (www.zus.gov.pl)

The right to healthcare services includes family
members who are not otherwise bound to be insured' .
The insured person may apply for health insurance
for their relatives, lineal descendants and spouse who
are living in the same household. Covering household
members with health insurance does not change the
amount of the insurance premium (except for some
farmers since 2012).

It is rather complicated to establish the assessment
basis due to the variety of solutions in that area.
The scope of this study does not allow an extensive
analysis, thus only those solutions will be presented
which concern how the premium basis for employees,
people conducting businesses, and farmers is
determined.

In the case of employees, the rules defining the
basis for pension and retirement pension insurance
premiums is applied. Remunerations are not excluded
for periods of being unfit for work due to illness or
limited to the amount equal to 30 times the value
of the forecasted average monthly remuneration in
the national economy for the given calendar year
(as concerns premiums for pension and retirement
pension insurance) (art. 81 item 5 of the Act). At the
same time, the premium assessment basis is decreased
by fees for pension, retirement pension and sickness
insurance financed by the insured who do not pay the

1 And for people subject to specific types of insurance.

premiums, which have been deducted by payers from
the insured person’s means (art. 81 item 6 of the Act).
The basis for calculating the health insurance
premium for people on disability allowance or retired
is the amount of the health/retirement benefits they
collect, excluding supplements, allowances, financial
and non-financial benefits.

The premium assessment basis for people who run
a business is established in a different way. In their
case, the basis is the declared amount, but it cannot
be lower than 75% of the average remuneration in
the enterprise sector in the fourth quarter of the
previous year. The current (February-December
2012) premium assessment basis is 2828.31.
Premiums charged from employees, people
conducting business activity, pensioners and the
retired, and premiums for people covered by other
insurance the premiums for whom are paid by
the state budget or other entities obliged thereto,
excluding people who conduct agricultural activity,
are recorded and transferred to the National Health
Fund by ZUS.

Among the premiums collected by ZUS definitely
the predominant means are those collected from
employees (55% in 2009) and - 26% - from
pensioners and retired people. Only 10% of revenues
from health insurance premiums are means paid
by people conducting business activity, who in
a vast majority pay a premium calculated from the
minimum declared basis (figure 4).
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Figure 4: Structure of ZUS revenues from health insurance premiums in 2009
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Source: Own calculation based on ZUS data (www.zus.gov.pl)

Much social controversy is aroused by how the health
insurance premium basis is established for people
conducting agricultural activity. Until the end of 2011,
health insurance premiums of farmers were paid by
the state budget (60% of KRUS [Agricultural Social
Insurance Fund] revenues from health insurance in
2009) and were not related to the achieved income
- except for people working in special branches of
agricultural production, for whom the principles of
calculating the premium are similar to those provided
for people conducting business activity.

In connection with the ruling of the Constitutional
Tribunal of October 2010, from 1st January to 31st
December 2012 a new official way of calculating
the health insurance premiums for farmers® was
elaborated. The Act, which came into force on 1Ist
February 2012, is of a transitory nature. The target
solution is to include farmers in the general system.
Following the new provisions, the premium amount
is related - though in a limited manner - to the
achieved income, and farmers (those who run farms
of over 6 equivalent hectares and those in special
branches) are charged for health insurance costs,
which decreases the burdens of the state budget.

2 Act of 13" December 2011 on health insurance premiums for
farmers for 2012.

Currently, the health insurance premium for farmers
(and their families) is calculated according to the
following principles:

1) for farms of under 6 equivalent ha surface area
- a premium of 1PLN/equivalent ha for a farmer and
each household member is paid from the state budget,

2) for farms of over 6 equivalent ha surface area
- a premium of 1PLN/equivalent ha is paid by the
farmer for each insured person,

3) for farmers who run their activity within autonomous
branches of agricultural production - the premium
paid by the farmer is 9% of the declared income
amount (no less than 9% of minimum remuneration),
and for each insured household member - 9% of the
basis amount, the basis being 33.4% of the average
monthly remuneration in the enterprise sector as
binding in the fourth quarter of the previous year,

4) if working on farms (of under 6 equivalent ha) and
in special branches - the farmer pays the premium
as specified in provisions for autonomous branches
of agricultural production, and the state budget pays
the premium for each insured household member on
principles binding for farms of under 6 equivalent ha,

5) if working on farms (of over 6 equivalent ha) and in
special branches, premiums are paid by the farmer as
specified in provisions for autonomous branches of
agricultural production, and premiums for household
members are paid on principles binding for farms of
over 6 equivalent ha.
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Figure 5: Health insurance premium according to sources in 2004-2012
in thousands PLN (current prices)
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Source: Own calculation based on NFZ financial plans for 2004-2012

Premiums from people conducting agricultural recorded and transferred to the National Health Fund
activity, also those paid from the state budget, are by the Agricultural Social Insurance Fund (KRUS).

Figure 6: Health insurance premiums collected by ZUS
in current prices and constant prices as compared to 2004
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Both ZUS and KRUS must transfer the collected
premiums within 3 working days to the Fund’s
account. What is important, collection costs may not
exceed 0.20% of the assigned premiums (in 2004-
2011, premium collection costs oscillated between
0.19 and 0.21%).

In the NFZ income structure there definitely
predominate premiums collected by ZUS. In 2011
they made up 94.6% of premium revenues. The NFZ
revenue structure is shown in figure 5.

Figure 7: Health insurance premium transferred to NFZ by KRUS
in 2004-2012 nominally and really (in prices of 2004)
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Source: Own calculation based on NFZ financial plans for 2004-2012 and GUS
macroeconomic indices

Revenues from premiums collected by ZUS - i.e.
those coming mainly from employees and people
running their own businesses — have a stable, constant
growth tendency (due to the general increase of
salaries in economy) both in current and in constant
prices (from the level of 2004). In 2004-2011, the real
growth of the written premium was 14.85 billion PLN
(figure 6).

Revenues from health insurance premiums
transferred to NFZ by KRUS show greater fluctuation
(figure 6). In 2004-2011 nominal written premium
remained comparable (with fluctuations of ten to
twenty percent), except for 2008 and 2009, when
a significant increase in revenues was observed.
The real proceeds (adjusted by inflation indices and
expressed in prices of 2003) from health insurance of

farmers in 2004-2011 fell by 173.7 million PLN (7.5%
as compared to 2004).

Analysis of the growth pace of the premiums charged
for health insurance (transferred by ZUS and KRUS)
in relation to inflation and GDP growth shows that
premiums collected by ZUS grew in the recent years
(2004-2010) faster than inflation and GDP growth -
particularly in 2007-2009. Premiums transferred by
KRUS since 2009, and revenues from premiums have
been growing slower than inflation and GDP indices.
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Figure 8: Growth pace of health insurance premiums in relation to inflation and GDP growth
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NFZ plays a key role in the Polish healthcare system as
the entity which finances the services for the insured.
The small share of private insurance companies in the
health services market (0.6% of current expenditure
for healthcare in 2008) ensures a monopolist payer
position to the Fund. The scope of the financed
services is defined legally and covers guaranteed
services within the following areas:

1) basic healthcare,

2) outpatient specialist care,

3) hospital treatment,

4) psychiatric care and substance abuse treatment,

5) medical rehabilitation,

6) nursing and attendance services within long-term care
and palliative and hospice care,

7) dental treatment,

8) health resort treatment,

9) supply of medical products,

10) drug and foodstuffs reimbursement.

To be financed by NFZ, a particular service needs to
be qualified as a guaranteed service, which depends
on an assessment based on the criteria of:

1) its impact on health improvement,

2) health policy priorities,

3) incidence, prevalence or fatality indices,

4) illness consequences leading to premature death,
inability to work or lead a self-sustained life, or lowered
life quality.

Important is also the clinically proven effectiveness
and safety of the application, defined mainly through
the ratio of the gained health benefits to health risk,
and the ratio of costs to the gained health benefits.
The entity whose task it is to assess healthcare
services is the Agency for Health Technology
Assessment in Poland, whose tasks include issuing
recommendations on qualifying a healthcare service
as a guaranteed service (or, removing it from the list
of guaranteed services) and defining or changing
the amount or manner of financing the guaranteed
service. The detailed scope of the services is defined
by directives of the Minister of Health — due to the
progress in medical technologies, the basket of
guaranteed services should be updated on a regular
basis.

In the structure of NFZ expenditure for healthcare
services (figure 9) there definitely dominate expenses
related to stationary treatment, which claim about
45% of the means allocated to healthcare services
(46.7% in 2011; 43.2% of expenditure planned in
2012). The next large group of expenses (about
15%) is drug reimbursement, and that is despite the
relatively high participation of patients in financing
pharmaceutical products. In 2008, households
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incurred 61% of expenses for medicines and non-
durable medical materials. The considerable costs
of reimbursement enforced changes in the drug
reimbursement policy, which entered into life on 1st

January 2012. About 13% of total expenses are costs
of primary care services — the other groups of services
constitute less than 10% of expenses each.

Figure 9: NFZ expenditure structure in 2012
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The basic problem of financing healthcare by NFZ is
the shortage of funds to cover the costs of medical
services (Wegrzyn, 2012).

FINANCING HEALTHCARE SERVICES
FROM THE STATE BUDGET

Despite establishing NFZ, whose task is to finance
the services for the insured, some of the tasks within
health protection are still financed from the state
budget. Such tasks include financing:

1) health insurance premiums in cases specified in the

Act on publicly funded healthcare services,

2) services for those who are not insured (e.g. in
emergencies),

3) highly specialised services and health programmes,
4) tasks within medical rescue.

To analyse the total expenditure, information from
budget Acts for 2004-2012 was used. The amount of
expenditure on healthcare was specified on the basis
of the amounts indicated in part 46 “Health”, section
851 “Health protection” within the scope of current
and investment expenses. The amount of expenditure
on health insurance premiums and services for those
not insured was specified based in chapter 85156
Health insurance premiums and services for persons
not subject to obligatory health insurance (in all parts
of budget classification).
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Figure 10: State budget expenses on healthcare in 2004-2012 (in millions)
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Analysis of expenditure on healthcare services in
2004-2012 shows increased expenditure on health
in 2007-2009. The increase was mainly due to the
state budget taking over tasks related to financing
medical rescue services, which had previously been
contracted and financed by NFZ. Since 2007, tasks
within medical rescue are financed from the state
budget from means managed by voivods (provincial
government) and the minister of health.

In 2010 expenses on healthcare decreased
significantly. In 2012 they will amount to about
74% of the expenses of 2008. That decrease results
from a considerable reduction of expenses on the
State Sanitary Inspectorate tasks and mainly from

took 589 million PLN in 2009 (551 million PLN in
2008).

The basic tasks financed from state budget are as
follows:

1) health insurance premiums,

2) services for those not insured,

3) health policy programmes,

4) highly specialised services,

5) medical rescue,

6) public blood service,

7) (sanitary, pharmaceutical, other) inspection tasks,

8) investment tasks concerning specialist and teaching

significantly lower designated subsidies specified in hospitals.
the budget in the chapter “Other Activity”, which
12 | www.ibaf.edu.pl
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Figure 11: Structure of expenditure on healthcare in 2012
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Figure 11 presents the structure of expenses on
healthcare from the state budget in 2012. In this year,
the greatest part of means transferred from the state
budget was allotted to tasks related to realising health
policy programmes — 29.06%. A considerable share of
expenses in that group (38.17%) is made up of capital
expenses (figure 12). Another important goal are
tasks connected with teaching hospitals, which claim
26.22% of budget means. In that group of expenses,
investment-oriented tasks dominate (98.06%). The
third position as to significance in the state budget
(within the analysed expenditure) is expenses on

health insurance premiums, which take 21.37% of the
means and are exclusively current expenses.

From the perspective of patients, important are
the expenses on health programmes and specialist
treatment. Nominal expenditure on highly
specialist treatment - mainly transplants and
selected cardiologic procedures - has been falling
systematically since 2004 and is partly compensated
with the Multiannual Programme “National
Programme for the Development of Transplant
Medicine”, a health policy programme.
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Figure 12: Selected expenses in state budget for 2012
with capital expenditure indicated (in millions PLN)
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The expenses on health policy programmes has grown neonatology, stomatology, haematology, public blood
in 2012 (figure 13). The programmes conducted in service and issues of antibiotic treatment.
2012 cover tasks related to transplantology, psychiatry,

Figure 13: Financing health policy programmes and highly specialist treatment
from state budget in 2004-2012 (in millions PLN)
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Health insurance premiums and financing health  allocated to those aims has significantly grown since
services for the uninsured make up currently over 2010 (9.5% of expenditure in 2010 despite higher
20% of budget expenses. The amount of means expenditure in total) (figure 14).

Figure 14: Health insurance premiums financed from state budget
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Source: Own presentation based on budget Acts for 2004-2012

Most means (54.07%) allocated to premium financing managed by entities other than ZUS and KRUS,
are transferred to NFZ by ZUS (figure 15). Means for example state budget (42% of expenses) are
transferred by KRUS made up 3.93% in 2012. Means transferred to NFZ through ZUS.

Figure 15: Health insurance premiums financed from state budget

100% R R N
80% —IN—REN— N B B B B BB
60% N —RN— N B BB B B B
40%

20%

0%

2004 2005 2006 2007 2008 2009 2010 2011 2012

ZUS premiums
m KRUS premiums

® insurance premiums from the budget (except KRUS and ZUS)

Source: Own calculation based on budget Acts for 2004-2012
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In 2012, when implementing the performance budget FINANCING HEALTHCARE FROM
in the state budget, healthcare tasks have been framed LOCAL GOVERNMENT FUNDS

in five tasks within function 20. Health:

Local government units perform a wide range of tasks
1) Task 20.1: Access to healthcare services,

within healthcare, which include mainly:

2) Task20.2: Medical rescue, 1) creating and managing healthcare units (functioning
3) Task 20.3: Drug policy, as budget units or joint stock companies),
4) Task 20.4: Support for healthcare system development 2) Acting as owners towards the existing SPZOZ
and restructuring, (independent public healthcare centres),
5) Task 20.5: Sanitary and epidemiological supervision, 3) health promotion by conducting local healthcare
prevention and health promotion. programmes, programmes of drug and alcohol abuse
prevention,

For each task, sub-tasks and measures were defined,
and indicators were specified to assess the degree of
their performance.

4) financing health insurance premiums and healthcare
services for people not subject to obligatory insurance.

Table 2: The tasks within the scope of the promotion and protection of health carried out by the LGU

Voivodeship County Community

The development,
implementation and evaluation of
health programs - after
consultation with the counties

The development, implementation
and evaluation of the effects of
health programs resulting from the
health needs and health status of

The development, implementation
and evaluation of the effects of
health programs, in consultation
with municipalities

and municipalities the residents of the communities
Providing information about Transfer of information about the ~ Transfer of information about the
implemented health programs ongoing health programs ongoing health programs
The initiation and promotion of L -

. . o . The initiation and participation in
actions (healthcare services, The initiation and promotion of ; )

.. . _ formulating of local action
health promotion) in terms of actions within the scope of health . .
. ) i X ) concerning the harmful factors in

efficiency, including the promotion and health education

. the environment
restructuration process

Healthcare and health promotion Healthcare and health promotion.

Support for persons with
disabilities

Source: a study on the basis of: Ksigzek, E. (2012).
Partnerstwo publiczno-prywatne w rozwoju podmiotéw leczniczych. In I. Rudawska, E. Urbaticzyk (Ed.),
Opieka zdrowotna. Zagadnienia ekonomiczne. Warszawa: Difin

The comparison of tasks in the scope of the promotion
and protection of health carried out by units of local
government are shown in table 2.
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Figure 16: Share of expenses on healthcare in local government unit (LGU) budgets in 2004-2009
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Expenses on healthcare are not a substantial part of ~ Despite that, a constant growth tendency is observed
local government budgets. In 2004-2010, their share ~ in the expenses, both as real and nominal values
oscillated around the level of 2.2-2.7% (figure 16). (figure 17).

Figure 17: Local governments’ expenses on healthcare - nominal and real figures in 2004-2009
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Source: Own calculation based on GUS data
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The greatest share of the means allocated by LGUs
to healthcare is spent by district (poviat) budgets
(35.2% of expenses in 2010). A slightly smaller part
(26.8%) is spent by budgets of cities with district
rights (MNPP), which is related to the scope of tasks

of such units, which perform both commune (gmina)
and district tasks. 23.8% of expenses of healthcare
come from region (voivodship) budgets, and 14.2%
from communal budgets (figure 18).

Figure 18: Structure of local government expenditure on healthcare in 2010

24%

|

_14%

communes
m districts
m MINPP

B regions

Source: Own calculation based on GUS data

Dominating in the structure of local government
expenditure are expenses related to general hospitals,
which make up nearly half of the means spent (46.14%
of expenses in 2009) and which are borne mainly by
districts and cities with district rights. Another large
group of expenses is made up by health insurance
premiums and healthcare services for people not

subject to obligatory insurance (20.93%). Those costs
are also borne mainly by districts and cities with
district rights. Another significant item on the list of
local government expenses on healthcare are means
allocated to alcohol abuse prevention (14.32%), paid
mainly by communes and cities with district rights
(figure 19).

18 | www.ibaf.edu.pl

University of Information Technology and Management, Sucharskiego 2, 35-225 Rzeszéw

AT
IFRA ANALYTICALREPORT

Figure 19: LGU expenses on healthcare in 2009
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From the perspective of financial expenditure, an
important own task of the commune are Activities
related to preventing and solving alcohol abuse
problems (based on the Act of 26th October 1982
on upbringing in sobriety and counterActing alcohol

abuse as amended). The tasks are executed in the
form of a communal programme for preventing and
solving alcohol abuse problems, which is part of the
social problem solving strategy passed each year by
the communal council.
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Figure 20: Communal expenses on healthcare in 2010
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Figure 20 illustrates communal expenditure on
healthcare in 2010. The greatest part of communal
budget means was spent on tasks connected with
alcohol abuse prevention — as much as 63.04%. 14.50%
of the means were spent on outpatient treatment,
3.63% - on tasks related to general hospitals, 3.48%
- on tasks within drug abuse prevention, and 1.55%
- on health policy programmes. Other tasks are of
marginal significance from the viewpoint of total
expenditure (below 1%). In 2010 those tasks included
e.g. sobering stations (0.75%), and chronic medical
care homes and nursing homes (0.63%).

Districts execute public tasks at a supra-communal
level, listed in a closed catalogue (Act on poviat

local government of 5th June 1998, Dz. U. of 1998,
No. 91, item 578), including also tasks within health
promotion and protection. Next to their own tasks,
they execute a range of tasks commissioned under
separate Acts. Thus the scope of tasks executed by
districts results mainly from specific Acts, just like it
is with communes. The main tasks include:

1) ensuring access to outpatient treatment,
2) conducting health policy programmes,
3) preventing and combating drug and alcohol abuse,

4) combating epidemiological threats.
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Figure 21: District budget expenditure in 2010
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District budget expenses on healthcare (figure 21)
are focused on tasks related to the activity of general
hospitals, which took up 30.66% of the general means
in 2010, and on financing health insurance premiums
(mainly for the unemployed). The premiums cost the
districts 59.49% of the means in 2010 (yet this task
is not financed from the districts’ own resources, but
from designated subsidies). Each of the other tasks
takes up less than 1% of healthcare-related expenses.
These include outpatient treatment (0.83%), health

policy programmes (0.43%), medical rescue (0.29%),
chronic medical care homes and nursing homes
(0.21%).

Cities with district rights, i.e. communes which also
execute district tasks, are a different category in the
statistics. The greatest part of the budgets of those
cities was allocated in 2010 to the following tasks:
general hospitals (67,28%), psychiatric treatment
(13,32%), occupational medicine (9,62%) and alcohol
abuse prevention (2,53%) (figure 22).

Figure 22: District budget expenditure in 2010
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Regional (voivodship) governments perform their
tasks based on the Act of 5th June 1998 on voivodship
government (Dz. U. of 2001, No. 142, item 1590 as
amended). These are statutorily specified tasks of
regional character, particularly as concerns health
promotion and protection. Just like in the case of
other LGU levels, the list of tasks is the product of
a range of statutory regulations, and covers e.g.:

1) ensuring access to outpatient treatment,

2) conducting health policy programmes,

3) preventing and combating drug and alcohol abuse,
4) combating epidemiological threats,

5) occupational medicine.

Ensuring equal access to healthcare services by
performing ownership  functions concerning
healthcare infrastructure must be viewed as the main
role of local governments as concerns healthcare.
Next to a range of organisational duties, it means
the local governments’ liability for the poor financial
situation of SPZOZ, as defined in the Act on medical
activity of 5th April 2011 (Dz. U. of 2011, No.
112, item 654). The occurring commercialisation
(transforming SPZOZs in commercial companies)
brings no major changes from the perspective of the
local governments’ financial liability — as the owner of
a hospital in the form of a commercial company, the
local government is still liable for damages, although
in the case of such a company, recovery proceedings
are possible.

Another important financial burden for local
governments is the need to adjust the existing
infrastructure to the requirements given in the
directive of the Minister of Health of 2nd February
2011 on requirements that should be met in
professional and sanitary aspects by premises and
equipment of healthcare units (Dz. U. of 2011, No. 31,
item 158), which will require incurring considerable
investment costs. In project justification, the Ministry
of Health was unable to assess the financial effects the

regulation would have on the state budget and local
government budgets.

CONCLUSIONS

The healthcare financing model adopted in Poland
implies considerable participation of public means
in the system. The legislator has imposed on public
entities a wide range of tasks, which include not only
financing healthcare services, but also ensuring equal
and common access to healthcare benefits.

The basic entity operating within the public sector is
the National Health Fund. It finances the services for
the insured on the basis of general health insurance
premiums.

The state budget plays a supplementary role in
health service financing, most of all within the
scope of highly specialist services and health policy
programmes.

Local governments execute different tasks in the
system. Their basic role is to ensure access to health
services by performing ownership functions towards
healthcare centres.

The relatively low expenditure on healthcare, together
with high expectations of society, constantly bring
the sector’s problems into the focus of public debate.
Social pressure enforces constant changes, which
often bring chaos and a sense of destabilisation both
in medical circles and among patients.

The main directions of reforms are deemed to be:
rationalising resource management, commercialising,
and implementing management tools typical for the
private sector in the public sphere, which seems to
be necessary, taking into consideration the budget
limitations.

Health financing reforms, though reasonable in
context of efficiency and availability, usually lead to
changes in funding rules. The efforts to reduce the
liability of the State lead to increased responsibility of
beneficiaries of healthcare services (Wegrzyn, 2012).
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ANALYSIS OF POLISH HEALTHCARE SYSTEM
FINANCING IN 2000-2009

JOANNA HADY*, MALGORZATA LESNIOWSKA™

Abstract Healthcare is avery important, and at the same time difficult element of each state’s policy. For many
countries, the issue of financing the healthcare system is adelicate matter, while at the same time one
of the basic economic and social issues. Nevertheless, decisions concerning the sources and principles
of healthcare financing influence the quality of the entire system. This article analyses the expenditure
on healthcare in Poland during the last few years. It presents total expenditure on healthcare, its yearly
growth rate, as well as other data related to the expenses incurred within the Polish healthcare system
in that period.

JEL Classification: 111,115,118

Keywords: Poland, health care, financing system

INTRODUCTION 3) local governmental units’ budgets,

It must be stated that the healthcare sector has its 4) private sources.

own specific character. The decisions and initiatives ~ The above-mentioned specific character of the sector
concerning Polish healthcare (also those concerning ~ concerns mostly (public) hospitals, in contrast to
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its financing), made (or not made) by the government
often awaken much controversy. Of course, the
peculiar character of the sector should not be an
excuse for the ineffectiveness seen in many areas of
its functioning. The issue of expenses incurred in
healthcare is just one of many elements composing
the entire condition of that sector, which is still
viewed in a decidedly negative light. Naturally, just
increasing expenditures does not guarantee getting
a better system. Neither would it settle all problems
of the healthcare sector in Poland. Still, in favourable
conditions, such a move may facilitate the sector’s
recovery.

The Polish healthcare system is financed from several
sources:

1) health insurance premiums (collected by the National

Health Fund),
2) state budget,

private units active in market conditions. It was the
market reform that caused changes in the healthcare
financing system and consequently, enforced
rationalisation of the activity of the service providers
- i.e. more economical and effective use of the means
they have (Dobska & Rogozinski, 2010, p. 16).
Throughout the world, a systematic growth of expenses
on healthcare in various areas of its functioning is
observed. The United States was the forerunner of
the trend. Later, the practice was “transplanted” onto
European grounds.

Numerous prognoses (we can find examples in the
following publications: Financing Health Care in
Poland. Green Paper, 2008; Szymborski & Marciniak,
2009; Golinowska, Kocot & Sowa, 2006) concerning
the future of the healthcare sector show clearly that
expenditure on healthcare will continue to increase.
Important is also the fact that the sector has to deal
with an ageing society. So what have the dynamics
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of change within Polish healthcare financing been
during the last few years? Are we really witnesses to
real growth of expenditure on healthcare? And if it
is so, can we talk of treatment quality improvement,
and in consequence — of better care for customers-
patients?

COMPARING POLISH HEALTHCARE
SPENDING WITH OTHER EU
COUNTRIES

Health care spending is related in a strong way with
economic sustainability. Economic sustainability

relates to growth in health care spending
(understandood as a proportion of gross domestic
product). We should remember that expenditures
on healthcare is economically sustainable only to
a certain level of where the social cost of healthcare
spending will equal the value produced by that
spending.

All EU countries financing healthcare use a mix of
public and private expenditures. The following chart
shows total health expenditure as a share of GDP in
2008 in EU countries.

Chart 1: Total health expenditure as a share of GDP in 2008 in EU countries
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Source: OECD Report. Health at Glance. Europe 2010.
Retrieved from: http://www.oecd-ilibrary.org/docserver/download/8110161e.pdffexpires=1364375077id=ideac
cname=guesterchecksum=5139EEB7F1E42FD809585011173882EC

We can observe that in countries like Denmark,
Austria, Germany or Switzerland there is heavy
spending on the health sector. This state of affairs may
be linked to the effectiveness of those countries, on
the other side we should remember other issues such
as: how funds are spent, and how to prevent waste.

What is more, the systematically prepared World
Health Organization paper reports that the level
of expenditure on healthcare is directly related to
the level of health within societies. In these cases
(Austria, Switzerland and Germany), we can find
some links between expenditures on health care and
the level of health in these societies. It follows that
the state in constructing a budget, especially in the

case of countries having overall economic growth,
may take action to contribute to better health and the
standard of living of its citizens.

EXPENDITURE ON HEALTHCARE IN
PoLAND

Firstly, we should say that expenditure growth in
Poland and EU countries as well is not significant.
If we take into account the years 1998-2009 we will
observe some differences. The difference between the
level of health care spending in the EU and OECD
countries and the level of expenditures in Poland
expressed in percentage points is respectively during
the sample interval 2,56-3,18 times that of the EU
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and from 4.01 - 4.73 for the OECD countries. The
difference is not significant but steady growth can be
seen.

Secondly, it is important to show the econometric
model which is appropriate to calculate healthcare
spending. This model is the ILO social budget model.
It was prepared and implemented in Poland and
other Eastern European countries, such as Hungary
and Slovakia. The main purpose of implementing the
ILO social budget model was to observe long-term
social expenditure and revenues as well. The model
concentrates on social budget balance. It includes
pension scheme, short term benefits, revenues and
also expenditure projections. Primarily, this model
assumed that it would cover the health care budget as
well. Although some data was collected, the task has
never been finally completed. For this purpose, the
health care budget has never been presented.

Until 1989, Polish society was covered by a social
security system which also included free healthcare.
However, that system caused many misunderstandings
(expenditure on insurance benefits were included
in the overall state financial system, ensuring all
eligible to receive benefits, regardless of the amount

of revenues generated from the fees - in practice
there were some social groups, which didn’t receive
free health services - for instance — farmers and their
families). After the transformation, the situation
changed drastically, and Poland as a country became
more conscious of the growing needs of society with
respect to healthcare.

For some time (exactly from 1991, according to
OECD Database Healthcare Statistics), a growth
in expenditure on healthcare has been observed in
Poland. Total expenditure on healthcare in Poland
in 2002-2006 remained stable - at about 6% of
GDP. Perceptible growth, resulting e.g. from the
state budget taking over the financing of medical
care, was observed in 2007 (6.43% of GDP). Total
expenditure on healthcare in 2008 made up 7% of
GDP - 2 percentage points less than the average in
OECD (9% at the time). The EU countries which in
that time spent most on healthcare included France
(11.2% of GDP), and Austria and Germany (10.5% of
GDP each). Successive years brought Poland further
growth of expenditure on healthcare, which in 2009
reached the level of 7.37% of GDP (OECD Health
Data 2010, Eurostat Statistics Database).

Graph 1: Expenditure on healthcare in Poland as GDP percentage in 2000-2009
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Analysis of per capita expenses (US$ PPP) on
healthcare in Poland between 2000 and 2009 also
shows their systematic growth. It is worth mentioning
that in the mid-90s the expenses were about 380 US$
PPP, and in 2000, nearly 600 dollars per person.
To compare, in the last year of the analysed period
(2009) the same index was nearly 1400 (US$ PPP).

The exact amounts in the particular years are
presented in Graph 2. Despite the observed growth,

with its per capita expenses of 1394 US$ PPP, Poland
spends on healthcare half the sum of other EU
countries. We spend much less than such Central
European countries as Slovakia, the Czech Republic
or Hungary. The difference stems mainly from lower
public financing of healthcare than in the other
countries.

Graph 2: Expenditure on healthcare in Poland per capita (US$ PPP) in 2000-2009
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Source: Own study based on: OECD Health Data, November 2011

Total real per capita expenses on healthcare in Poland
in 2000-2009 grew by 7.4% annually on average.
Despite the fact that Poland still lags behind other
EU countries as concerns spending on healthcare, the
observed growth considerably exceeded the average

for OECD countries, which was 4.2% annually in
the analysed period. The highest growth rate of total
(real) per capita expenditure on healthcare was noted
in 2007, and the lowest - five years earlier, in 2002
(OECD Health Data, 2011).
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Graph 3: Annual growth rate of total real per capita expenses on healthcare (2000-2009)
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Source: Own study based on: OECD Health Data 2011;
Retrieved from: http://stats.oecd.org/Index.aspx?DataSetCode=SHA

In 2000, public expenses on healthcare in Poland
(measured as percentage (%) of all expenses on
healthcare) amounted to 70% (National Health
Account for 2009, p. 7). In the following years,
a certain stagnation could be observed at the level

of 69%. Starting with 2007, the 70% threshold was
exceeded, the number reaching as much as 72.2% in
2009. Details of the analysis concerning the share of
public expenses on healthcare in Poland in 2000-2009
are presented in Graph 4.

Graph 4: Public expenditure on healthcare in Polandas % of total expenses on healthcare in 2000-2009
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Source: Own study based on: OECD Health Data, November 2011
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The above indicated data clearly indicate growing
public expenditure on healthcare as measured
against total expenditure on the sector. It must be
stated, moreover, that this growth tendency will most
likely continue due to changes occurring in the age
structure of the Polish population. It means that
within the next 20 years, the population of women
and men of working age will decrease significantly.
The age structure is presented below in Figure 1. The
years: 1990, 2000, 2010, 2020 and 2030 were taken

as observation points. Particularly the prognoses
for 2020 and 2030 leave little room for doubt. Both
female and male production resources will decrease
greatly. That, in turn, leads to the spectre of an ageing
society which will inevitably require medical care.
That is one more argument to confirm the thesis of
increasing expenditure on the healthcare sector. The
expenses will grow not only within financing, but also
as concerns needs for highly specialist equipment,
with emphasis on its quantity.

Figure 1: Age structure of Polish women and men in 1990-2030
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Source: Report Poland 2030. Developmental Challenges, Retrieved from: http://zds.kprm.gov.pl/sites/default/files/
pliki/pl_2030_wyzwania_rozwojowe.pdf. [Men - blue; women — pink colour]

Next to public expenditure on healthcare in Poland
as % of all expenses on healthcare, it is important to

consider public expenditure on healthcare measured
as % of GDP, as shown in Graph 5.

Graph 5: Public expenditure on healthcare in Poland as % of GDP in 2000-2009
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Source: Own study based on: OECD Health Data, November 2011
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As concerns public spending rankings, the leaders
are among the world’s richest countries, such as the
United States, Germany, Switzerland or France. The
average public expenditure on healthcare in those
countries is 10% as measured in relation to GDP.
In that area, Poland clearly lags and is ranked much
lower. It is optimistic, however, that slow but stable
growth is observed in that area. The numbers speak
for themselves. In the beginning of the examined
period, public expenditure on healthcare was little
over 5% of GDP. To compare, in 2009 it was already
7.2%. Thus a clear and systematic growth of public

expenditure on healthcare in relation to GDP is
observed.

An equally important index of this analysis are public
expenditures on healthcare measured per capita (in
US$ PPP). The data presented below indicate a slow
change and increasing share of public expenditure
on healthcare. In 2002-2003, a brief stabilisation was
observed, then the growth tendency continued. To
better assess the dynamics of that growth, Poland has
been compared with the United States (Graphs 6 and
7, respectively).

Graph 6: Public expenditure on healthcare in Poland measured per capita (US$ PPP) in 2000-2009
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Source: Own study based on: OECD Health Data, November 2011

In the case of the USA, one can clearly see much
greater dynamics, and stable growth. In the area
of the share of public expenditures on healthcare,

Poland still has much to do and to improve, as most
“old EU” countries such as France, Germany and
Belgium outclass Poland, which ranks much lower.

Graph 7: Public expenditure on healthcare in the United States measured per capita (US$ PPP) in 2000-2009
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MEDICAL EQUIPMENT AS
A SIGNIFICANT ELEMENT OF
HEALTHCARE

The dominating feature of 21st-century medicine
is its growing technological advancement. Modern
medical equipment guarantees effective treatment,
and foremost helps to make an accurate diagnosis.

Numerous reports (for instance, we can quote two
selected reports as a confirmation of the thesis:
Desirable Directions of Change Health Care System
in Poland. Between Rationing and Rationalization.
Report retrieved from: http://www.case research.
eu/upload/publikacja_plik/3758301_golil.pdf
and Report of the Medical Innovation in Poland
in 2012, Retrieved from: http://issuu.com/inepan/
docs/raport_medyczny_pl_netto_jpg#embed)
expose Poland’s shortcomings concerning out-dated

equipment, and what follows, insufficient funding
for that area of healthcare. In short, spending in that
area is still too little, and the time period in which
highly specialised equipment is used is definitely
lengthening. The situation has an adverse effect on
patients, whose diagnoses take longer, and in effect,
the treatments might be less effective.

An example of such equipment are mammograph
machines. Their numbers in the examined period are
shown in Graph 9. In the first phase of the examined
time period, a systematic growth in the number of
mammograph machines per one million inhabitants
can be observed. In 2008-2009, the number of the
devices slightly falls. The presented data considerably
differ from those for OECD countries. To compare,
Luxembourg had 21.9 mammograph machines per
one million people in the examined period, and in
Finland the ratio was as high as 37.9.

Graph 9: Number of mammograph machines per 1 million inhabitants in Poland in 2000-2009
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Beside mammograph machines as an example of
highly specialised medical equipment, it is worth
making a similar analysis of magnetic resonance
(MRI) instruments. In the period of 2002-2009, there
were just 2.1 magnetic resonance instruments per
one million inhabitants in Poland. The dynamics of
changes during the years is presented in graph 10.

The result places Poland far down in the ranking. To
compare, in that same period in Luxembourg the
number of MRI instruments per 1 million inhabitants
was 10.6, and in Austria - 16.2.

Graph 10: Number of MRI instruments per 1 million people in Poland in 2002-2009
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Besides MRI and mammography equipment, it is
worth mentioning also CT scanners, which are an
indicator of medical technology advancement. In
2000-2009, a systematic growth of tomographs per

one million inhabitants can be observed. However,
the results again diverge considerably from the results
for other European countries in that area.
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Graph 11: Number of CT scanners per 1 million people in Poland in 2000-2009
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While in 2009 Poland had 12.4 CT units per one
million inhabitants, countries such as Germany or
Luxembourg could boast of having 23 CT scanners
per one million inhabitants.

It is quite noticeable that the technological
advancement and inventory of highly specialised
medical equipment in Polish healthcare require far
higher funding. Spending seems necessary in that
area in order to improve both diagnostics and the
applied therapies aimed at improving the quality of
the services rendered.

CONCLUSIONS

The issue of healthcare financing is in every nation
an immensely important element of the policy of
managing the healthcare sector. Decisions connected
with the sources and principles of financing
healthcare influence the quality of the entire system.

Of course, just increasing expenditure on healthcare
will not guarantee success or solve all the problems
related to the sector. Yet certainly attempts to find
the golden mean here may in future contribute to
creating a suitable, effective system which would
change society’s opinion as concerns healthcare sector
functioning in Poland from negative to positive.
What is more, expenditures on health equipment
will have influence on the population and the level
of health within societies (as well as the spending on
healthcare, as mentioned in the paragraph above).

In 2010 we can observe systematic increase in total
expenditure (public and private as well) compared
to 2009 (National Health Account for 2010).
Unfortunately, there is no data available for the years
2011 and 2012, so we cannot make any short term
analyses for this period.
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Abstract This paper describes the properties and components of integrated hospital IT systems, and the
correlations of those comprehensive systems with the use of tools supporting financial management
of the units. The first part discusses the essence of Integrated IT Systems and attempts to apply the
system’s logic to the traditional model of hospital functioning. The second part analyses current
information about IT sector trends and possible applications of modern technologies in healthcare
units. The third part of the paper discusses the potential of computerising the medical sector as an
element of helping hospitals function more effectively.
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INTRODUCTION

Integrated IT Systems (ZSI) designed to support
medical units form one of the most advanced
software groups for enterprises. Systems of that class
have mechanisms to support information flow and
recording, tools to manage hospital components, as
well as tools to integrate all areas of its activity. In the
long term, proper implementation of ZSI is very likely
to result in considerable financial benefits, starting
with almost or completely immeasurable ones - such
as broadly understood improvement of information
flow or quality of the services, or simplifying the
managing process — to measurable ones, such as
precise values of financial indices and, finally, a better
general financial condition.

The history of software to support enterprise
management dates back to the late 1950s. The first
area covered by computer support was materials
management and inventory planning, hence the name
of those first systems was IC (Inventory Control).

Another decade brought intensive development
of computer technology and increased computing
power, which aided constant acceleration of software
operation. The first systems were also implemented
in medical centres then (Barnett, 1987). And
thus, successively there appeared system elements
dedicated to business areas. Installed locally on
individual computers they could not communicate,
however. The next stage in their development was
interaction and feedback to the user after data was
processed. In the 1990s, the foundations for the ERP
system model that we know today were created. It was
expanded with such modules as accounting, finance
and management control, and (quite importantly)
with the possibility to integrate particular modules
responsible for various tasks (Parys, 1999, p. 24-
27; Poponczyk, 1996, p. 11-14). ERP systems are
constantly changing as concerns the technologies
they use and the functionalities offered (Kumar
& Hillegersberg, 2000). 21%-century ERP systems
mainly offer the possibility to integrate various

* Daniel Litwin, Asseco Poland SA, ul. Olchowa 14, 35-322 Rzeszéw, daniellitwin@gmail.com.
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systems and exchange information among them in
the B2B model (Kumar & Hillegersberg, 2000). ERP
system development and improvement trends include
e.g. (Adamczewski, 1999; Gupta, 2000; Maciejec,
2001; Scheer & Habermann, 2000; Sprott, 2000; T.
Parys, p. 20-27):
1) expanding the system with software for new modules
(directions of the units functioning) mainly by

developing newer versions of already existing modules
and adapting them to current legal norms,

2) considering branch-specific solutions (in this case,
healthcare-specific),

3) ZSI architecture is based on a core that offers basic
activity, and a set of elements.
The whole hospital software is divided into two
complementary parts. One is called the grey part,
or the administrative part. It contains modules of
finance and accounting, HR and payroll, materials
management, public procurements, fixed assets
records, equipment records. The other, medical part,
called the white part, has functionalities to handle
e.g. patients statistics, orders, operating room, clinic,
occupational medicine, rehabilitation, laboratory,
sample collection facility, medical documentation,
dialysis centre and hospital infections. It must be
kept in mind that systems designed for the medical
sector classify in some respect to ERP class solutions,
yet they are enriched with unique branch qualities -
information flow and medical sphere management.
Hence to distinguish the branch, we use names
classifying the area of medical activity. The name
HIS (Hospital Information System) denotes the
system’s main body. There are also supplementary
system classes capable of independent functioning,
designed due to their considerable complexity and
significance for the hospital's functioning. Such
systems cover diagnostics areas — RIS' (Radiological
Information System), PACS? (Picture Archiving
and Communication System) and LIS® (Laboratory
Information System). Their autonomy and at the
same time their key role makes them statistically the
first stage of hospital computerisation if the hospital

1 RIS (Radiological Information System) — system to handle
patients statistics and store examinations within imagery
diagnostics and support medical description of radiological
materials.

2 PACS (Picture Archiving and Communication System) — system
used to store, access and manage diagnostic imagery.

3 LIS (Laboratory Information System) — system to manage
the diagnostics laboratory, i.e. enter and store examinations,
automatically analyse and generate results.

does not have the financial means for comprehensive
system implementation.

Due to its modular structure, the construction
of a comprehensive hospital system may be
adjusted to the organisational structure of the unit
it is implemented in. Should that be done? The
architecture of modern IT systems is created based
on an analysis of the best management practices and
most effective units. ZSI implementation in a medical
unit is the perfect moment for reorganising and
thoroughly modifying the unit’s structure.

MODULE DESCRIPTION

Cooperation Chart for Hospital ZSI Modules
The diagram below shows the data flow between
particular elements of the hospital system®.

4 System - set of elements with a specific structure, which forms
a logically ordered whole. After Polish Dictionary, http://sjp.pwn.
pl/slownik/2576909/system.
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Figure 1: Chart of hospital organisational units’ structure. Information transfer between the units
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Analysis of figure 1 shows that there is a core of the
system, which collects information from almost all
modules. It is the finance and accounting module,
which then transfers the data to the Management
Information System.

MODULES OF THE ADMINISTRATIVE
(GREY) PART

A Hospital Integrated IT System bears to a considerable
extent the hallmarks of an ERP class system, and thus
it contains modules typical of enterprises, represented
here as the ‘grey part. As an extension of ERP, the
grey part includes a module to manage settlements
with the National Health Fund or the sale of medical
services. Data of the administrative part serve mainly
to gather and process economic information, which is
then used in reporting and in feeding the management

information system (Business Intelligence class).
Below a short description of selected modules.

FINANCE AND ACCOUNTING

This module’s task is to support the hospitals
bookkeeping according to the accounting act as
concerns bookkeeping and financial reporting. The
key principle of using such software is its conformity
with the regulations. Typical features of the system
include the possibility to create an account plan, keep
books, gather and process financial and accounting
data, print reports, create and manage the budget,
or record data concerning costs. The system’s
functionalities may include a register of sales and
purchases.
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HR AND PAYROLL

The module supports managing the human resources
of a medical unit and employee pay calculation.
Due to the complicated structure of working time
in a hospital (shifts, bonuses, large number of
components), such software considerably improves
a ward’s functioning, i.e. automatically generates
schedules and calculates the pay. The module
must conform with the legal norms binding at the
particular time.

MATERIALS MANAGEMENT

This module helps record materials flow both as
concerns quantity and quality. The software allows
to create the required number of warehouses within
the unit and perform any operations related to
materials flow. Important is the notifying function,
i.e. automatic warnings if resources are running
out, which helps limit the risk of lack of materials to
a minimum.

FIXED ASSETS AND EQUIPMENT RECORDS

Records of the assets (fixed and impermanent) of
a medical unit allow to write off and depreciate fixed
assets. The module functions in accordance with the
binding legal regulations. It allows to e.g. record fixed
assets, keep inventory books, keep files of fixed assets.
There is also a possibility to record fully depreciated
(low-value) fixed assets.

INTERNAL ORDERS AND PUBLIC PROCUREMENTS

Internal orders in a large regional hospital can
amount to several dozen daily at the least. A solution
to greatly improve the effectiveness of order flow and
their execution is the possibility to remotely report
the demands of organisational units and employees,
monitor order status and notify of their execution.
Settlements with the National Health Fund and
Managing Sales of Medical Services

Each service provider who signs a contract with
the National Health Fund for reimbursement of
the scope of services given in the contract must
record and export data concerning the provided
services — as stated in the contract — to the payer’s
system (electronically). When the data is verified,
the calculation process is initiated (on the payer’s
side). A bill template is then uploaded and loaded
into the system which operates settlements with the
Fund, and a bill or invoice is generated. In the case of
selling (commercial) medical services, the procedure

is much simpler and is limited to creating a price
list, contractors’ list and an offer structure (types of
payment).

NORMATIVE COST VALUATION

Each hospital has specific resources and offers certain
services. A typical resource is e.g. a hospital bed or
the time of the employee currently on duty. Services
can be divided into simple (indivisible) and complex
ones (aggregated simple services). A complex service
is for instance surgery for appendicitis - it consists of
many smaller services. Use of resources over time is
a cost that can be assessed. Normative cost valuation
allows to evaluate the costs necessary to provide
a given service, divided into materials and staff. What
is particularly important for the financial director
is the comparison of the real cost of a patient’s stay
to the amount of reimbursement for that stay. If
a model is assumed in which all hospitals have full
knowledge on service profitability (where the services
are provided at an optimum cost), the market will be
able to react to the demand very quickly.

MODULES OF THE MEDICAL (WHITE)
PART

As has been mentioned above, a unique property
of ZSI designed for the medical sector are elements
concerning the functioning of the hospitals’ medical
sphere. For instance, one of the basic functionalities
is collecting and distributing medical information
concerning the course of a patient’s treatment from
beginning to the end of their stay. The system should
support treatment by enhancing the ergonomics
of work and decreasing the time of accessing
information about the patient’s health, and allow to
create medical documentation and ensure reporting
tools for external units (NFZ, PZH, Main Statistical
Office) - e.g. generating lists of the services provided,
or statistical reports on waiting lists. Below given are
short description of the main modules contained in
the set defining the medical part.

PATIENTS STATISTICS

This is the key module, the basis or skeleton of the
medical part, in a sense. It serves to record patient
statistics and any event which must be included in
medical documentation. Elements composing the
medical documentation must meet the requirements
stated in the directive of the Minister of Health of 21
December 2006 on types of medical documentation
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in healthcare centres, the manner of keeping it and

detailed conditions for accessing it. Typical hospital

sections using patients statistics within the medical

unit are:

1) the admissions ward (registering patient data,
registering information of the stay at the admissions

ward, refusal to admit a patient or direct the patient to
a ward, waiting list records),

2) wards (accepting patients, defining diagnosis
according to ICD-10° glossary, entering the performed
medical procedures according to ICD-9° glossary,
collecting information forming case history, preparing
medical documentation, discharge documents, death
record, defining the DRG),

3) hospital statistics department (authorising excerpts for
complete documentation of stay, making a statistical
record, analytical operations, reporting).

It ought to be added that the module of patients
statistics is only used in stationary (closed) treatment,
i.e. in hospitals.

ORDERS

Electronic exchange of data between the particular
hospital units considerably helps eliminate time-
consuming procedures. Full use of that feature can be
seen in the case of orders for diagnostic or laboratory
examinations, treatments, diets. The data exchange
is bilateral, i.e. the results of the ordered activities
are entered in the system and the ordering unit is
notified. It is possible to print out the results.

LABORATORIES

Various laboratories have their own specific character
(X-ray laboratory, USG laboratory, pathomorphology
laboratory), yet the character of their activity is highly
similar and differs only in nuances. Each laboratory
may record and queue orders and enter the results of
particular examinations in the system.

HosPIiTAL PHARMACY AND WARD PHARMACIES

The main (hospital) pharmacy is sometimes treated
as a typical warehouse and consequently included in
the administrative part. Yet its function bears direct
relation to treating patients, thus this paper includes

5 Information on the International Statistical Classification of
Diseases and Related Health Problems ICD10 at http://srk.csioz.
gov.pl/php/index.php?_mod=hcdmod&_op=listall&id=70.

6 Information on the International Classification of Procedures
in Medicine ICD9 at http://srk.csioz.gov.pl/php/index.php?_
mod=hcdmod&_op=listall&id=96.

7  Information on Diagnosis Related Groups at http://www.nfz.
gov.pl/new/index.php?katnr=7.

it in the medical part. The pharmacy module is used
to manage internal drug turnover - it helps to control
their amounts and record their distribution to ward
pharmacies as needed. There are usually additional
features allowing to order drugs according to the
relevant act’. Ward pharmacies allow to automatically
control expiry dates, and then issue drugs according
to the directives of authorised staff. Data recorded
in the drug management module feed the treatment
cost calculation module.

MANAGEMENT INFORMATION SYSTEM - BUSINESS
INTELLIGENCE

This software is top in the hierarchy of the whole
Integrated IT System in a hospital. The target
group (recipients) are people in the management,
in particular the Chief Financial Officer, Chief
Accountant, Chief Executive Officer, Chief Medical
Officer. The idea of that software class is finance and
business analytics, i.e. writing reports or balance
sheets, listing key indices of financial and economic
effectiveness of the hospital’s activity. A typical feature
of BI class systems is the “management dashboard”.
It is a specially developed (defined) set of indicators
showing the required data. BI system architecture
consists of a data warehouse fed from the databases
of the grey and the white part. For the application to
show current results, the warehouse must be supplied
with fresh data.

MANAGEMENT INFORMATION SYSTEM - TREATMENT
Cost CALCULATION (TCC)

The idea of software calculating treatment costs is
to facilitate control of medical activity costs both
individually and in aggregate. Knowing which
treatment elements are important as concerns
costs allows to activate the functions which prevent
unprofitable service orientation. Similarly, selecting
treatment elements the reimbursement of which
exceeds costs results in the management focusing on
contracting and providing those financially effective
medical services.

Making (long-term) strategic decisions concerning
the medical services offer must be based on data
from the relevant time period. One of the basic
functionalities of IT systems is reporting based on
a data slice. The system allows to filter information

40 | www.ibaf.edu.pl

University of Information Technology and Management, Sucharskiego 2, 35-225 Rzeszow

’
IFRA ANALYTKAL.REPORT ,

e.g. with consideration for time scope or a selected
medical procedure. What is more, data concerning
the patient and the provided service scope are
automatically taken (updated) from the database fed
with current data from other modules, like Patients
Statistics, Laboratory, Hospital and Ward Pharmacies,
in accordance with the parameters set when
implementing the system. The data processed in the
system produce a report which includes the number
of days of the patient’s stay, the drugs administered
and their cost, examinations ordered plus cost, and
other costs included within the general costs of a stay.
It is important how the costs of the used drugs and
the performed services are calculated. Drug prices
are taken from a specific delivery defined earlier in
the system, and service costs are assessed based on
the costs from the last month when the service was
provided. Collecting the above data allows to perform
economic analyses according to the required criteria,
e.g. a specific procedure, disease entity, diagnosis,
consumption of the given drug, type of drugs, bed
occupancy, ward occupancy. The quality of data

entered in modules supplying TCC has a vital impact
on the usefulness of reports generated by the system.
According to modern software engineering
methodologies, ensuring mechanisms to protect
the application’s business logic against wrong
operations of a user are of key significance. All
categories significant from the perspective of
financial analysis are validated or have glossaries
based on international standards. An example of that
is the ICD (International Classification of Diseases)
glossary published by the WHO, where the ICD9
version holds a list of medical procedures which can
be performed in a patients treatment, and ICD-10
lists the possible names (diagnoses) of diseases. For
drugs, the Anatomical Therapeutic Chemical (ATC)
Classification System is used, also published by the
WHO.

ARCHITECTURE OF INFORMATION
Frow 1o THE TCC MODULE

Data from TCC allow to adjust the scope of services
to the demand. It may thus be said that it offers the
function of surveying real market needs.

Figure 2: Diagram of information flow to the treatment cost calculation module

/ ﬁance and accounting
[ HR and payroll ]
f )
Materials management [ AT
- o
1 '8 '
Fixed assets Procedure and Diagnostics
\ stay days costs laboratory
. A
o
s ~ a
f ]
Nomlat“:_e 2L Operating room @
valuation
Treatment cost \ J
calculation
Ph " -
2L Price of services ) e
- Patients statistics,
i provided o —
Clinic
Sum of settlement with
the National Health Fund Medical report

Orderto administer drugs \

/4

Source: Own study

www.ibaf.edu.pl |41

University of Information Technology and Management, Sucharskiego 2, 35-225 Rzeszéw



(4] .
IFRA ANALYT[CAL REPORT

DEVELOPMENT TREND OF IT SYSTEMS
IN MEDICAL CENTRES

The first step forward will certainly be abolishing
the duty to keep medical documentation in paper
form. Currently, medical documentation may be
kept in an electronic or paper form®. Starting 1*
August 2014, medical documentation will have to
be created and kept exclusively electronically’. The
advantages of the change seem obvious. Decreasing
the amount of paper used and consequent decrease
of administrative costs, pro-environmental effect,
quicker access to data, considerably longer durability
of the data carrier are only some examples.

It is worth considering how to combine I'T knowledge
with effective management processes into a highly
efficient matter which will fill the gaps in productivity
and services for a patient of the medical branch. The
image of hospitals in some 10-20 years from now
should correspond with the trends developing now.
One of the greatest visionaries of the IT branch, Steve
Jobs, believed a trend to be the art of connecting dots.
To quote, “You can’t connect the dots looking forward;
you can only connect them looking backwards”” It
is the ‘back] past events that give foundations for
‘forward;, future trends.

So what are the technologies which start to germinate
now? What solutions are currently developed with
great dynamics? Many innovative companies of
international standing publish occasional spots (of
an advertising and informative character) to show
the development path of their products. When
published, these are usually quite daring visions,
frequently bordering on technologies taken straight
out of science fiction films, but sooner or later those
remarkable technologies become part of our everyday
life.

According to the direction of the global development
of the software branch, medical systems’ evolution
will go towards mobility. We can already observe
medical tablets being used all over the world, also in
Polish hospitals. The tablets enable immediate and
wireless access to the hospital database, executing
orders, completing the case history on a current

8 Directive of the Minister of Health of 21st December 2010 on
the types and scope of medical documentation and methods of its
processing, in force since 1st January 2011, states that “medical
documentation (...) is kept in an electronic form or in a paper
form”

9 Draft on the act on information system in healthcare (art. 56.
1). Until 31 July 2014, medical documentation may be (...) kept in
a paper form or in an electronic form.

basis during the rounds, or drug consumption
record when it is administered. Today, medical
tablets are already in use. What will happen in a few
years? Human eyesight is truly an amazing cognitive
tool. The number of displays used around us rises
rapidly. Each device designed to present data must
have a display. And if the omnipresent displays (in
a hospital) were to be substituted with just one, user-
integrated device? The technology of augmented
reality is currently used in mobile devices (mainly
phones) and navigation ones. Its unique functionality
combines real world with a real-time computer-
generated one - to the image directly from the
camera, graphics are added to describe the objects
shown there (e.g. street names, buildings, tourist
information). A similar technology is used by HUD®,
used in army fighter planes and some sports cars.
A hospital in which employees wear special glasses or
contact lenses to help perception seems to be a highly
effective unit. With each look at the patient, the
doctor gets current information on who the patient
is, on the examinations ordered, examination results,
case history, or current measurements. What is more
- based on the data shown by diagnostic devices and
the patients unique features (patients allergies) the
doctor may order administering the suitable drug
from an automatically managed storage of intra-
hospital drugs. There already exist solutions which
allow to project an X-ray image onto the patient’s body
to analyse the functioning of internal organs. The
nurse may monitor the time and patients’ vital signs
on a current basis (items displayed permanently),
or when s/he looks at the selected patient, selected
information about the stay and treatment will be
displayed. Calling for help with a patient in one
gesture should also pose no problems. The potential
of augmented reality as a technology seems to be
boundless.

To give reliably processed information, the system
needs much data. There already are places collecting
colossal amounts of data. Those are social network
services or personalised browsers which collect user
information. Development clearly heads towards
filtering the huge mass of data, extracting the most
useful and valuable ones, and then turning them into
knowledge. Further progress will bring mobile devices
equipped with diagnostic tools which can analyse the
state of health, as well as medical diagnosis

10 HUD (Head-Up Display) — transparent display that presents
data without requiring users to look away from a given sight.
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support based on a cloud with information about the
patient available online (lifestyle, habits, last travels,
colds, diet, etc.). When making a diagnosis while
with the patient, the doctor may certainly use such
information.

Large computerised healthcare units usually work
with software from one supplier that is available at
the local server. In other words, the whole Integrated
IT System works thanks to collaboration between
the modules, which cannot come from many various
suppliers (though there are exceptions, i.e. when the
software from suppliers is complementary). Future
heads towards shifting software to cloud computing
in the Saa$S (Software as a Service) model, where the
user has access to all modules (not necessarily from
one producer), e.g. through a Web browser, and is
not interested in the issues of equipment, software
installation, integration or updates. The basic
differences between the current application serving
and the cloud are payment and scalability. In the
second case, the user pays only for resources actually
used, and scalability allows to increase and decrease
resources in a practically unlimited scope in a very
short time.

HEALTH SERVICE COMPUTERISATION
POTENTIAL

It is assessed that the Polish health service sector
employs about 400 thousand medical employees''.
With a little over 700 hospitals, the arithmetical
mean oscillates at about 690 of all (not only medical)
employees per hospital. According to the report from
a survey on “Resources and potentials of healthcare
centres within IT and their participation in the
teleinformation space” conducted on 27% of Polish
hospitals in 2010, doctors make up 18% of all staff.
It is only for a marginal part of hospital staff that
the defined duties do not include knowledge of IT
system elements.An important index showing the
computerisation potential is the number and type
of software currently used in hospitals. The diagram
below shows the ranking of the areas of hospital
activity which are computerised most often.

11 The number of doctors licensed to practice as doctors in
2007 in Poland was 126 thousand. The number of nurses was 273
thousand. Together, that gives the number of 399 thousand. P1
Project Feasibility Study, September 2009, Ernst & Young.

Figure 3: Percentage of hospitals without specialist medical IT software
against the total number of hospitals in Poland (%) N=187
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Source: Healthcare Information Systems Centre (CSIOZ), “Resources and potentials of healthcare centres within
IT and their participation in the teleinformation space” survey

The IT system module used most frequently is
electronic registration of patients (it is used by 178
out of 187 respondents). It probably results from

the fact that this module is the least complicated as
compared to others, and easy to implement. Patients
registration may be considered a basic functionality
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required for practically all the other modules to
work. Additional correlation was noted between the
module’s functionality as a basic “staple” module and
owning and using the given software in reality.

Specialist IT software is used by as many as 97% of the
examined hospitals, meaning that nearly all hospitals
have been computerised at least to a minimum
extent. The hospital part which is most computerised
is the diagnostics area, which probably results from
the facts that services are provided much quicker, and
that more services are planned to be provided under

contracts with the National Health Fund. According
to the report, nearly 32% of the examined hospitals
declare having software to integrate the administrative
and the medical part, and 69% claim that their
systems of settlements with the National Health
Fund are integrated with the white part. About 1/5
of respondents claim to have data warehouses, which
also shows the degree of using Business Intelligence
class systems. The table below shows the degree of

system integration, dividing hospitals by the number
of beds

Table 1: Hospitals by degree of IT system integration in % N187

Hospital Administrative The system for settlements — Data warehouse
categories by  software with the National Health
the number integrated with Fund is an integral part
of beds medical software  of the medical system
Total 31 69.5 19.8
< 40-200 20.4 63 13
§° 201-400 289 68.2 19.7
S over 400 41.8 76.1 25.4

Source: Healthcare Information Systems Centre (CSIOZ), “Resources and potentials of healthcare centres within
IT and their participation in the teleinformation space” survey

The system for settlements with the Fund is clearly the
one best integrated with the other modules. It is worth
adding that the Fund stimulates computerisation, in

a way, due to its requirements for service providers as
concerns exchanging settlement data.
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Figure 4: Demand and supply in healthcare
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Source: Feasibility study for the project “Electronic Platform for Collecting, Analysing and Giving Access to Digital
Resources on Medical Events”, version 2.2.3, Ernst & Young Business Advisory Sp z o.0.,
Warsaw 21st December 2009

What challenges does the healthcare sector in Poland
face? There are definitely more for the supply area.
Quicker access and greater efficiency are strictly
technical matters - implementing medical systems
is thus of key importance. The changes occurring
in Polish demographics will bring more problems
related to access to healthcare. Obviously, better IT
tools will relieve the system, yet educating the staft (in
medicine and IT) must be focused on. True potential
lies in educated staff and the tools available to them.

ExAMPLES OF BENEFITS RESULTING
FROM IMPLEMENTING THE SYSTEM

IT systems are being implemented as intensively as
never before. The topic may even be named trendy.
Due to the individual character of an enterprise
(the more of a hospital) it is not easy to prepare
statistics of process improvement (e.g. concerning
time or resources needed). Are the benefits given by
the systems so huge? The question can be answered
by describing true cases - practical experiences
of a software developer and medical system
implementation specialist.

CASE 1

The case concerns a hospital with about 500 beds,
with the following areas being computerised:
laboratory, settlements with the National Health
Fund with statistics, and hospital pharmacy. The
areas are not integrated. Computerising of hospital
units is attempted - the hospital kitchen is chosen,
functioning as a food warehouse. Two people
employed to handle the warehouse (i.e. orders based
on a menu prepared by a dietician, receipts, issues,
goods inventory records, monthly balance) cannot
find time to meet to analyse their work. The person
who manages the kitchen is open to suggestions and
manages the employees’ time to analyse processes and
possibly improve effectiveness. A simple application
is created for keeping records of goods and inventory
balance and creating balance sheets and reports
based on information entered in the database. At
first the sceptical attitude of future users causes some
difficulties when the application is started. Once they
are informed of the application saving time in the
future, it is implemented as planned. Earlier attempts
to make inventory balance with the previously used
method - in a notebook with a calculator, called
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a sheet — and making all the needed reports took up
to 2 weeks. Once the warehouse was computerised,
all reports are prepared with a few clicks and printing
a few A4 pages. Inventory balancing has become far
more precise as compared to what had been. The
effectiveness of the considered hospital unit grew by
thousands of percents.

Case 2

Another example is the hospital laboratory.
Atmosphere at work was tense — about 15 people
(only women) were employed in the laboratory. With
the previous effectiveness, the number was too small.
The problem consisted in lack of software to record
the materials sent out to external laboratories, which
can perform examinations that cannot be made on
site. There was also no tool to record the orders for all
examinations (also those on site) divided into payable
and non-payable, and to record confirmations for
examination results being issued. It was necessary for
the people who were usually responsible for the above
activities to meet. 3 people were appointed. 2 of them
were reluctant to cooperate and acted in a way that
threatened correct implementation of the application.
The goodwill of the other person greatly influenced
the project’s success (it was the person who was
mainly responsible for balance sheets). Functionality
analysis was made, then the future users verified the
result each week, and specified new functionalities
or extensions to the existing ones on a current basis.
After 3 months the application was completed and
presented as a ready solution functioning on a “living
body”. One of the users stated that 2 days of work from
before (assuming no mistakes made) were substituted
with one click. A month later a visit to control the
software’s functioning and ask for opinions showed
that the previous tensions in the laboratory decreased
considerably. Effectiveness grew, there was more time
for other responsibilities. Patients (customers) who
come for examination results are served better and
quicker, and get the relevant results.

CASE 3

There is a document listing drugs permitted for
internal hospital use, called the “hospital formulary”
The definition could be as follows: carefully selected
drug formulary guides clinicians in choosing the
safest, most effective agents for treating medical
problems (Rucker, 1990, p. 928-942). This case
presents a comparison of using an automated
mechanism for creating the said document against

the traditional method “by hand”. At the initiative of
a creative manager of the hospital pharmacy (already
computerised), the idea arose to solve the problem
of creating and updating the formulary. Based on
current tenders, a list of drugs was made, ordered
according to the Anatomic-Therapeutic-Chemical
classification’?, with an index, including several
thousand items. The formulary may be updated
at any time, and the procedure lasts only a few
seconds. Previously, it was updated annually, due to
the extremely time-consuming process of making it.
During a conference of hospital pharmacy managers
(with about 20 people present), the declared average
time for creating a formulary in the traditional
manner was approximately 3 weeks for a team of two.
Again, thanks to use of IT technologies effectiveness,
increased tremendously - the document was
generated about 15 thousand times quicker.

CONCLUSION

Let us sum the paper up with the words of Albert
Einstein: “Computers are incredibly fast, accurate,
and stupid; humans are incredibly slow, inaccurate
and brilliant; together they are powerful beyond
imagination”  History shows that computer
technologies and software appeared and evolved to
broaden the spectrum of human possibilities. The
complementarity of people and machines, as stated
in the quoted words of A. Einstein, perfectly fits in the
benefits resulting from implementing an Integrated I'T
System in a hospital. When trying to define the perfect
model for hospital functioning, four assumptions are
made. First, any processes of diagnostics, processing
information about the patient, creating and
transferring documents, last as briefly as possible (as
computers are fast). Second, repeatable processes that
can be automatised are delegated to machines and
are fully background processes" with zero mistakes
(as computers are accurate). Third, a hospital should
focus on its main objective — treating people while
using the possibly fullest set of information about
the patient (as people are brilliant). Fourth, the IT
system is thus constructed as to provide information
that makes it possible to create knowledge in the form
of indices presented in the Management Information
System (as people are brilliant).

12 ATC  (Anatomic-Therapeutic-Chemical  classification)
- system to order drugs and other medical means and products.
13 “Background” meaning no active human participation. It is a
separate parallel process.
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Trying to find a balance between high quality of
medical services with effective management of
a medical unit on the one hand and the available
equipment and human and financial resources on
the other, the following conclusion may be reached.
Managing a hospital is a multidimensional problem.
To visualise, the scales which balance the above
elements are more than two. If a hospital shifts to
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MEDICAL ENTITIES -FINANCING TYPES
AND SOURCES IN LIGHT OF THE ACT
ON MEDICAL ACTIVITY
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Abstract Defining legally permitted financing sources is fundamental for each medical entity. The act on medical
activity of 15th April 2011introduced many changes for medical service suppliers also as concerns
the permitted financing sources. This paper aims to present the types of medical entities and their
financing sources in the light of the new regulations, i.e. the act on medical activity.
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Keywords: Poland, health care, financing system

INTRODUCTION

The year 2011 brought significant changes in
the medical services market, connected with
implementing its partial reform. The changes
concern mainly medical service providers, and in
particular the permissible organisational and legal
forms of providing health services. The reform was
implemented by the act of 15th April 2011 on medical
activity (Dz.U.of 1st June 2011), binding since 1st
July 2011. The act on medical activity(in short:
a.m.a.) is one legal act which regulates the principles
of conducting medical activity in a comprehensive
manner. It defines:

1) the principles of conducting medical activity,

2) the functioning principles of entities which conduct
medical activity but are not entrepreneurs,

3) the principles of keeping the register of entities which
conduct medical activity,

4) working time norms of medical entity employees,

5) the principles of overseeing the conducting of medical
activity and entities which conduct medical activity.
Due to the scope of issues it concerns, the new act
largely resembles the act on healthcare centres of 30th
August1991 (in short: act on ZOZs), which expired
when the act on medical activity entered into force.
The new act applies to all entities which conduct
medical activity. According to art. 3 of a.m.a., medical
activity consist in providing healthcare services.
Healthcare (medical) services are a term already
established in the Polish healthcare system, and one
which has already been regulated in the act on ZOZs.
Currently the definition - in a shortened version, but
one concurrent with the previous one (from the act
on ZOZs) - is found in art. 2 item 1 point 10 of a.m.a.
According to the said stipulation, healthcare services
are activities which serve to maintain, rescue, restore
or improve health, and other medical activities
which result from the treatment process or separate
provisions regulating the principles of providing
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them. Beside providing healthcare services, medical
activity may also consist in:

1) health promotion,

2) performing didactic and research tasks in connection
with providing healthcare services and health
promotion, including new medical technologies and
treatment methods.

An entity which conducts medical activity may
also partake in preparing people for the medical
profession and educating people who work in the
medical profession, on principles defined in separate
regulations concerning educating such people. The
above regulations are basically concurrent with
the previously binding regulations of the act on
healthcare centres concerning the aim of a healthcare
centre’s activity or the definition of healthcare centre.
Didactic and research activity remains so far optional
and additional activity. Medical activity is regulated
activity as understood by the act of 2nd July 2004 on
freedom of economic activity, hence the above quoted
act applies there to. The act on medical activity lists
the particular types of medical activity as follows:

1) inpatient and round-the-clock healthcare services:
a) hospital type,
b) non-hospital type,

1) outpatient healthcare services.

Standard division of healthcare services into in -
and outpatient ones has been used in practice for
a long time, but it has now been clearly stated in the
act. Hospital services are comprehensive healthcare
services which are provided round the clock, consist
in diagnosing, treating, nursing and rehabilitation,
and cannot be provided within other inpatient and
round-the-clock healthcare services or outpatient
healthcare services. Hospital services include also
such services as are planned to be provided within
no more than 24 hours. Inpatient and round-
the-clock healthcare services other than hospital
services include attendance, nursing, palliative,
hospice services, services within long-term care,
medical rehabilitation, substance abuse treatment,
psychiatric healthcare and health resort treatment,
provided to patients whose health requires round-
the-clock or all-day healthcare services in suitably
equipped, permanent rooms. Inpatient and round-
the-clock healthcare services other than hospital
ones are provided in chronic medical care homes,
nursing homes, medical rehabilitation centres and
hospices. Outpatient healthcare services cover

basic or specialist healthcare and services within
medical rehabilitation provided in suitably equipped,
permanent rooms when they are not required to be
provided in the inpatient or round-the-clock mode.
Outpatient healthcare services are provided in an
outpatient unit (any type of outpatient clinic or unit,
healthcare centre, or medical procedure unit with
a sick room), as well as in a diagnostics centre and
medical diagnostics laboratory .The aim of this paper
is to present the types of medical entities and their
financing sources in the light of the new regulations,
i.e. the act on medical activity.

TYPES OF MEDICAL ENTITIES IN
PoLAND

Healthcare services of any type may be provided
legally only by people with suitable qualifications
as defined by the law, and within the relevant
organisational and legal form. Until 30th June 2011,
medical services could be provided to patients only
within the following three organisational and legal
forms:

1) a public or non-public healthcare centre,

2) an individual (general or specialist) medical, nursing
or midwife practice,

3) a group (general or specialist) medical, nursing or
midwife practice.

As aresult, a doctor (nurse, midwife) who held a valid
right to practice the profession could provide the
services in a (public and/or non-public) healthcare
centre under a contract of employment or a civil law
contract, as well as have an independent private office,
meaning an individual or group (if there were at least
two doctors) medical practice. For thelast dozen years,
the basic service providers in the medical market
were healthcare centres (ZOZs).Before the act on
medical activity entered into force, the fundamental
legal act to regulate ZOZ functioning was the act of
30th August 1991 on healthcare centres (Dz.U.No.
91, item 408 as amended). The said act expired on
the day the act on medical activity entered into force
(so in practice it was binding until 30th June 2011).
Art. 1 of the act on ZOZs gave the legal definition
of the term “healthcare centre” According to the
article, a healthcare centre was a group of people and
assets, separate in organisational terms, created and
maintained in order to provide healthcare services
and promote health. The act on ZOZs gave a basic
normative division of healthcare centres into:
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1) public (PZOZ),
2) non-public (NZOZ).

The criterion for the above dichotomous division was
connected with the type of entity which created the
particular ZOZ, or in other words, with its founding
body. Article 8 of th eact on ZOZs gave a closed
list of entities which could establish a ZOZ. In the
case of PZOZ founding bodies, the catalogue was
rather limited. As compared to the relatively narrow
catalogue of PZOZ founding bodies, the list of entities
entitled to establish NZOZs was very wide and covered
basically each of the three fundamental entities in
Polish law ,i.e. natural persons, legal persons and un
incorporated organisational units (e.g. commercial
partnerships). In the case of healthcare centres, in
particular the public ones, the founding body and the
centre itself were two different entities (the difference
lay mainly in their competences). It was the ZOZ and
not its founding body that provided medical services.
Yet for NZOZs, which - in contrast to SPZOZs- were
unincorporated ,in practice there occurred a certain
“fusion” of competences (e.g. contracting) which
were performed by the founding entity instead of the
centre. Lack of clear rules within the above area was
one of the basic reasons for the legislation to abandon
this NZOZ construction in the act on medical activity.
The ZOZ manager was responsible for managing the
centre and was in practice its most important body.
In the case of NZOZs, the deciding role usually fell
to the founding body. Managers of each type of ZOZ
shad to meet qualification requirements defined by
the law.

Inlight of the act on medical activity, such activity may
only be conducted by “entities conducting medical
activity” The act on medical activity introduces
two fundamental terms referring to medical service
providers — medical entities and entities conducting
medical activity. The latter term is broader, as in light
of the new act, entities conducting medical activity
can be:

1) medical entities,
2) professional practices.

According to art. 4 of a.m.a., medical entities include:

1) entrepreneurs as defined by the act of 2nd July 2004
on freedom of business activity (Dz.U. of 2010,No.
220, item 1447, and No. 239, item 1593) in any form
provided for conducting business activity,

2) independent public healthcare centres (SPZOZs),

3) budgetary units, including state budgetary units
created and controlled by the Minister of National
Defence, competent minister of domestic affairs,
Minister of Justice, or Head of the Internal Security
Agency (ABW),which have in their structures
amedical procedure room/unit (ambulatorium),
medical procedure unit with a sick ward or a primary
healthcare doctor,

4) research institutes described in art. 3 of the act of 30th
April 2010 on research institutions (Dz.U.No. 96, item
618),

5) foundations and associations whose statutory objective
is to perform tasks within healthcare and whose statute
allows to conduct medical activity,

6) churches, church legal persons or religious associations

(in the scope in which they perform medical activity).
As a result of legislative changes, since Ist July
2011the Polish market of service providers with
a medical entity status covers entrepreneurs and
non-entrepreneur medical entities (former SPZOZs
and budgetary units), as well as other entities entitled
to conduct medical activity - research institutes,
foundations, associations and churches. Under the
previously binding act, foundations, associations,
churches and religious associations could be the
founding bodies for non-public healthcare centres.
Basically, as the catalogue of medical service providers
has extended, it has been clearly stated that it includes
also entrepreneurs as understood by the act on
freedom of business activity, in any possible form,
yet like the above mentioned entities, entrepreneurs
could found non-public healthcare centres (NZOZ).
In light of art.4 of the act of 2nd July 2004 on freedom
of business activity, an entrepreneur may be a natural
person, legal person, and an organisational unit which
is not a legal person but which has been granted legal
capacity under a separate act and which conducts
business on its own behalf. Most NZOZ founding
bodies are former entrepreneurs and now they become
medical entities themselves. The act divides medical
entities into entrepreneurs and non-entrepreneurs,
and regulates the latter category specifically in chapter
3 of section II. A particular type of non-entrepreneur
medical entities are independent public healthcare
centres (SPZOZs). It is a construction known and
fundamental in the previous legal status and in the
practice of the medical service providers market. An
independent public healthcare centre covers costs of
its activity and settles liabilities with its own resources
and revenues gained. Quite importantly, the act on
medical activity allows to transform an independent
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public healthcare centre into a capital company. The
Polish legal system allows only two kinds of capital
companies:

1) limited liability companies,

2) joint stock companies.

Those are commercial companies, and their
establishment and functioning are regulated by
the act of 15th September 2000 - Commercial
Companies Code (Dz.UNo. 94, item 1037 as
amended). An independent public healthcare centre
is transformed into a capital company on principles
specified in art. 70-820f a.m.a .It must be stressed that
such transformation is not obligatory but optional,
yet there are legal instruments, related in particular
to financial aid from the state, to encourage SPZOZs
to commercialise. Until the end of 2011 no SPZOZs
were transformed, which stemmed e.g. from lack of
executive provisions to the act.

Each medical entity which provides healthcare
services must meet general formal requirements
stated in art. 17 of a.m.a. According to the regulation,
a medical entity must:

1) have rooms or tools corresponding to the normative

requirements,

2) use products which meet the requirements of the act
of 20th May 2010 on medical products (Dz.U.No. 107,
item 679),

3) ensure that healthcare services are provided only by
people who work in the medical profession and who
meet the medical requirements defined by separate
regulations,

4) conclude:

a) aliability insurance contract,

b) an insurance contract for patients against medical
incidents defined in provisions on patients
rights and Patients Ombudsman - in the case of
a medical entity which runs a hospital.

So far, the act on healthcare centres set similar
requirements (rooms, staff, etc.) for founding and
functioning of each healthcare centre. Rooms and
devices of an entity which conducts medical activity
should comply with the requirements relevant to the
conducted medical activity, and are supervised by the
Chief Sanitary Inspectorate. The said requirements
concern in particular general space, sanitary and
installation requirements. The act on medical activity
delegates to the Minister of Health the legislative
power to issue directives within that scope. So
far, binding in that scope is still the directive of
the Minister of Health of 2nd February 2011 on

requirements to be met by rooms and devices of
a healthcare centre as concerns professional and
sanitary issues (Dz.U.No. 31, item 158).New is the
requirement for a medical entity to have a liability
insurance, as previously the requirement concerned
basically only those service providers who had
a contract with the National Health Fund (NFZ).
Moreover, new is the requirement for hospitals to have
additional insurance (practice shows that currently
that poses a considerable problem due to the amounts
of premiums charged by the insurance company
and due to the fact that so far there is only one such
insurance offer).The detailed scope of insurance,
insurance requirement date and minimum insurance
cover are specified in the resolution of the Minister
of Finance of 22nd December 2011 on obligatory
liability insurance for entities conducting medical
activity (Dz.U.No. 293, item 1729).Medical activity
may be initiated only after entry into the register
(like before). An entity which intends to conduct
medical activity as a medical entity must submit
an application for entry into the register of entities
conducting medical activity to the body which keeps
the register. For medical entities, the body which
keeps the register is the voivod competent for the
seat or residence of the medical entity. The data of the
medical entity entered into the register are open and
generally available. Central information on medical
entities is kept in an electronic form, and is available at
http://www.rejestrzoz.gov.pl/RZOZ/. When applying
to the registering body, an entity which conducts
medical activity must attach documents to confirm
having met the conditions for conducting medical
activity (e.g. organisational regulations). The mode
of proceedings before the registering body related
to registering an entity is specified in the resolution
of the Minister of Health of 29th September 2011
on detailed scope of data covered by the entry of
entities conducting medical activity into the register
and detailed procedures for making the entries,
changes to the register and removals from the register
(Dz.U.No. 221, item 1319). According to the name
of the medical entity and the scope of healthcare
services it provides, the body which keeps the register
gives the entity a Health Ministry ID code.

The act on medical activity has modified a range of
legal regulations concerning structural matters of
medical service providers. Since the act on medical
activity entered into force, it is not possible to
establish independent public healthcare centres,
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except for such independent public healthcare centres
which have emerged from mergers under principles
specified in the said act. When the act on medical
activity entered into force, public healthcare centres
functioning under the previously binding regulations
became non-entrepreneur medical entities. Within
12 months of the act entering into force, managers
of those entities must adjust their activity, statute and
organisational regulations to this act’s stipulations,
and apply to be entered into the register. With the act’s
entry into life, non-public healthcare centres became
medical entity enterprises. The changes in legislation
concern to the greatest extent NZOZs, which stop
existing as a legal form. In practice, it means that the
founding bodies of non-public healthcare centres (e.g.
foundations, companies) become directly medical
service providers(it is them who provide the services
as medical entities).A medical entity conducts
medical activity in an enterprise as understood in
art. 551of the act of23rd April 1964 - Civil Code
(Dz.U.No. 16, item 93 as amended). According to art.
551of the said Code, “an enterprise is an organised
set of tangible and intangible assets meant to conduct
business activity”, and it includes in particular assets
indicated as examples by the act. The medical entity
does not necessarily have to own the said assets,
yet it must use them under specific legal titles.
Pursuant to the act, the notion of an enterprise had
material meaning. In effect, the following elements
in particular become a medical entity enterprise:
enterprise name, movable and immovable property,
rights under contracts of hire and lease of movable
and immovable property (as well as rights resulting
from other legal relationships), receivables, rights
insecurities, financial means, concessions, licences,
permissions, patents, other industrial property rights,
economic copyrights and related economic rights. It
ought to be stressed that on 1st July 2011, non-public
healthcare centres did not become new legal entities.
Neither is there a need to create a new entity — a non-
public healthcare centre becomes an enterprise of the
medical entity which created it.

STATUTORY SOURCES OF FINANCING
MEDICAL ENTITIES

FINANCING SPZOZs

Legally permitted financing sources have fundamental
significance for the functioning of each organisation,
also that of a medical entity. Just like earlier the act

on ZOZs, the act on medical activity defines SPZOZ
financing sources permitted by law. An independent
public healthcare centre covers the costs of its activity
and settles liabilities with its own resources and
revenues gained. It decides on sharing the profit itself.
The management basis for an independent public
healthcare centre is the financial plan established by
the manager. Anindependent public healthcare centre
manages the estate and property of the State Treasury
or local government unit, provided to it for gratuitous
use, and its own property (donated or purchased) by
itself. Sale of the fixed assets of an independent public
healthcare centre, lease, hire, transferring or lending
it for use may only be done on principles defined by
the founding entity.
The value of an independent public healthcare
centre’s property is made up by the founding capital
and company capital. The centre’s founding capital
is the value of the part of property of the State
Treasury, an LGU, or a medical university, which
is allocated for the independent public healthcare
centre. The company capital is the value of the
independent public healthcare centre’s property
minus the founding capital. The company capital of
the independent public healthcare centre is increased
by net profit, the increased amounts of fixed assets’
value resulting from statutory revaluation of the
assets, and the amount of money transferred to
cover losses. The company capital of the independent
public healthcare centre is decreased by net loss and
the reduced amounts of fixed assets’ value resulting
from statutory revaluation of the assets. According
to art. 55 of a.m.a., an independent public healthcare
centre may obtain financial means:

1) from chargeable medical activity, unless separate

provisions state differently,

2) from separate business activity other than specified
in the point above (i.e. non-medicinal),if the statute
provides for conducting such activity,

3) from donations, bequests, inheritance and public
donations, including those from abroad,

4) for aims and on principles defined in provisions of art.
114-117 of a.m.a. (concerning public means described
further in the publication),

5) to perform other tasks defined in separate provisions
(e.g. health policy programmes from art. 48of the
insurance act in cases of natural disasters or infectious
disease epidemics),

6) to cover losses.
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Medical activity should be the basic source of SPZOZ
income. The major source of gaining financial means
by an SPZOZ for providing healthcare services are
public means from health insurance. In each country,
also in Poland, the basic financing sources for
healthcare services result from the healthcare system
model adopted there. The current Polish healthcare
model is an insurance-type one(most public medical
care is financed with premiums from the insured).
The model is established mainly by the act of 27th
August 2004 on healthcare services financed with
public means, and executive regulations based there
on. The said act defines the rights and duties of the
insured person, the principles, mode and deadlines
for applying for health insurance, setting health
insurance premiums, paying, settling and reclaiming
the premiums, keeping records of the insured, NFZ
organisation and principles of functioning, the
principle of supervision and control. NFZ is bound
by the Polish law to perform the organisational duty
of ensuring healthcare services to the insured person
with a system of contracts. The Fund itself does not
provide the services, but only organises the providing.
The service recipient (the patient) may obtain
a guaranteed service (i.e. one financed with public
means) only from a provider who has a contract
with NFZ, as according to art. 132 of the insurance
act, a contract for providing healthcare services
concluded between a medical service provider and
director of the Fund’s regional branch is the basis for
providing healthcare services financed with public
means by the Fund. Medical service providers are
mainly medical entities. Contracts for providing
healthcare services are concluded by the Fund after
at ender contest or negotiations are conducted. The
procedure for concluding a contract is regulated in
detail by the resolution of the Minister of Health
of 15th December 2004 on the way of announcing
proceedings on concluding a contract for providing
healthcare services by NFZ, inviting to negotiations,
tender submission, appointing and disbanding the
tender contest committee and its tasks (Dz.U. of 27th
December 2004). The total amount of the Fund’s
liabilities resulting from the contracts concluded with
medical service providers may not exceed the amount
of costs provided for that purpose in the Fund’s
financial plan. The following manners of settling the
costs of services have been officially adopted:

1) annual capitation fee,

2) unit price per unit of account,

3) lump sum.

Financing with health insurance (that is, with public
means paid to the medical entities through NFZ)
concerns mainly primary healthcare and out - and
inpatient specialist services. Beside a contract with
NFZ,SPZOZs conclude contracts for providing
healthcare services mainly with employers and
sometimes with insurance companies. SPZOZs may
conclude contracts with employers for providing
healthcare services within occupational medicine.
Contracts with SPZOZs for providing healthcare
services may also be concluded by an insurance
company acting under the act of 22nd May 2003
on insurance activity. Medical activity is regulated
business activity. SPZOZs may conduct and gain
profits also from business activity not concerned with
medical activity, e.g. renting rooms. However, the
condition for legally gaining means from conducting
business activity other than medicinal is that it is
regulated y normative provisions. In practice, that
means a provision concerning the issue is included
in the statute, which is the basic intra-normative act
for an SPZOZ (the statute should directly provide
for conducting such activity). Another category of
obtaining financial means by an SPZOZ is related
to specific legal activities within civil law, i.e.
donations, inheritance and bequests'. Generally,
it is the independent public healthcare centre that
covers losses on its own, yet the founding entity (e.g.
a local government unit)of the independent public
healthcare centre may cover the centre’s losses for
the financial year within 3 months of the deadline
for SPZOZ financial statement approval, if the
said financial result is negative (loss) after adding
depreciation costs — up to the value of the loss. The
loss and depreciation costs concern the financial
year covered by the financial statement. If the loss
is not covered as given above, within 12 months of
the time specified above the given founding entity
issues a regulation, an order, or passes a resolution on
changing the SPZOZ’s organizational and legal form
or liquidating it.

Summarising, the act on medical activity allows
SPZOZs to obtain financial means from:

1) the State Treasury,

2) the founding entity,

1 Cf. art. 888-902 (donation), 922-1057 (inheritance),
968-981(bequest) of the Civil Code.
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3) LGUs, which may provide means both for their own
and for other SPZOZs,

4) other entities entitled there to by separate provisions
(e.g. ZUS - Social Insurance Company).

Neither should financial issues related to SPZOZ
transformation be forgotten, as in accordance
with art. 196 of a.m.a., a founding entity which has
transformed an independent public healthcare centre
into a capital company on principles defined in art.
69-82, may until 31st December 2013 apply for
a special-purpose subsidy from the state budget. The
main condition for granting the subsidy is entering the
company created by transforming the independent
public healthcare centre to the business register not
later than 31st December 2013. The application for
a subsidy is submitted to the competent minister of
health together with documents to confirm meeting
statutory conditions. The competent minister of health
grants a special-purpose subsidy to the founding
entity which meets the conditions for obtaining the
subsidy, under a contract. The subsidy is allocated
to paying the liabilities of the founding entity which
have been taken over from the independent public
healthcare centre, interest therefrom, or covering
education costs.

As concerns other medical entities, their financing
sources are basically not regulated by the act on
medical activity. The act only states that they may
obtain public means for specific purposes. In general,
it may be stated that medical entities (except non-
entrepreneur medical entities) may be financed
with any legally permitted source, depending on the
invention of their owner/manager. To generalise, the
above mentioned entities may obtain financial means:
1) from the founding entity (e.g. company, foundation),

2) directly from the patient for healthcare services and
and/or additional services,

3) for providing healthcare services under a contract with
NFZ, an employer, an insurance company, or another
entity (e.g. a clinic),

4) from EU funds,

5) from gainful activity other than providing healthcare
services (e.g. renting rooms),

6) from public means for aims defined by the law (on the
principles given below).

PuBLIC MEANS FOR MEDICAL
ENTITIES

Like the previous act, the act on medical activity
contains regulations concerning transfer of public
means to medical service providers for aims defined
by the law. However, the provisions of the act on ZOZs
referred only to healthcare centres (SPZOZs),and the
ones of the act on medical activity concern a much
broader category of recipients - medical services
providers, as they include all entities which conduct
medical activity (i.e. medical entities and medical
practices).It results from the fact that under the act
of 27th August 2009 on public finance (Dz.U. No.
157, item 1240 as amended), entities which conduct
medical activity should be treated equally as concerns
access to public means. Article 114 item 1 points 1-7
of the act on medical activity provide the catalogue
of objectives for which an entity conducting medical
activity may receive public means. According to the
stated provisions, entities which conduct medical
activity may receive public means with allocation for:
1) performing tasks within health policy programmes (as

defined in the insurance act) and health promotion,

including purchasing medical equipment (understood

as medical products - current normative term and

relevant act), and other investments necessary to
perform the tasks,

2) renovation (as defined in the Construction Law act of
1994),

3) investments other than those defined in the first point,
including purchasing medical equipment,

4) conducting projects financed with resources from
the EU budget or non-refundable resources from aid
granted by member countries of the European Free
Trade Association (EFTA), or resources other than
those listed above and coming from non-refundable
foreign sources on principles defined in separate
regulations,

5) purposes defined in separate regulations and
international contracts,

6) implementation of long-term programmes (as defined
in the act on public finance),

7) covering costs of educating and raising qualifications
of people who practice medical professions.
It is not a closed catalogue (meaning the purposes
defined in separate regulations and international
contracts). An entity which conducts medical activity
may receive public means for tasks mentioned in
points 1-3, in a scope in which performing those
tasks serves to provide medical services financed with
public means as understood by the act of 27th August
2004 on healthcare services financed with public
means. The amount of the said public means cannot
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exceed the costs necessary to perform the whole task.
In practice, it means that it will be legal to cover the
costs of performing the whole task (e.g. admissions
ward renovation, purchase of a mammograph)
with public means. The public means allocated to
performing the task may not constitute a “profit”
for the entity which conducts medical activity.
Basically, it should be assumed that means for the
above mentioned tasks may be granted only to the
entity conducting medical activity which provides
healthcare services financed with public means (i.e.
has a contract with NFZ or the competent minister).
Public means are granted in an amount calculated
with the formula below:

W=KxP,
where:

o)
0" a0+b0°
and the particular symbols mean:

W - public means amount,

K - planned cost of the task,

a0 - revenues of the entity which conducts medical activity
for providing healthcare services financed with public means
that were gained in the previous financial year as understood
by the act on healthcare services financed with public means,
b0 - revenues of the entity which conducts medical activity
for providing healthcare services financed with means other
than those specified for a0,gained in the previous financial
year.

Entities which conduct medical activity may obtain
financial means to perform the tasks mentioned in
art. 114 item 1 points 1 and 4-7 under contracts with:

1) the State Treasury represented by a minister, a central
government administration body, a voivod, and also
with an LGU or a medical university,

2) another entity entitled to finance those tasks under

separate provisions.
In effect, an entity which conducts medical activity
may obtain financial means for some statutory tasks
under a contract concluded with one of the above
listed entities. Such contract for granting public
means should contain at least the following elements:
1) detailed description of the task, including the aim for
which the means are allocated, and time of completion,

2) financial means amount,

3) financial means payment manner,

4) time for using all of the financial resources, not longer
than by 31st December of the given financial year,

5) task performance supervision mode,

6) time and manner of settling the granted financial
means,

7) time of returning the unused part of the financial
means, not longer than 15 days of the task completion
day as stated in the contract, and for a task performed
abroad - 30 days of the task completion day.

What is important, provisions concerning public
procurements do not apply to the conditions and
mode of granting public means under the above
specified contract, unless separate provisions state
otherwise. Entities which conduct medical activity
may obtain public means under the above specified
contract, and also as a subsidy, since the public
entities listed above, except for medical universities,
may grant subsidies to entities which conduct medical
activity, allocated for:

1) performing tasks within health policy programmes
and health promotion,

2) investments other than those defined in the line above,
including purchasing medical equipment,

3) renovation,

4) conducting projects financed with resources from
the EU budget or non-refundable resources from aid
granted by member countries of the European Free
Trade Association (EFTA), or resources other than
those listed above and coming from non-refundable
foreign sources on principles defined in separate
regulations,

5) purposes defined in separate regulations and
international contracts,

6) implementation of long-term programmes.

It must be stressed that according to art. 116 item 4of
a.m.a., provisions on public finance apply to contracts
for conducting projects financed with resources from
the EU budget or non-refundable resources from aid
granted by member countries of the European Free
Trade Association (EFTA), or resources other than
those listed above and coming from non-refundable
foreign sources on principles defined in separate
regulations. That means that the act on public finance
applies to settling the means for those tasks, while for
other tasks that the entity conducting medical activity
may obtain public means for, provisions of the act on
medical activity apply.

CONCLUSION

The act on medical activity contains legal definitions
that are fundamental for the medical services market/
healthcare system, defines categories of service
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providers (entities which conduct medical activity),
and also regulates the status of some of them. In
consequence of the changes in legislation, medical
activity (i.e. providing healthcare services) may only
be conducted by entities which conduct medical
activity — the act provides a closed catalogues of such
entities. One of the major legal instruments which
may impact the medical market is the possibility to
transforms SPZOZs into capital companies, directly
provided for in the new act. Another advantage of
the new act is that it departs from the controversial
construction of an NZOZ. The act on medical activity
contains direct regulations on legally permitted
SPZOZ financing sources, and indicates the aims
for which public means may be granted to medical
entities and medical practices. It must be said that
the solutions concerning the financing sources
for independent public healthcare centres which
have been adopted in the act on medical activity
repeat in principle the solutions from the act of
30th August 1991 on healthcare centres. A new - as
compared to the act on healthcare centres — source
directly indicated by the law for financing the
activity of independent public healthcare centres

is the possibility to cover the centre’s losses by the
founding entity. The act on medical activity sets equal
principles for granting public means to entities which
conduct medical activity (the regulation concerns e.g.
SPZOZs, but also entrepreneurs), which is a novelty.
Separate principles of granting public means apply
only to medical entities in the form of budgetary
units. The principles of granting and using public
means by budgetary units are regulated by the act on
public finance. The problem that remains, however,
is the possibility for SPZOZs to provide commercial
healthcare services (paid directly by the patient).

The legal status of the day 1 May 2012.
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PRIVATE HEALTH INSURANCE AS A SOURCE
OF FINANCING THE HEALTHCARE SYSTEM
IN POLAND
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Abstract The medical services market in Poland is financed mainly with funds from national health insurance,
yet year by year, an increasing importance of private resources in financing health services can be
noticed. Apart from common (national) health insurance, medical care is primarily financed directly by
the patient and possibly by his employer (occupational medicine, additional private medical care). The
purpose of this paper is to present the basic legal and market aspects of private health insurance in
Poland, including apresentation of the structure of private healthcare expenses in Poland.
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INTRODUCTION

The most sensitive issue of healthcare policy has
always been, and still will be, the issue of financing the
healthcare system. The healthcare system is a whole
composed of many different elements, variously
interrelated, aiming at health-related objectives. In
addition, the healthcare system should be viewed in
the context of reflecting the reality (organization and
functioning) of a given country. The primary manner
of financing the healthcare system, adopted in a given
state, is directly related to the healthcare system
model adopted in that state. Common models of the
healthcare system include:

1) Bismarck (insurance) model,

2) Beveridge (tax/budgetary) model,
3) Residual (market) model,

4) Siemaszko model.

Each EU country has one of two organizational
healthcare system models, namely the Bismarck or
Beveridge models. The Siemaszko healthcare system
model functioned in Poland up to 1999, in which the
state was fully responsible for providing healthcare

services and their financing from the state budget.
That model was replaced by an insurance model
based on the Bismarck concept — with modifications
- which was first introduced after the war by the act
on common health insurance of 6th February 1997
(binding since 1st January 1999). The reform was
based on the idea of departing from the budgetary
system of financing healthcare and adopting an
essentially insurance-type healthcare model. This
model is based on insurance the purpose of which
is to protect people against unpredictable events
(disease) and the resulting loss of the family’s material
security. In return for the pre-paid premium, the
insured person is entitled to specific health services.
As a result, common health insurance remains the
main source of financing healthcare in Poland, as it
has been for many years. Theoretically, every insured
person has the right to equal access to medical care
with a wide range of services financed from public
means. By law, each insured person is entitled to
medical care financed with public means, in the form
of guaranteed services. Yet in practice, the insured wait
several months for an appointment with a specialist,
or even several years for surgery (e.g. ophthalmologic
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or orthopaedic). The last few years have shown that
hospitals and outpatient clinics often have money
from the NFZ (National Health Fund) to last only for
the first half of a calendar year. After summer holidays,
a patient’s chances of specialist treatment in a given
year constantly decrease, and the waiting time for
a medical appointment extends even to the following
year. Unfortunately, in almost every healthcare
system organization of the process of providing
healthcare services is connected with limiting access
to medical care. The objective is usually achieved with
waiting lists and by means of a guaranteed services
catalogue. Both those methods are also applied in
Polish law, hence an insured person is entitled only to
guaranteed services, and their availability depends on
the waiting time. Common (public) health insurance
covers most of Polish society, but interest in private
medical care has been growing for years now. Private
health insurance is also called commercial, market, or
voluntary insurance. In EU countries, private health
insurance has become standard. The development
of private insurance in EU countries is supported
by the state (e.g. through tax privileges). With the
limited availability and constantly deteriorating
quality of healthcare services financed with public
means, private healthcare becomes an alternative.
A patient can secure additional private medical care
under a contract for providing healthcare services
(prepaid medical care) concluded directly with
a service provider from the medical services market,
or by concluding a health insurance contract with
an insurer. Prepaid care packages and insurance
are offered in several variants of different scope and
amount of fees/premiums. Generally speaking, the
essence of private medical care is to provide a patient
with quick and less formalized access (no referrals,
etc.) to healthcare services specified in the contract
(e.g. specialist consultation, or diagnostic tests).
Commercial health insurance is one of the sources of
financing the healthcare system. The purpose of this
paper is to present the basic legal and market aspects
of private health insurance in Poland, including
a presentation of the structure of private healthcare
expenses in Poland.

COMMON HEALTH INSURANCE

Under art. 68 of the Polish Constitution from 1997,
everyone has the right to health protection, and also
each citizen has the right of access to publicly funded
medical services under conditions laid down in the

act on health insurance. Particular care should be
provided to children, pregnant women, people with
disabilities and the elderly. With regard to patients’
rights to healthcare services, the Constitution refers
to the act which regulates the issues in detail. Since
1st October 2004, the issues of health insurance in
Poland are regulated by the act of 27th August 2004
on healthcare services financed with public means
(Dz.U. of 2008, No. 164, item 1027 as amended),
further as a.h.s. (act on healthcare services) or the
insurance act. The executor of common health
insurance named in the above cited act on healthcare
services financed with public means is the NFZ, and
its chief principles assume equal treatment of citizens
and social solidarity, providing the insured with
free access to healthcare services and free choice of
service providers. The act specifies the rights and
duties of the insured, the principles, mode and times
of applying for health insurance, determining health
insurance premiums, paying, settling and reclaiming
the premiums, keeping records of the insured, NFZ
organization and operating principles, and the
supervision and audit principles. According to the
principle of social solidarity, the amount of premiums
for health insurance does not affect the quantity,
quality and type of services received. On account of
that principle, the insured who use health services
occasionally, finance the healthcare of the sick who
take advantage of medical help more frequently.

An important amendment to the above cited act (act
of 25th June 2009 amending the act on healthcare
services financing) came into force on 12th August
2009. It introduced the concept of guaranteed
medical services. The amendment also added
provisions specifying the principles and mode of
qualifying healthcare services among guaranteed
medical services. The aim of the amendment was to
substitute the negative range of services (art. 17 of
a.h.s. and its annex was thus repealed) with a list of
guaranteed medical services. A guaranteed medical
service is a healthcare service fully funded or co-
financed with public means, on principles and in the
scope defined in the act. Generally, it may be claimed
that the Polish patient - service recipient — has the
right to guaranteed medical services. A service
recipient is an individual person - patient — entitled
to use/using health services. Both a minor and an
adult patient who is an insured person as understood
in the act on healthcare services financed with public
means shall be considered a service recipient. Under
the principles
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specified in the insurance act, the following persons
have the right to use the services:

1) the insured, i.e. people who are:
a) subject to obligatory health insurance,
b) insured on a voluntary basis,

c) members of families of people subject to health
insurance or insured voluntarily,

2) and people other than the insured, i.e. people:

a) with Polish citizenship who reside in the territory
of the Republic of Poland and meet the income
criterion defined in art. 8 of the act of 12th March
2004 on social assistance (Dz.U. of 2008, No. 115,
item 728 as amended),

b) entitled to health services under provisions on
social security systems’ coordination,

¢) with Polish citizenship who reside in the territory
of the Republic of Poland and who are under 18
or are women during pregnancy, in labour or in
puerperium.
In consequence of a person who is subject to
obligatory insurance or insured voluntarily paying
the premiums within the times and on terms
specified in the act, such a person obtains the right
to health insurance services along with his/her
family members. Health insurance obligation shall be
deemed met after the person who is subject to that
obligation applies to the NFZ and pays the premium.
The application is made by the tax remitter (e.g. in
the case of an employee it will be the employer) and
is addressed to the Social Insurance Company (ZUS).
In return for paying health insurance premiums,
the insured have the right to use statutorily defined
health services free of charge or for partial payment.
The health insurance premium is currently 9% of the
premium assessment basis.
Within health insurance, the insured person has
the right to health services corresponding to the
requirements of current medical knowledge, within
the funds owned by the NFZ. Based on art. 15 item 1 of
the insurance act, service recipients have the right to
healthcare services under principles set out in the act.
The aim of the services is to maintain health, prevent
diseases and injuries, detect diseases early, provide
treatment and care for and prevent disability, or limit
it. Services due to a recipient and aimed to maintain
health, prevent diseases and prevent diseases include:

1) promoting healthy behaviour, in particular by
encouraging individual responsibility for one’s own

health,

2) early, multispecialty and comprehensive care for
children at risk of disability or the disabled,

3) preventive medical examinations for early diagnosis
of diseases, with particular focus on cardiovascular
diseases and tumours,

4) health promotion and prevention, including dental
prophylaxis for children and adolescents under 19
years of age,

5) conducting preventive examinations for pregnant
women, including prenatal testing recommended in
at-risk groups, and for women over the age of 40, and
dental prophylaxis,

6) preventive healthcare for children and adolescents in
their learning and upbringing environment,

7) performing preventive vaccination,

8) performing medical tests within sports medicine,
involving children and adolescents under 21 years
of age who are amateur athletes, and professional
sportsmen between the age of 21 and 23.

Art. 15 item 2 of ah.s. lists types of guaranteed
services provided to recipients and financed with
public means. Under the above provision, service
recipients shall be provided with guaranteed services
within the following scope:

1) primary healthcare,

2) outpatient specialist care,

3) hospital treatment,

4) psychiatric care and substance abuse treatment,

5) medical rehabilitation,

6) nursing and attendance benefits within long-term care,
7) dental treatment,

8) health resort treatment,

9) supply of medical devices which are orthopaedic objects
and supplementary accessories,

10) medical rescue,

11) palliative and hospice care,

12) highly specialised medical services,
13) health policy programmes,

14) drugs.

In view of the above regulations, it may be stated that
the service recipient (patient) has a right to obtain
healthcare services eligible as guaranteed under the
law. Guaranteed services are financed with public
means. They are completely free of charge for the
insured, or partly paid by them. The catalogue of
services from art. 15 item 2 of a.h.s. is a general one.
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More detailed lists for the particular categories of
services are included in relevant executive regulations
of the insurance act, issued in 2009. Healthcare
service are classified as guaranteed services based
on their evaluation, which considers criteria defined
in the act (such as their significance for the citizens’
health, clinical efficacy and safety, the ratio of cost to
the health effects obtained). Classifying particular
services within the group of guaranteed services lies
with the competencies of the Minister of Health.
The Minister of Health classifies the services on
receiving a recommendation of the President of the
Agency for Health Technology Assessment in Poland
(AOTM). Primary healthcare and outpatient and
stationary specialist services are financed from health
insurance. Primary healthcare means providing
preventive, diagnostic, therapeutic, rehabilitation
and nursing health services of general and family
medicine, granted within outpatient healthcare.
Specialist services, in turn, are healthcare services in
all fields of medicine with the exception of services
provided within primary healthcare (e.g. laryngology,
cardiology, orthopaedics, ophthalmology, surgery).
Specialist services may be provided in outpatient or
stationary forms.

Healthcare services in hospitals and specialist
services in outpatient care are provided by the order
of registration on the days and in the hours set for
providing them. If a service cannot be provided
immediately, the patient is entered on a waiting list.
If the state of the health condition of the insured
person changes so as to indicate the need to have the
service provided earlier than planned, the patient
informs his/her service provider. If that follows from
medical criteria, the service provider adjusts the time
for providing the service as needed and immediately
notifies the patients about the new date. Waiting lists
are, in practice, a legal form of limiting the availability
of guaranteed services.

The service recipient may obtain a guaranteed service
(financed with public means) only from a provider
who has a contract agreement with the NFZ. Under
art. 132 of the insurance act, the basis for providing
healthcare services financed with public means by the
Fund is a contract for providing healthcare services
concluded between the service provider and the
manager of the Fund’s regional branch. The amount
of the Fund’s total liabilities arising under contracts
concluded with service providers cannot exceed
the amount of costs envisaged for that purpose

in the Fund’s financial plan. The Fund concludes
contracts for providing healthcare services after
tender or negotiation proceedings are completed.
The procedure of concluding contracts is governed
in detail by the regulation of the Minister of Health
of 15th December 2004 on the way of announcing
proceedings concerning concluding contracts for
providing healthcare services by the NFZ, invitations
to participate in negotiations, tender submission,
appointing and disbanding the jury, and its tasks
(Dz.U. of 27th December 2004).

The insurance act specifies the general scope of
guaranteed services due to the insured. In practice,
however, there may be a variety of problems with the
scope of services due to the insured because detailed
principles for accessing the guaranteed services are
additionally regulated by executive regulations to
the insurance act and by the provisions of contracts
concluded by service providers with NFZ.

THE LEGAL NATURE AND TYPES OF
PRIVATE HEALTH INSURANCE IN
PoLAND

One of the forms of disease risk management is
insurance. Health insurance should be understood
as insurance against the risk of expenses related
to the need to use health services (Stachura, 2004).
Health insurance is offered as a product within the
insurance activity of specialized entities. Insurance
activity means offering and providing cover in case
of a risk of fortuitous events (Stawowiak, 2005, p.
9-10). A fortuitous event is a future and uncertain
event which is independent of the insurer (e.g.
disease), and which results in damage to personal
or material interests. Private health insurance in
Poland can be offered only by insurance companies
or mutual insurance societies. The offer of an
insurance company is purely commercial, while the
product of a mutual insurance society implements
social objectives (protects the members of the society
against unpredictable treatment costs).

Insurance is generally divided into property and
personal forms, according to its object. The object
of property insurance may be any property interest
which does not contravene the law and which may
be evaluated in monetary terms. Personal insurance
differs from property insurance, mainly in the subject
of their coverage, which is the life and health of the
insured. The conditions for conducting personal
insurance and property insurance activities are
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determined mainly in the act of 22nd May 2003
on insurance activity (Dz. U. No. 124, item 1151
as amended). An insurance company shall grant
insurance coverage under a contract of insurance
concluded with an insurer. The basis for the patient
(customer) to be covered by private health insurance
isan insurance contract with the insurer. An insurance
contract is currently voluntary in nature. Nowadays
the Polish law has almost no regulations referring
only and directly to a (private/supplementary)
health insurance contract, hence general provisions
on insurance, including the Civil Code, shall be
applied here. The insurance contract is governed
by the Civil Code (Art. 805-834). The Civil Code
regulates insurance contracts only in general due to
the range of various types of insurance which require
using many specialist solutions. It is a contract under
which the insurer commits, within the activity scope
of its company, to provide a specified service if an
event (accident) provided for in the contract occurs,
and the policyholder commits to pay the premium.
For example, if the insured person becomes sick
and requires consultation with a specialist doctor,
the costs of the visit will be covered by the insurer.
The insurance contract is a nominate contract, and
belongs to reciprocal contracts and contracts for
valuable consideration. Moreover, it is a consensual
(i.e. to be concluded, it requires only a unanimous
declaration of will of both parties) and adhesion
contract (i.e. it is concluded as a rule by accessing
the proposed terms), and also qualified (i.e. one of
its parties is a professional). In the insurance relation
there are basically three entities, i.e. the insurer, the
policyholder and the insured. The insurer is the entity
(insurance company), which by agreement assumes
the risk of incurring consequences of an insurance
accident specified in the contract. In accordance
with the insurance act, an insurance company may
function only in the form of a joint stock company
or a society of mutual insurance. The policyholder is
the entity that concludes the insurance contract with
the insurer. It may be any natural or legal person. The
insured person is the one whose assets (property,
health, life) has been covered by the contract of
insurance. In most cases the policyholder and the
insured are the same person.

The basic services of parties to the insurance contract
include financial performance of:

1) the policyholder, who is the payer of insurance
premiums,

2) the insurance company, which is the payment of the
agreed compensation or benefit.
The size of the insurance premiums is set by the
insurance company after evaluating the underwritten
risk. The insurance premium amount is set so as to at
least ensure execution of all liabilities under insurance
contracts and coverage of the costs of the insurance
company conducting the insurance activity. The
premium is calculated for the duration of the insurer
liability period. If not agreed differently, the premium
should be paid simultaneously with conclusion of
the insurance contract, and if the contract is effective
before the insurance document is delivered, then
within 14 days of its delivery. In accordance with
art. 812 § 1 of the Civil Code, before concluding
the insurance contract the insurance company must
deliver the text of the general insurance conditions to
the policyholder. The General Terms and Conditions
of Insurance (General Terms) are the conditions
adopted by insurance companies upon which the
company underwrites the risk declared by the
customer. General Terms describe the situations
in which the insurance company may refuse to pay
compensation or may reduce it as needed. The Terms
also enumerate situations in which the company is
not held liable if damage occurs. Moreover, General
Terms define the obligations of the insured person
and consequences of not complying with them.
The insurance company pays the claims or benefit
when the claim of the beneficiary under the insurance
contract is admitted in consequence of the findings
made in the proceedings, or an arrangement made
with the insured, or a lawful ruling of a court. Unless
agreed otherwise, the insurer’s liability begins on
the next day after the contract is concluded, but not
earlier than the next day after the premium or the
first instalment thereof is paid. Basically, the insurer
should fulfill its obligation within thirty days from
the date of notification of the event.
Until quite recently, the market of insurance products
related to medical care was very modest (it essentially
covered only insurance of medical expenses for
people going abroad and insurance of daily hospital
treatment). Currently, the health-related insurance
market covers the insurance of:
1) health damage,

2) serious diseases,
3) hospitalization expenses,

4) convalescence and rehabilitation,
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5) nursing,

6) medical expenses (Osak & Wieckowska, 2005, p. 164-
174).

Voluntary private health insurance comes in two
variants, i.e. individual and group insurance. The
development of private health insurance in the
Polish market started with group insurance. Due
to increasing interest of employers in securing
private medical care for their employees, insurance
companies have introduced a new product - group
health insurance. Nowadays, the offers of insurance
companies include more and more often offers of
individual health insurance which ensures access to
medical care in Poland. Depending on the offer, the list
of guaranteed services is very diverse, and it is usually
much poorer than the one covered by common health
insurance. Yet the advantage of private insurance is
still the short time of accessing medical services (e.g.
an appointment with a specialist within 48 hours).
One may distinguish the following types of health
insurance by their scope:

1) substitutive (parallel and competitive towards public

insurance),

2) complementary (it guarantees services not covered by
common insurance),

3) supplementary (it guarantees faster access to a wider
package of services) (Holly & Lewinski, 2004, p. 7).
Depending on its variant, the insurance contract
can be concluded with an employer for his/her
employees (it may also cover members of their
families) or with an individual customer (natural
person). Individual insurance sometimes provides
coverage for children and spouse with the insurance.
Only a natural person may be covered by health
insurance. The range of potential insured persons is
limited with the formal criteria to be met by these
persons (Osak & Wieckowska, 2005, p. 173). The
most important restriction to the offer is the age of
the potential insured person (as of the day when the
insurance coverage begins), who generally may not
be older than 60-65. It is also possible to establish
a minimum age for taking out an insurance (usually
it is the age of 18). Beside age, health is the limiting
criterion to conclude the insurance contract (that
concerns particularly the absence of specific diseases
or the time passed since their treatment). As concerns
the object of insurance, it is related to the customer’s
medical condition and his/her demand for health
services. It is mainly about comprehensive financial

hedging of risk associated with disease. A contract for
comprehensive health insurance guarantees access to
specific health services. The insurance coverage is
always further clarified by indicating the guaranteed
services. The analysed insurance product is optional,
as within the offer of one insurer the product occurs
in several options (e.g. a basic or extended one). As
concerns the manner of performing the insurance
company’s obligations, the prevailing way is to
guarantee direct access to health services provided
in medical institutions cooperating with the insurer.
The principle which occurs in almost every product
is unlimited access to primary healthcare. An element
differentiating the scope of insurance both between
variants and between insurers is access to specialists
and diagnostic tests. The differences concern mainly
the number of available medical specialties (from just
a few to about a dozen) and the number of diagnostic
procedures. An innovative element is the access to
hospital services.

Currently in Poland there is no normative act which
directly concerns private health insurance, although
there were drafts (Migdalski) concerning the issue
(recently a government draft law on additional health
insurance in 2011), and private insurance is offered
and contracts concluded on generally applicable
terms.

PRIVATE EXPENSES ON HEALTHCARE

Each year, the Main Statistical Office prepares
reports on healthcare. One of such studies is the
report titled Health and healthcare in Poland. It
contains information about the level of expenditure
by government institutions and local governments
(including the NFZ), i.e. public expenses, and the
expenses of the private sector and the Rest of the
World sector.

Total expenses on healthcare, i.e. current and
investment expenses, amounted to 99 billion PLN in
2009, which represented 7.4% of the Polish GDP. In
the time period presented in table 1, those expenses
were increasing. It is enough to mention that they
have almost doubled since 2003. Considering the
dynamics of changes in public and private expenditure
on healthcare, public expenses increased from 2003
to 2009 by 91.4%, whereas private increased by
64.8%. Analysis of changes in healthcare expenses as
compared to GDP changes shows clearly that besides
LGU expenses and direct expenses of households, all
other categories grew faster than GDP.
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Current private expenses on healthcare increased
from 15.5 billion PLN in 2003 to 25.6 billion PLN
in 2009. A significant part are direct expenses of
households. That expenditure constitutes less than

2% of GDP and is gradually growing, which suggests
that the trend may be expected to continue in the
future.

Table 1: Total expenses on healthcare in Poland in 2003 and between 2007 and 2009

2003 2007 2008 2009

millions % of millions % of millions % of millions % of

PLN GDP PLN GDP PLN GDP PLN GDP
GDP Specification 842120 100 | 1176737 | 100 | 1272838 | 100 | 1343366 | 100
Current public
healthcare expenses 34880 4.14 50016 425 60214 4.72 667 64 4.97
including expenses of
the state budget 2472 0.29 4779 0.41 5391 0.42 5935 0.44
LGUs 771 0.09 970 0.08 1014 0.08 1088 0.08
social security funds 31637 3.76 44268 3.76 53809 422 59741 4.45
T e 15547 1.85 20872 1.77 23224 1.82 25622 1.91
expenses including
G e Gl 13911 1.65 18337 1.56 20025 1.57 22018 0.64
households
other expenses 1637 0.19 2535 0.22 3199 0.25 3605 0.27
Total current expenses 50427 5.99 70888 6.02 83438 6.54 92386 6.88
Investments 2194 0.26 3585 0.30 5869 0.46 6589 0.49
7L G 52632 6.25 75665 6.43 89307 7 98975 7.37
healthcare

Source: Health and Healthcare in Poland in 2010

Total expenses on healthcare in Poland in 2009
constituted over 7% of GDP. It is not an impressive
result, compared to other countries in the world.
Data presented in chart 1 clearly show that in that

respect we are significantly behind the best, and
also countries such as Slovakia, Slovenia, the Czech
Republic or Hungary are ahead of us.
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Chart 1: Total expenses on health as share of GDP in 1999-2009 (%)
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Source: Role of private health insurance in the healthcare system. How it affects access to services, innovation and
drugs - key theses and recommendations, Polish Insurance Association, report trailer prepared by the consultancy
and training company Sequence HC Partners, p. 4
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Chart 2: Expenses on health in Poland in 1999-2011 (in billions PLN)
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Source: Role of private health insurance in the healthcare system. How it affects access to services, innovation and
drugs - key theses and recommendations, Polish Insurance Association, report trailer prepared by the consultancy
and training company Sequence HC Partners, p. 5

Global expenditurs on healthcare throughout the
world have reached the level of $5 trillion, which
makes up 10% of the world’s gross income (Polish
Insurance Association, p. 4). The greatest spending
on that purpose in relation to GDP is noted in the
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United States. Poland is very far behind. As compared
to the USA, we spend less than half the amount.
Considering the structure of the expenses, it is clear to
see that public expenses definitely prevail in Poland.
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Expenses on healthcare in Poland reached 100 billion
PLN in 2011. The above chart shows that over the last
12 years those expenses have risen one and half times.
In the expenditure on healthcare, private expenses are
of smaller significance, accounting for about 1/3 of all
expenses. The structure of expenses over the 12 years
presented in chart 2 has undergone a slight change. In
the late 20th century, the share of private expenses in

www.ibaf.edu.pl

total expenditure oscillated around 36%, and now it
has fallen by about 3 percentage points.

Private expenses on healthcare are primarily incurred
on drugs. Further, private means finance treatment
or all-day healthcare for people who do not require
round-the-clock or all-day treatment. Next in line are
expenses on dental care.
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Chart 3: Allocation of public and private expenses on health in Poland in 2010 (in billions PLN)
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Source: Role of private health insurance in the healthcare system. How it affects access to services, innovation and
drugs - key theses and recommendations, Polish Insurance Association, report trailer prepared by the consultancy
and training company Sequence HC Partners, p. 6

Very interesting is the structure of private and public
expenses covering expenses on health.

Chart 4: Allocation of public and private expenses on health in Poland in 2010 (in %)
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Source: Role of private health insurance in the healthcare system. How it affects access to services, innovation and
drugs - key theses and recommendations, Polish Insurance Association, report trailer prepared by the consultancy
and training company Sequence HC Partners, p. 6
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When analysing the data presented in chart 4, it
should be noted that a vast majority of expenses
allocated to dental services comes from the patients’
private means. It is similar with buying drugs. In the
latter case, almost 70% of expenses are financed with
non-public means. A little less than half the funds
for treatment or all-day healthcare for patients who
do not require round-the-clock or all-day care are
financed privately.

Additional private healthcare can be secured under
a contract for providing healthcare services, i.e.
prepaid care, concluded directly with the service
provider of the medical services market, or by
concluding a contract of medical insurance with
a selected insurance company.

Chart 5: Private expenses on prepaid care and insurance in 2009 (in billions PLN)

- Prepaid care

Source: Polish Insurance Association (PIU)

From the total amount of 30 billion PLN, which
were allocated to healthcare from non-public means
in 2009, a little over 2 billion PLN was allocated to
prepaid care. Much less popular was insurance — about
160 million PLN was spent on it in that period. The
two forms of financing healthcare are characterized
below.

BRIEF DESCRIPTION OF
COMPREHENSIVE PRIVATE MEDICAL
CARE OFFERS

In practice, comprehensive private medical care
offers take the forms of either prepaid care (which is
becoming less and less popular) or health insurance.

The market of prepaid care services has been
developing in Poland since the mid-1990s. Prepaid
care means a healthcare centre selling a specific range
of medical services directly to the potential recipient.
In most cases, the parties in the transactions are
private clinics of various size with different territorial
range, and companies which purchase such service
packages for their employees. The amount of the
subscription fee depends mainly on the scope of
services offered, and ranges from a few dozen to
several hundred PLN a month per person.

Within the framework of the provided services, the
customers can get not only services within primary
healthcare or specialised outpatient healthcare,
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but also diagnostic tests or health prophylaxis.
Of course, the specific scope of services depends
on the amount of the fees and the scope of services
specified in the contract between the service provider
and the employer. Higher fees can e.g. give access
to all or most available specialists, more specialised
examinations, such as CAT scans or magnetic
resonance imaging, access to all specialists and to
rehabilitation, and sometimes also dental services.
Most prepaid packages include also services within
occupational medicine.

Initially, the prepaid care offer took advantage of the
limitations to the availability of services which were
common in the public system (queues, poor quality
of services, problems with obtaining referrals, etc.).
Eliminating those barriers in access to medical care
has given private service providers a competitive
advantage. Yet in time, new products appeared which
constituted a successful combination of benefits in
kind and cash. They were an alternative for the public
offer and not only an addition to services guaranteed
in the common system (Wierzbicka, 2008, p. 89).
Using prepaid care gives employers considerable
benefits. Among them one may mention reducing
staff sickness absence, an effective instrument of
managing particularly human resources, and it may
also be used as an incentive scheme component.
Insurance companies offer their customers a wide
range of health insurance types. As in the case of
prepaid services, the quality of the offer depends
on the terms on which the contract is concluded.
Solutions proposed by particular insurers are similar,
yet there are some aspects which require particular
attention, because they can prove the quality of the
policy.

The first important point of the policy is the object
of insurance, which is the employees’ health. It may
be extended to protect their families. Insurance
protection coverage provides the insured with
medical services in the territory of the Republic of
Poland, but for an additional fee that can be extended
to other countries of the world.

Another important point of the policy which proves
its value is the range of services offered. Most insurers
offer several insurance variants, each with a different
range of services depending on the premium amount.
The sum of insurance and limits on particular services
are also important. For instance, the insurance may
cover morphological tests, but they may be limited
to a maximum of 2 times a year. The same applies

to other services, e.g. medical transport from the
place where the insured fell ill to a hospital, nursing
care after the insured is hospitalised up to a specific
sum (the higher the sum, the fuller the protection).
Another important issue is the deferred period.
The deferred period is a temporary exclusion of the
insurer’s liability. It usually occurs only in the first year
of concluding the insurance contract. The deferred
period is calculated from the first day of covering the
insured by insurance protection. It is possible to forgo
deferred periods.

Another important issue is the distribution and
number of units where employees can use the
services. The more units, the easier it is to make an
appointment and the greater the comfort of using the
insurance.

Each insurer which offers health insurance in the
Polish market has a slightly different offer, but it is
possible to note some trends. Namely, each of them
gives the insured a choice of more than one option.
In most cases, the companies prepare a range of basic
services, and other packages extend that range, which
in turn leads to higher premiums. Insurance is offered
in individual and group variants, as well as individual
and family variants.

Insurers supplement the policies with additional
contracts offering insurance coverage in the event
of the insured’s hospitalization, serious illness, or
medical expenses abroad. Employers often treat that
product as a component of an attractive non-financial
package which helps acquire and motivate employees.
The offers of insurers often make it possible to benefit
from a number of medical facilities. Insurers can sign
agreements with a number of entities to have their
clients use the services there. In the case of prepaid
care, clinics hope to attract the customers only to itself.
Most often, policies provide a more comprehensive
care extended to include hospital treatment. With
insurance (as follows from the principle of their
activity), risk of injury has a considerable impact
on the premium amount, so the policy’s price can
be affected by the age and medical condition of the
customers. That is unlikely to happen in the case
of prepaid care, where those characteristics are not
taken into account. Insurers use the deferred period
to avoid paying compensation for damages which
occurred before the date of concluding the contract.
The value of the market of health insurance and
prepaid care packages in our country is significantly
smaller as compared to the overall market of private
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health services. The main barriers to the development
of such solutions are: low awareness among Poles, low
incomes and high unemployment, low confidence
in commercial solutions concerning healthcare, or
bad habits of the “envelope-like” financing of health
service.

Under Polish law, the medical services market in
Poland is financed mainly with the funds from
common health insurance. Still, practice shows
a constantly increasing participation of private funds
in financing health services. Beyond common health
insurance, medical care is primarily financed directly
by the patient and sometimes his/her employer
(occupational medicine, additional private medical
care) (Paszkowska, 2004). Both the condition of
public healthcare, higher prosperity of the society
and higher insurance awareness help the Polish
private insurance sector develop more and more
dynamically. The market of private medical care is
one of the fastest growing sectors in the entire region
of Central and Eastern Europe. The growth rate of
around 20% per year should continue for the next
several years, as market participants constantly try to
meet the rapidly growing demand, especially in the
field of specialised care and hospital care. These two
areas shall be the main driver of growth (Grzywinska).
Poles already learned many years ago that if they
wanted to be provided with high-quality treatment
delivered on time, they had to buy it themselves. It is
proven by the more than 30 billion PLN yearly spent
on treatment from their own private means. As both
Polish and world studies show, the deficit of money
in public healthcare will get bigger, and the waiting
lists for services will continue to grow. There are

three factors that cause that, and they are observed
not only in Poland. These are: an ageing society,
medical technology progress (treatment costs will
continue to grow) and increased social expectations.
Even without changes in public healthcare, the higher
quality and better access to medical services will
make private health insurance a necessity within the
next few years.

In the current situation of Polish healthcare it is
definitely necessary to promote private health
insurance (especially group insurance), as well as pass
a law on voluntary individual health insurance which
would be complementary or supplementary towards
public insurance, and which would be available to
any patient on reasonable terms. The development of
commercial health insurance is undoubtedly related
to the population’s income level. So far, it is mainly
city dwellers with income higher than the national
average who use private medical services. The market
is driven mainly by corporations which offer to their
employees healthcare in private clinics - sometimes
even for their entire families.

Healthcare system financing has always been,
and will continue to be a major economic and
social problem for many countries. To resolve the
social conflict resulting from the state’s financial
capacities and patients’ expectations, the principles
of healthcare functioning in Poland ought to be
regulated systemically. Undeniable opportunities
for rationalising the healthcare financing system are
private insurance, patients’ co-payment for some
services, and efficient management of resources both
by the NFZ and - above all - by service providers.
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CHANGE OF THE ORGANISATIONAL AND
LEGAL FORM OF INDEPENDENT PUBLIC
HEALTHCARE CENTRES (SPZOZ)
AND CONSEQUENCES FOR FINANCING
HEALTHCARE ENTITY ACTIVITIES

TOMASZ SKICA*, TOMASZ WOLOWIEC™

Abstract Local government units (LGU) are nowadays facing the very difficult and complicated task of making
reasonable decisions regarding the transforming of SPZOZs into capital companies. First, it seems
necessary to carry out asimulation of costs and advantages of the assumed models and solutions
together with an analysis of advantages and disadvantages of the new legal and organisational forms.
The aim of this paper is to assess whether the process of transforming SPZOZs into capital companies
is purposeful and reasonable, and to define away to prepare hospitals for functioning in an altered
legislative environment. The paper draws attention to the fact that transformation itself does not
guarantee that the results achieved by the given entity will automatically improve. The transformation
can bring financial advantages for the newly created company and the local government, from the
subsidies and remissions in accordance with art. 197 of the act on medical activity. Yet the conditions
for getting such help are quite restrictive and not in every situation can financial help from the central
budget be counted on. Such aid could help improve the financial standing of ahospital considerably.
Also, it must be remembered that ahospital transformed into acapital company acquires the capacity to
go bankrupt. If the new entity generates aloss, it may result in the owner having to raise the initial capital
in order to avoid filing abankruptcy petition by the company. In practice, the financial consequences
for the local government are the same as in the case of having to cover losses. The difference lies in the
continuity of the provided medical services.

JEL Classification: E6, H4, H5, H7
Keywords: local government units, SPZOZs, healthcare system, health care financing, structure of medical service providers,

public finance

discussion leads inevitably towards commercialising
the health service sector, at least partially (See more
on this in: Karkowski, 2010, p. 67). Thus a question
arises about the scale of the problem, the sector’s
structure by entity, and the relation between the
organisational and legal structure versus the shape
and efficiency of the financial management of service
providers (i.e. the supply side of the medical services
market).

INTRODUCTIONS3

The issue of the model of financing the healthcare
sector in Poland is a subject of endless discussion. The
issues raised always include the questions of stabilising
financial contributions, income sources’ efficiency, or
the adequacy of resources for expenses incurred by
providers of medical services. Regardless of which
issue is addressed, and from what point of view, the

* Ph. D. Tomasz Skica, Director of Research and Science, Institute for Financial Research and Analyses in Rzeszow, Head of the Department
of Finance - University of Information Technology and Management in Rzeszow, tskica@wsiz.rzeszow.pl.

** Associate Professor, Tomasz Wolowiec, Doctor of Economic Sciences, Vice Mayor of the Krynica-Zdréj Commune,
wolowiectomek@gmail.com.

3 The paper examines the healthcare sector in Poland based on statistical data for the end of 011. Thus at the comparison level, it presents
the legal status shaped by the act of 30" August 1991 on healthcare centres (Dz. U. of Law of 2007, No. 14, item 89 as amended), in force
until the end of June 2011. Yet analyses of the impact of the organisational and legal forms of public sector healthcare units in Poland and
their changes on financial economy - taking statistics for the reporting year 2011 as the starting point — will be carried out on the basis of the
current legal basis: the act of 15th April 2011 on medical activity (Dz. U. 2011, No. 112, item 654 as amended).
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Considering the above problem, this paper aims to
examine the impact of changing the organisational
and legal form of independent public healthcare
centres (SPZOZs) on financing their activity. The main
topic of the planned discussion is thus to examine the
advantages and costs which result from the greater
financial autonomy of SPZOZs in the context of
implementing their statutory objectives (Suchecka,
2008, p. 27). and the financial consequences of
independent public healthcare centres transforming
into capital companies.

As of 31* December 2011, there were 2 246 public
Z0OZs (healthcare centres) and 16 825 non-public
healthcare centres functioning in Poland*. Adding
to that the fact that there are almost three times
fewer organisational sections of healthcare facilities
functioning within public ZOZs in total, it may seem
that non-public entities dominate in the structure of
the national healthcare sector.

Yet the sector appears altogether different if we
compare not the number but the size of ZOZs.
The average number of organisational sections
functioning within public healthcare centers in 2011
was 24 862, whereas for non-public ZOZs it was only
8 936. This situation is similar if healthcare facilities
are compared with their size. In the case of the public
sector, there was a smaller number of entities (5 521
public vs. 21 644 non-public) but they are superior
in size. In the public sector, the average number
of organisational sections per facility was 10114,
whereas for non-public facilities it was only 6 947 (see
table 1).

Table 1: Number of healthcare centres and organisational units and facilities included in them*

Public

70z | Z9Z | Eacilities | T2t

: . Sections
size size

Non-public

70z | Z9Z | Eacilities | T2t

g . Sections
size size

2246 24 862 5521 10114 55839

16 825 8936 21 644 6 947 150 351

* ZOZ size — average number of organisational sections within ZOZ. Facilities — healthcare facilities - ZOZ organisational
units, e.g. hospitals, clinics, emergency services etc. Facility size — average number of organisational sections within a facility.
Sections - organisational sections of healthcare facilities, e.g. clinic units, hospital wards, laboratories etc.

Source: Study based on http://www.rejestrzoz.gov.pl/RZOZ/

4 http://www.rejestrzoz.gov.pl/RZOZ/raporty/raporty.
do?rap=ilzozstrorg.html. The definition of a healthcare centre
corresponds with the definition indicated in art. 1, item 1 of the act
on healthcare centres.
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A comparison of public and private sector market
shares in the health services market, based on the
criterion of the total number of healthcare centres or
of market saturation (i.e. the number of hospital beds
per 10 thousand inhabitants), can be misleading.
Nevertheless, analyses which consider the number of
hospitals functioning within each sector remove any
doubt. Among public healthcare centres functioning
in Poland in 2011, 693 were public hospitals®,
whereas the number of non-public hospitals was
as high as 1 326, i.e. almost twice as the number of
public service providers. The findings are clear. They
prove that the national healthcare sector is evolving
towards a model based on non-public provision of
medical services financed by public payers®. Due
to the fact that the financial management of public
sector entities is less effective than in private entities
rendering the same services, it seems reasonable to
look for solutions which effectively combine the
availability of medical services which is characteristic
for the public sector with providing the services
effectively (which is a domain of the private sector).
The described background shows that it is necessary
to analyse the situation on two complementary levels.
The first one will concern diagnosing the directions of
current changes in the area of organisational and legal
forms of public healthcare sector units as observed
in 2006-2011 (inclusive). The period chosen for the
analysis is justified by two circumstances. These are:
the Act of 30th June 2005 on public finance’ (currently
not binding) coming into effect, reorienting the
public finance sector (PFS) towards its current shape
according to the Act of 27th August 2009° on public
finance; and cessation of the Act of 30th August 1991
on healthcare centres’ abrogated with the Act of
15th April 2011 on medical activity'®. The second
level will concern the potential advantages and costs
of transforming the units in organisational forms
allowed by the Act on public finance of 2009 into
commercial companies, and the subject of analysis
will be both financial and non-financial aspects of the
organisational and legal transformations.

5 For the purposes of this paper, entities within two generic
categories covering: hospitals (HP.1) and inpatient centres of
nursing and long-term care (HP.2), were classified as hospitals.

6  See http://www.abc.com.pl/problem/710/7.

7 Dz. U. of 2005, No. 249, item 2104 as amended.

8 Dz. U. of 2009, No. 157, item 1240 as amended.

9 Dz.U. of 2007, No. 14, item 89 as amended.

10 Dz. U.of2011, No. 112, item 654 as amended.

7Z0Z ORGANISATIONAL AND
LEGAL FORMS AND THE FINANCIAL
MANAGEMENT FORMULA

When analysing the organisational and legal forms
of PFS units, in which public healthcare centres can
be created and run, it is necessary to point out at the
start that as the legal order was changed (i.e. when
the Act on healthcare centres expired) the focus
shifted, with respect to current regulations, towards
commercial partnerships. The Act on healthcare
centres stated in art. 35¢ item 1 that a public ZOZ can
be run as a budgetary unit, a public sector enterprise
or an independent public healthcare centre, whereas
art. 6 of the Act on medical activities regulates the
issue of forms allowed for medical entities totally
differently. Firstly, a catalogue of the establishing
entities has been redefined. In the Act on ZOZs,
entities establishing public ZOZs according to the
criterion of form which newly created units can take
have not been diversified, while the Act on medical
activity makes such a division'' . Furthermore, the
Act on ZOZs, which expired 30th June 2011, named
the following entities as competent to establish
ZOZs: a minister or a central body of government
administration, a voivod, an LGU (Karski, 2009, p.
39), a public medical university or public university
which pursues educational and research activity in
the area of medical sciences, and a Postgraduate
Medical Education Centre. Now, according to the
Act of 15th April 2011 on medical activity, the State
Treasury (represented by a minister, central body of
government administration, or voivod) and a local
government unit (i.e. a commune, a district/poviat,
a region/voivodship) can create and run a medical
entity as a capital company, a budgetary unit, or
a SPZOZ. The catalogue of establishing entities has
been extended to include medical universities (cf. art.
7 of the Act), with the meaning of this term explained
inart. 2, item 1, point 13 of the Act on medical activity.
According to it, a medical university should be
understood as “a public medical university or a public
university pursuing educational and research activity
in the area of medical sciences, or a Postgraduate
Medical Education Centre”. The regulations state,
however, that although a thus defined medical
university can establish and run a medical entity, the
possibility of choosing the form for such an entity is

11 Cf  http://www.lexagit.pl/informacje/kolejna-rewolucja-w-
sluzbie-zdrowia/.
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limited to choosing solely between a capital company
ora SPZ0OZ, excluding a budgetary unit (See more on
this in: Sobiech, 1990, p. 169).

The reasons given above must be verified empirically.
Shifting in the analysis towards statistical data,
it is possible to define the potential of healthcare
in Poland and trends of its changes. The first step

towards reaching such an aim is to verify the national
potential of the healthcare sector. It is presented in
table 2, both for public and non-public ZOZs. It is
a starting point for analysing the structure of medical
service providers functioning within the public
sector, divided by the organisational and legal forms
of their activity.

Table 2: Organisation and potential of healthcare* in Poland as of 31st December 2011**

Public Non-public

S g | £ S | % N g | £ e | 3§
Lodzkie 159 | 32,044 | 500 | 10,190 | 5095 | 17.53 | 1170 | 12,902 | 1732 | 8,715 | 15095 | 51.92
Slaskie 213 | 24,826 | 400 | 13,220 | 5288 | 25.55 | 2478 | 8,710 | 2739 | 7,880 | 21583 | 104.30
Swigtokrzyskie 110 | 20,836 | 284 | 8,070 | 2292 | 10.42 | 404 | 8507 | 531 | 6,473 | 3437 | 15.63
Dolnoslaskie 186 | 23,855 | 415 | 10,692 | 4437 | 4398 | 1175 | 11,703 | 1669 | 8,239 | 13751 | 136.29
Kujawsko-pomorskie | 139 | 19,806 | 273 | 10,084 | 2753 | 10.54 | 574 | 9,420 | 754 | 7,171 | 5407 | 20.69
Lubelskie 121 | 28,041 | 361 | 9,399 | 3393 | 10.50 | 944 | 8293 | 1192 | 6,568 | 7829 | 24.22
Lubuskie 65 | 16,646 | 103 | 10,505 | 1082 | 2.11 480 | 5,842 | 678 | 4,136 | 2804 | 5.47
Matopolskie 175 | 24,143 | 462 | 9,145 | 4225 | 39.67 | 1308 | 7,489 | 1607 | 6,095 | 9795 | 91.97
Mazowieckie 317 | 33,104 | 1042 | 10,071 | 10494 | 49.88 | 2055 | 12,859 | 2693 | 9,813 | 26426 | 125.61
Opolskie 65 | 17,477 | 159 | 7,145 | 1136 | 9.40 389 | 6,578 | 493 | 5,191 | 2559 | 21.17
Podkarpackie 123 | 28211 | 412 | 8422 | 3470 | 1592 | 870 | 6,597 | 1143 | 5,021 | 5739 | 26.33
Podlaskie 70 | 26,057 | 214 | 8,523 | 1824 | 3.85 649 | 5,020 | 750 | 4,344 | 3258 | 6.87
Pomorskie 137 | 18,847 | 218 | 11,844 | 2582 | 19.90 | 784 | 9,987 | 1048 | 7,471 | 7830 | 60.35
Warminsko-mazurskie | 116 | 15,845 | 199 | 9,236 | 1838 | 12.87 | 737 | 5228 | 934 | 4,125 | 3853 | 26.98
Wielkopolskie 132 | 22,273 | 268 | 10,970 | 2940 | 8.77 | 1944 | 6,574 | 2579 | 4,955 | 12779 | 38.12
Zachodniopomorskie 25339 | 211 | 14,171 | 2990 | 17.61 9,498 | 1102 | 7,446 | 8206 | 48.32

O 7 7S T TS o P o Y T e e

* All organisational forms of ZOZ allowed by the Act on healthcare centres.
** Facilities — organisational units of healthcare centres, e.g. hospitals, clinics, emergency services, etc. Sections —
organisational sections of healthcare centres, e.g. clinic units, hospital wards, laboratories etc. Sections - saturation
— the number of sections per 10 thousand inhabitants. ZOZ size - the average number of organisational sections
within a ZOZ. Facility size - the average number of organisational sections within a facility.
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The statistics presented in table 2 show the diversity
of healthcare potential in Poland, both territorially
(i.e. by regions) and within each sector. The biggest
number of public ZOZs in 2011 was found in the
Mazowieckie region (317 units), and the smallest
number in the Lubuskie region (65 units). Similar
results were brought by analyses based on the criterion
of the number of facilities per unit. In Mazowieckie,
the number was 1 042, and in Lubuskie - 103. The
biggest number of non-public ZOZs was found in the
Slaskie region (2 478 units and 2 739 facilities), and
the smallest in Opolskie (389 units and 493 facilities).
In spite of such significant differences in the numbers
of units functioning within each sector, the span

between the regions with the biggest and the smallest
number of public and non-public healthcare centres
was comparable, and amounted to 252 units for the
public sector and 261 units for the private sector.

The information presented so far discusses the
structure of the healthcare sector in Poland in
aggregate. Further in the article, only hospital
facilities will be considered. For the needs of this
paper, it has been assumed that these are entities
listed in the statistics of two divisions: hospitals
(HP.1) and inpatient centres of nursing and long-term
care (HP.2). A comparison of the two is presented in
diagram 1.

Diagram 1: Public and non-public hospitals'? in Poland in the years 2006-2011 (inclusive)*

1500
M Liczba szpitali niepublicznych
p P Y 1145 1238 1326
939 981 1049
1000 811 803
500
0

2006 2007 2008

2009 2010 2011

* All organisational forms of ZOZ allowed by the Act on healthcare centres.

** Facilities - organisational units of healthcare centres, e.g. hospitals, clinics, emergency services, etc. Sections -
organisational sections of healthcare centres, e.g. clinic units, hospital wards, laboratories etc. Sections - saturation
— the number of sections per 10 thousand inhabitants. ZOZ size - the average number of organisational sections
within a ZOZ. Facility size — the average number of organisational sections within a facility.

Source: Study based on http://www.rejestrzoz.gov.pl/RZOZ/

12 Founding bodies of non-public hospitals established in the analysed period were: churches and religious associations,
employers, foundations, trade unions, professional self-government and associations, natural persons, private, registered, limited
and professional partnerships, private unlimited with share capital, limited liability and joint stock companies, as well as cooperatives.

Cf. http://www.rejestrzoz.gov.pl/RZOZ/.
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The above graphic illustration shows the number of
public and non-public hospitals in Poland in the years
2006-2011 (inclusive). The comparison also exposes
the trend of changes in the structure of healthcare
in Poland, in the part represented by hospitals. The
diagram proves that the drop in the number of public
hospitals is accompanied by a growing number of
non-public entities"” . Analysing the dynamic of
changes presented in the diagram, it is possible to
define the power of progressing transformation in
the structure of medical service providers. Only in
2006-2011, the number of public hospitals in Poland
decreased by 118 units, whereas the number of non-
public hospitals increased by as many as 387 entities.
Thus the rate of public hospitals being replaced by
non-public entities in the whole examined period
was as much as 3.3.

Basing on statistics conducted by the ZOZ register'*

it is also possible to verify the next objective of
this paper, i.e. answer the question of the dominant
organisational and legal form in the structure of
public hospitals. The graphic representation shown
below proves that entities in the form of an SPZOZ
dominate in the structure of public hospitals (cf.
diagram 2). Therefore the other legally permitted
organisational and legal forms in the healthcare
sector (such as e.g. budgetary units) apply chiefly to
the other (non-hospital) medical service providers
functioning mainly in the open healthcare system.

Diagram 2: Public hospitals in total (diagram A) and independent public healthcare centres (diagram B)
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693 \\\\\\\

2011 ‘ 2007
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2010 2008

769
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es=wTotal number of public hospitals

2006
0
562
2011 400 2007
762
200
0
671
2010 2008
728
704
2009

es==mNumber of public hospitals in the form of SPZOZ

Data from the following divisions were adopted for calculations: hospitals (HP.1) and inpatient centres of nursing

and long-term care (HP.2).

Source: http://www.rejestrzoz.gov.pl/RZOZ/

13 Cf. http://wyborcza.pl/1,76842,9659923,Juz_1099_
niepublicznych_szpitali_w_Polsce.html.

14  http://www.rejestrzoz.gov.pl/RZOZ/.
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Taking the above into consideration, it must be
pointed out that the analysed source data show that
the number of hospitals functioning as budgetary
units has not changed since 2006 (i.e. the first year
of the examined period). As of 31st December 2011,
24 entities conducted their activity in that form.
At the same time there were as many as 680 ZOZs
functioning as budgetary units in the whole health
sector in Poland in 2011. This proves correct the
above presented opinion that this organisational
form is more adequate for open healthcare than
for closed. Finally, it should be stated here that in
the examined period there was only one hospital
functioning as a budgetary unit in Poland (namely in
the Lubuskie region). This individual case allows one
to marginalise the significance of that organisational
and legal form of PFS (as in the case of budgetary
units) as appropriate for running public hospitals. As
a result, in the discussion on the organisational and
legal form in which a vast majority of public hospitals
are run, financial management resulting from the
form, and also on transforming public hospitals into
commercial companies, is focussed on SPZOZs.

SPZOZ IN THE STRUCTURE OF
MEDICAL SERVICE PROVIDERS

Taking into account the above findings, and at
the same time creating the basis for analysing the
impact of changes in the healthcare sector structure
on the shape of hospital financial management, it is
necessary to focus on the specificity of SPZOZs as
medical service providers. Such a solution provides
a way to verify the consequences of transforming
the units into commercial companies in both legal
and financial terms. Firstly, it should be stated that
an independent public healthcare centre, in contrast
to budgetary units and budgetary entities (nowadays
run only by local governments), has a legal
personality. It covers the costs of its own activity
from its own resources and the generated revenues,
and also settles other liabilities. An SPZOZ decides
on the distribution of profit and covers losses, subject
to article 59, items 2 and 4 of the Act on medical
activity'®. Thus it is exactly the opposite of entities

15  Art.59 item 2: The establishing entity of an SPZOZ may within
3 months of the deadline for SPZOZ financial statement approval
cover the centre’s losses for the financial year, if the said financial
result is negative (loss) after adding depreciation costs — up to the
value of the loss. Art. 59 item 4: Unless the losses are covered as
indicated in item 2, within 12 months of the time specified in item
2 the establishing entity issues a regulation, an order, or passes a
resolution on changing the SPZOZ’s organizational

operating as budgetary units. Here it is essential
to indicate financing sources which determine
public funds management. A hospital functioning
as an SPZOZ obtains resources from chargeable
medical activity, separate business activity (other
than medicinal), donations, bequests, inheritance
and public donations, including those from abroad
(See more on the topic in: Golinowska, 2004, p. 52
and also in: Golinowska, 2006, p. 60). Moreover, an
SPZOZ can receive public funds allocated for:

1) performing tasks within health policy programmes

and health promotion,

2) renovation,

3) conducting projects financed with resources from
the EU budget or non-refundable resources from aid
granted by member countries of the European Free
Trade Association (EFTA), or resources other than
those listed above and coming from non-refundable
foreign sources,

4) purposes defined in separate regulations and
international contracts,

5) implementation of long-term programmes,

6) covering costs of educating and raising qualifications
of people who practice medical professions'®.

In comparison to other organisational forms in the
healthcare sector, SPZOZ therefore means financial
independence proved e.g. by the possessed assets
(the founding capital and company capital), being
a carrier of rights and obligations on the basis of
civil law resulting from having legal personality,
and financial management closer to that of a market
economy. The founding capital of an SPZOZ is the
value of the part of the property of the State Treasury,
an LGU, or a medical university, allocated for the
independent public healthcare centre. The company
capital is the value of the SPZOZ property excluding
the founding capital. In accordance with art. 57 of
the Act on medical activity, the company capital of
an SPZOZ is increased by net profit, the increased
amounts of fixed assets’ value resulting from statutory
revaluation of the assets, and the amount of money
transferred to cover losses. The SPZOZ fund is

and legal form or liquidating it. The above content is supplemented
by art. 61 of the Act on medical activity. According to it, liabilities
and receivables of an independent public healthcare centre after its
liquidation become liabilities and receivables of the State Treasury,
of a medical university, or of the competent local government unit.
The regulation from the first sentence shall apply adequately to
property.

16  Cf. art. 114 of the Act on medical activity.
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decreased by net loss and the reduced amounts of
fixed asset value resulting from statutory revaluation
of the assets.

Discounting the content presented above, reference
should be made to the possibility to transform
a SPZOZ into a capital company, as provided for
by the Act on medical activity, and the conditions
of the procedure. It is significant insofar that in
the previous legal order there were no regulations
directly concerning SPZOZ transformations. As
a result, both the Act and its regulations constitute
a kind of novum in the organisational sphere of
healthcare sector functioning in Poland. In view of
the above, it is necessary to refer to the three statutory
aspects in which it is necessary to consider the
transformations mentioned. The first one concerns
transforming an SPZOZ into a capital company on
the principles under art. 70-82 of the Act on medical
activity. The second aspect (under art. 73 of the Act
on medical activity) provides for converting several
independent public healthcare centres into one
company, provided that the transformed centres have
the same establishing entity'’. Eventually, the third
aspect of SPZOZ transformations regulated by the
Act concerns the possibility of integrating SPZOZs
(cf. art. 66 of the Act)'®.

As proved by the interpretation of statutory
provisions, the law provides numerous possibilities
for modifying the existing structures of the healthcare
sector. What is more, it leaves the decision on
conversion to establishing entities, introducing the
characteristic free-market liberalisation of solutions.
Thereby focus within the organizational forms of
medical service providers shifted even more towards
establishing entities, thus triggering the possibility of
pro-effectively shaping the sector’s structures.

17 In art. 73, item 2, the Act on medical activity allows for an
exception to the rule, stating that a transformation can consist
also in transforming independent public healthcare centres which
have different establishing entities but which are an LGU into one
company. In such a case, the establishing entities, which are LGUs,
conclude a relevant contract on the basis of resolution of the units’
legislative bodies, to which contract they enclose a draft of the
articles of association (statute) and a draft of the organisational
regulations.

18 SPZOZs can be merged in two ways. The first one consists in
transferring all property of at least one SPZOZ (the acquired one)
onto another SPZOZ (the acquiring one). In the second version, a
new independent public healthcare centre is created, formed of at
least two merging SPZOZs.

CHARGEABLE LIABILITIES OF
HoOSPITALS AS STIMULI FOR DECIDING
oN SPZ0OZ CONVERSION

Debt of the healthcare sector in Poland is an integral
element of its characteristics. A particularly high level
of liabilities of healthcare centres was noted in 2004-
2006. Reduction of chargeable liabilities resulted from
public hospital debt cancellation under the Act of 15th
April 2005 on public aid and restructuring of public
healthcare centres”. The restructuring consisted
mainly in debt rollover, that is making chargeable
liabilities non-chargeable. Forecasts for the period up
to 2012 (inclusive) predict a further increase of the
debt of healthcare units from 12 524 million zlotys
in 2011 to 12 808 million zlotys in 2012. At the same
time, the growing debt is accompanied by progressive
deterioration of liquidity of the healthcare sector
(Grzeskiewicz, 2011, p. 87). This situation coincides
with the above mentioned ct on medical activity,
which regulates the possibility of converting SPZOZs
into capital companies, coming into force. The fact is
doubly important. Firstly, the Act gives a “possibility”,
not an obligation to transform independent public
ZOZs into companies, thus maintaining the principle
of autonomy of local government units as stated in
art. 16 of the Constitution of the Republic of Poland®.
Secondly, transforming an SPZOZ into a capital
company does not require its prior liquidation, and
thereby; its obligations are assumed by an establishing
entity (e.g. a local government unit), without any
prejudice to the provisions of art. 71 of th Act on
medical activity?'.

Here it is worth indicating the difference between
private hospitals and non-public hospitals set up
by units of the public finance sector, which include
among others local governments. Shares of the
former hospitals belong mainly to private investors,
and in the case of local government hospitals, the

19 Dz U. of 2005, No. 78, item 684 as amended.

20 Dz. U. of 1997, No. 78, item 483.

21 Debt ratio is set as the relation of the sums of long-term and
short-term liabilities reduced by short-term investments of an
SPZOZ to the amount of its income. In art. 72 of the quoted Act it is
pointed out, however, that in a situation when the value of the debt
ratio exceeds 0.5 — on the day preceding the day of transformation,
the establishing entity takes over SPZOZ liabilities of such value
that the debt ratio determined on the day of transformation for the
company resulting from transforming the SPZOZ amounts to no
more than 0.5. If the value of the debt ratio is 0.5 or less on the day
preceding the day of transformation, the establishing entity may
take over the SPZOZ liabilities. The first liabilities to be taken over
are the most overdue ones, including principal and interest.

78 | www.ibaf.edu.pl

University of Information Technology and Management, Sucharskiego 2, 35-225 Rzesz6w

" )
IFRA ANALYTICALREPORT

majority shareholder is still most often an entity of
the public finance sector, i.e. an LGU. That is why
it is an LGU that makes the decision to convert an
SPZOZ into a non-public local government hospital.
Yet bearing in mind that some local governments
declare themselves sceptical towards the issue of
converting hospitals into commercial companies, the
neutral nature of the provisions of the Act on medical
activities seems to perfectly fit into the undeclared
environment of local governments, leaving the
decision on the potential transformation to the parties
concerned, i.e. the establishing entities. At the same
time, it ought to be noted that the LGUs which have
made the transformation emphasize that thanks to
the move they have gained hospitals not encumbered
with any debts, obliged to pursue a restrictive
financial policy, and the costs of its operation are up
to 30% lower than in public hospitals®. Paradoxically,
the indicated decision-making problem concerning
optional transformations of SPZOZs into companies
may be solved by provisions of the above quoted Act
on medical activity. Its regulations state that when an
SPZOZ is transformed into a capital company by the
establishing entity (according to principles indicated
in art. 69-82 of the Act) by 31st December 2013,
some liabilities (primarily those that are public or
legal) taken over from the SPZOZ by the establishing
entity will be remitted (cf. art. 190-193 of the Act on
medical activity). The establishing entity (e.g. a local
government unit) which converted the SPZOZ into
a capital company may by 31st December 2013, based
of art.196 of the above quoted Act, apply for a special-
purpose subsidy from the state budget. It should be
clearly emphasized here that, due to the generally
poor financial condition of SPZOZs, this argument
can catalyse initiatives to convert public SPZOZs into
companies. Regardless of the statutory “arguments”
the reasons which objectively justify transforming
hospitals into companies are economic factors,
including:
1) aunits debt and/or loss of liquidity,
2) “rescuing” the local government from a debt limit
resulting from the Act on public finance (obligations of

a liquidated SPZOZ become in consequence the local
government’s debts),

22 D. Sikora, Niepubliczne szpitale takze lecza bezptatnie (Non-
Public Hospitals Also Treat for Free), Retrieved from: http://praca.
gazetaprawna.pl/artykuly/5375.

3) rational separation of hospital and local government
budgets which stimulates effective financial
management,

4) the need to restructure SPZOZ personnel, flatten
organisational structures and effectively delegate
power to competent staff,

5) implementing modern management methods based
on market criteria and pro-quality and efficiency
criteria,

6) acquiring an investor and/or investing in medical
equipment and apparatus,

7) “lending credence” to a hospital for external entities,
such as banks, contractors, lease and factoring
companies, etc.

Changing the organisational form of a hospital

brings not only advantages. To be objective in the
analysis, it should be noted that a company’s formula
is also fraught with certain defects. Therefore the
decision on conversion should be made on the basis
of a balance of benefits and costs made for each

SPZOZ separately. The worst possible scenario is

universalising activities only due to relationships in
the surrounding environment and yielding to the
“psychology of the majority”.

Among the consequences (both positive and
negative) of transforming a hospital into a company,
the following categories of consequences are listed:

1) a commercial company “may not” get into debt in an
unreasonable way,

2) the board of directors and the supervisory board
have financial and criminal liability for improper
management,

3) a commercial company with assets obtains
creditworthiness and credibility in banks and other
financial institutions,

4) the company, still owned by a local government,
becomes independent from its budget,

5) acreditincurred by the hospital is not directly charged
upon a local government’s budget,

6) the company may conduct commercial activities that
are an additional source of income,

7) the company can start new activities regardless of the
payer (i.e. contracting services through the National
Health Fund),

8) a commercial company may be capitalised by new
shareholders,

9) capitalising a company creates possibilities to build and
modernise the infrastructure, provide new equipment
and apparatus, or implement new technologies,

10) it is possible for an SPZOZ to declare bankruptcy,
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11) if EU funds are used, the local government must keep
100% of the shares.

The presented circumstances constitute a balance
of the benefits and costs of making a decision on
converting an SPZOZ into a company. They prove that
the decision should be made after first considering
the consequences of the planned transformations.
The mere fact of conversion cannot be treated as
a panacea for problems of the healthcare sector in
Poland. It is only about a new hand in the sector.
The real effects of changing the organisational form
of hospitals will still be decided on by managers of
medical entities together with decision-makers who
create the financial conditions of the healthcare
sector. In view of the above, it should be noted that
the problem of hospital debts in Poland is not only
multi-dimensional but also multi-layered. Hospitals
are entities with a high level of fixed costs, and so they
have limited possibilities to adapt to the dynamically
changing market conditions (Malinowska-Misiag,
Misiagg & Tomalak, 2008, p. 30). A characteristic
feature of indebted hospitals is excessive employment
and escalating wage demands of healthcare employees.
As a result, the source of the debt are not investment
credits, but arrears, including those concerning social
insurance contributions, receivables for suppliers and
payroll liabilities. The experience of the last ten years
clearly shows that debt relief programmes undertaken
centrally have proven ineffective and, additionally,
due to their recurrence they simply discouraged
public hospitals to undertake restructuring activities
(Pieprzyk, 2012, p. 48-49). The best proof of that
is the experience with the Act on public help and
restructuring of Polish hospitals, which, due to lack
of mechanisms to allow supervision over the course
of the restructuring process and lack of sanctions for
abandoning a recovery program could not possibly
have proven effective in hindering the process of
incurring new liabilities.

FiNANCING HOSPITALS AS CAPITAL
COMPANIES. SELECTED FORMS

Regardless of the form of ownership, for all hospitals
the main source of financing their activities is the
money from contracts concluded with the National
Health Fund (NFZ). For non-public local government
hospitals, the contract with NFZ is also the basic
source of financing, yet a source of hospital resources
independent of NFZ and serving to improve their
financial standing may also be an extended scope

of the services provided - enriched with treatments
provided on a commercial basis, introducing
additional hotel fees, or contracting health benefits
with private insurers. At this point it is necessary
to bring up two themes. Firstly, financing “medical
activity” is only a part of the overall structure of
hospital costs. Secondly, besides obtaining capital,
financing in a broad sense includes also effectively
managing it from the point of view of the material
and financial processes conducted in hospitals. In
accordance with that definition, besides obtaining
capital, financing also includes everyday instructions
which lead to maintaining financial stability,
choosing methods to regulate expenditure, profitable
investment of free financial resources, and making
financial reports (Ickiewicz, 1993, p. 9). In view of
the above, it was assumed in this paper that financing
covers acquisition of capital in all its forms, i.e. both
material and monetary, while taking into account
the consequences of dividing the capital into own
resources and outside capital, in the context of the
activities of entities operating as capital companies.
With regard to the legal position of a capital provider
in a company, one can distinguish own financing or
debt financing. Both financing forms are available to
the restructured hospitals. They may not only organise
new issues of shares, but also issue debt securities,
or make use of bank loans. Own financing includes
financing with profit, contributions and shares. In
all these cases, the company receives additional
equity (increases the possessed capital) by payment
of contributions or shares, as well as resulting from
retaining some of the profit. Yet there is a difference
between the three sources of fund supply. It consists in
the fact that the obtained funds for own financing in
the form of contributions and equity (contributory)
financing are classified as external financing, and
profit is generated within the company. In that
connection, with external financing new rights and
obligations for shareholders and partners appear, and
if profit is retained in order to finance the company,
one talks of self-financing. Outside financing includes
financing with loans and funds accumulated in long-
term reserves.

The decision of choosing the financing method is not
only strategic from the point of view of the hospital’s
further development, but it is also connected with the
need to conduct many analyses and processes. One
of the ways of subsidising a capital company, such
as e.g. a limited liability company, may be making
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additional contributions. Partners are reluctant to
use that because the refunding procedure is slow. The
additional contributions are temporal contributions
of partners. They do not increase the shares of
partners, and thus they do not increase the company’s
share capital. The company’s own funds do increase,
however, which positively affects its financial
image. The amounts and time of making additional
contributions is decided at a shareholder meeting.
A resolution in this matter is adopted by an absolute
majority of votes (unless the articles of association
provide otherwise). The issue has been settled in
a radically different way than in the case of setting
additional contributions, which arises from the fact
that establishing the amount of surcharges and the
time of paying them does not increase the benefits of
partners but only clarifies their due date.

Another way of financing a company is increasing
the share capital. The solution is common and is
a universal formula for subsidising capital companies.
Essentially, the process consists in increasing the
nominal value of the capital, which is reflected in
increasing the nominal value of already existing shares
or issuing new ones. Increasing the share capital
may be done on the basis of the existing provisions
of the articles of association (simplified increase) or
by changing the articles (ordinary increase). To be
able to use the first way, relevant provisions must be
included in the articles of association. The maximum
amount of the increase and the time limit for it must
be indicated. It is vital that shareholders’ decisions to
increase the share capital in that way do not require
the form of a notarial deed to be valid. An important
part of the process of increasing capital is acquiring
new shares or their increased value. In the case of
ordinary increase, it is possible for existing or new
partners to acquire shares, whereas in the case of
simplified increase new shares can be acquired only
by current partners.

An alternative approach to financing the company is
a loan. As an institution of civil law, it is a primary
and at the same time a rather simple loan activity.
From the viewpoint of a hospital's (a company’s)
functioning, a loan may be an effective form to
subsidise its activity. If the loan is granted by
a company partner, it is necessary to pay attention
to the special stipulation of article 14 § 3 of the
Code of commercial companies® which states that

23 Act of 15" September 2000 - Commercial Companies Code
(Dz.U. of 2000, No. 94, item 1037 as amended).

the partner’s liability under the loan granted to the
company shall be considered his/her contribution to
the company in the case of announcing its bankruptcy
within 2 years from the date of concluding the
contract of loan. The above regulation provides some
restrictions on protecting a partner’s equity. Thus, the
provision should be taken into account particularly
by those partners who wish to subsidise the company
(the hospital) in order to avoid its bankruptcy.
A loan granted to a hospital (company) by
a shareholder is a common source of financing.
A loan from a partner is exempted from tax on civil
law activities, yet if a loan is granted by a partner who
is a VAT payer - regardless of whether the partner
grants loans within their activity - it may be subject
to VAT. For a Polish shareholder, granting a loan
(treated as a financial service) will be subject to VAT
exemption. A loan granted by a foreign shareholder
who is a VAT payer for a limited liability company
will, in turn, be settled as import of services with all
the tax consequences. In a situation when the loan
is remitted, the amount of remission constitutes
revenue for an ltd company, but in the case of interest
remission, the latter do not constitute tax-deductible
costs for an Itd company. The remitted interest may
be treated as gratuitous service being the borrower’s
revenue. If an Itd company is granted a loan intended
for investment-related purposes (e.g. purchasing
fixed assets or intangible and legal assets), the interest
charged by the date when the fixed asset or intangible
and legal assets are transferred for use increase their
the initial value and become a tax-deductible cost
through depreciation write-offs.
Mezzanine capital may constitute an innovative
and alternative source of financing a hospital’s
development, but one that will generate positive
future flows. In finance, mezzanine means a hybrid
financing form that contains elements of debt and
equity. The basic features of mezzanine are as follows:
1) likeregular debt, using mezzanine financing is interest-

bearing,

2) mezzanine capital may be charged upon assets of the
recipient company (it is usually, however, the security
is secondary to the security for a bank),

3) amezzanine agreement is similar in structure to a loan
agreement, but for mezzanine providers future cash
flows of the recipient company are of key importance,

4) interest is usually paid off at the beginning and the
capital itself is returned at the end of the funding
period in increasing instalments,
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5) the period of investment is usually 5 to 7 years.

Mezzanine capital is one of the types of private equity
- risk capital addressed to non-stock companies
at different stages of their development. Besides
mezzanine, private equity also includes venture
capital, financing management buyouts and other
types of financing. In the balance sheet of a hospital
which is a capital company, mezzanine capital will be
recorded as debt, despite the fact that it may give the
lender the right to ownership structure (to shares/
stock). Selected financing tools have been envisaged
for a mezzanine: subordinated loans with a warrant of
purchasing shares and bonds convertible into stock.
Mezzanine capital is very often treated by banks as
the borrower’s equity. Another mezzanine instrument
are bonds convertible into stock and bonds with
a warrant. In exchange for lower maintenance costs
of a current bond (lower value of a coupon/interest)
the issuer allows a share in the equity. In the case of
convertible bonds it means converting bonds into
shares, while in the case of bonds with a warrant it
is synonymous with purchasing shares at a specified
price. For investors, such a conversion into a share of
the equity is an important incentive when buying out
securities with a lower interest rate.

An interesting alternative for the financing forms
discussed above is equity from retained profit, which
presents the owners’ contribution into the growth of
hospital capital as a capital company. The size of the
capital thus gained is limited by the profit amount
and the amount of dividends paid. Equity from
the retained profit is not devoid of costs. Resigning
from current dividends, shareholders demand other
compensation, for example in the form of higher share
prices or higher dividends in the future. That way
of increasing equity is an alternative to issuing new
shares, and at the same time it allows the company’s
current shareholders and owners to maintain the
control they had so far over the company.

Venture capital investments are investments in
dynamic entities in early stages of their development
or those such as look for financing sources for further
dynamic development. Thus, they fit the convention
of hospitals operating as capital companies. Lack
of an extensive track record does not mean lack of
experience in conducting the business. An entity’s
stage of development results in higher investment risk
and, what follows, a higher rate of return expected on
investment that the potential investor will demand.
When considering a venture capital investment, the

potential investor bases the decision on three main
conditions. The basic one is the potential of a given
entity’s growth during the next few years. That
potential is understood as both potential of the target
market for the particular entity in terms of scope
and territory, and the internal potential of the given
entity. That means that the entity seeking venture
capital financing should be active in a highly dynamic
market which generates a constantly growing demand
due to fundamental (demographic) factors.

In the case of hospitals operating as capital
companies it is worth considering also private equity
investments which are investments in mature entities
seeking financing sources for further development
and market consolidation. An extensive track record
means it is possible to trace back the efficiency of
managing the hospital as a company. That situation
results in reduced investment risk and, what follows,
lower rate of return expected on investment that
a potential investor may demand. When considering
private equity investment, the potential investor
bases the decision on three main conditions. The
basic investment condition here is the potential of
a given entity’s growth during the next few years,
and its current market position and shares. An entity
which seeks private equity financing should be active
in an expansible market which generates a constantly
growing demand due to fundamental factors. From
the inside, in turn, such entities should have a high
degree of quality in terms of product and of the
business model. Furthermore, in the case of a private
equity type of investment, an important issue is also
the potential of market consolidation and thus getting
significant competitive advantage and synergy effects.
Gaining a strategic investor and acquiring financing
from that group of entities is a process in which,
apart from obtaining funds, a company (a hospital or
a group of hospitals) also aims at taking advantage
of the potential synergies resulting from the merger
of entities (hospitals) and improving the competitive
positionresulting from economies of scale. The process
can be carried out both with mature companies,
which have a well-established market position, and
hospitals which are developing companies, and
among ones that have a strong position in a market
niche, advantageous infrastructure and/or unique
know-how. In the former case, the investment
premise is to improve the competitive position,
broaden the market and use the potential synergies.
In the latter case, the investment premise is to use
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the development potential and unique knowledge
of the entity. The risk level connected with merger
and takeover processes depends both on whether
full control over the intercepted entity is taken over,
and on the differences in the organizational culture of
both entities, and finally also on the business model
describing the acquired/merged entities.

Private issue of shares is a process in which hospitals
operating as capital companies gain funds for
development and achieving critical mass, or during
which a new partner is allowed in the company.
However, private issue is usually a stage preceding
public issue, and for that reason it often takes a form
of a pre-IPO*. Companies which decide on private
issue usually have a few years of history behind them,
and a track record documenting their experience in
their field of business, which allows them to quickly
build foundations for public issue. That situation
results in investors perceiving the risks of investment
in such companies as being close to the risk in private
equity investments. The basic investment premise
when planning private issues is the potential of
a given entity’s growth during the next few years,
achieved both by developing productive capacity and
by market consolidation. A vital question here is also
the potential to optimise costs which results from
extending the scale of activity, and margin growth
resulting from improving the competitive position.
The stability of the generated cash flows from
operational activities is also considered when making
investment decisions. Just as it is with other methods
of obtaining equity financing, here a strong equity
story, as well as the competitive edge of the entity, are
key factors determining whether it is possible to use
that source of financial support for capital companies.
Issuing high-yield bonds is a way of obtaining
financing that is characteristic for entities which are
not in a very good financial condition, or entities
seeking to finance a high-risk venture. Instruments
of that type are often used to obtain financing for
restructuring ventures or for takeover of other entities.
Due to the increased risk of such investment ventures,
essential are the questions of the level of security of
the issuer as well as evaluating the feasibility of the
venture to which the funding is to be allocated. The
latter issue is particularly important in view of the

24 A pre-IPO is a private offer preceding the first public offer,
aimed at obtaining funds providing a way to build a hospital’s
potential and adjust the hospital as a capital company to the
requirements related with conducting an IPO.

fact that entities obtaining such financing often do
not have a sufficient security level, or the security
and its valuation do not meet sufficient quality
requirements. An undeniable advantage of that form
of financing, besides competitive financial costs as
compared to other paths, is definitely a high degree of
predictability for the period for which the financing
is obtained. It also happens that such bonds take the
form of convertible bonds, which is connected with
the possibility to convert them into shares.

A loan and obtaining financing on its basis serve to
intensify investment activities, sales or marketing of
an entity. It also often allows them to release some of
the entity’s own resources, which in turn allows for
accomplishing new (other) ventures. However, one
ought to remember that it is an instrument which
requires an entity to have high creditworthiness and
a security set accepted by the entity which provides
the financing. There are many parameters which
decide how the instrument will be qualified and
determine its usefulness for an entity conducting
business activity. The basic ones include credit value,
credit period and cost of the credit. Yet to fully
assess the usefulness of the instrument, one should
analyze the overall lending conditions occurring in
a particular case. Thus, when considering the value of
the granted loan, it is necessary to examine not only
the overall amount of the credit or the value of the
available credit line, but also how the way of accessing
resources is adjusted to the needs of the entity, and
the conditions which must be met in order to obtain
the possibility of using particular tranches of the
obtained funds. Essentially, there are three basic
ways of making the obtained funds accessible to the
entity. The first one is transferring them all at once,
the second is payment in tranches, and the third is
a flexible credit line. In many cases, credit agreements
contain a number of exemptions which pose a risk for
the continuity of payment if the granted funds are to
be paid in tranches. That risk can also be understood
as the risk of maintaining original credit conditions if
external conditions or indicators inside the entity (i.e.
the hospital) change.

Finance lease is a popular form of financing the
purchase of assets by business entities, yet it is not
as popular as an operating lease. Such a situation is
mainly caused by the amount of the required own
contribution connected with the first instalment and
distributing tax deductions over time. Globally, it
must be concluded that the instrument of lease
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allows entities to access the assets without having to
pay high expenses connected with their acquisition
all at one time. The tax aspect should be considered
the main criterion for qualifying a lease. A lease is
an instrument based on future operational flows
from the conducted activity, and not on currently
possessed financial resources. Thus, it quickly gains
in importance and popularity among both entities
which do not have significant financial resources,
and entities wishing to increase their tax deductions
in a current period or ones which do not want to
encumber their balance sheet. In the case of finance
lease, the main qualifying features include placing
depreciation deductions on the side of the lessee
in whose balance sheet the lease-financed asset is
included. Another factor that is typical of a finance
lease is the fact that the lessee includes only the
interest part of the lease instalment and depreciation
in tax-deductible costs. An operating lease is the
most popular form of the instrument. That is due
to both lower capital requirements connected with
the amount of the first instalment, which, unlike
in a finance lease, does not include the whole VAT,
and also due to a greater degree of tax deductions in
the first period of the lease agreement. A distinctive
feature of that type of lease is including an asset
among the assets of the lessor who makes depreciation
deductions. The lessee’s tax-deductible costs include
both the capital part and the interest part of a lease
instalment. Leaseback is a special lease form in which
the entity which owns the assets sells them to the
lessor and then signs a lease agreement with it on
that asset. Also, that form of lease most often takes
the form of an operating lease. The instrument is used
mainly to increase liquidity of an entity which does
not want to freeze funds in fixed assets, or which,
for various reasons, cannot obtain funds from other
sources, such as a bank loan. That very interesting
instrument generates many benefits for the lessee-
entity because it helps it fully exploit the potential
of its fixed assets. At the same time, the instrument
helps to better manage the company and its medium-
term liquidity, and optimize a company with a view
to taxes.

Pros AND CONS OF FINANCING
A HosPITAL WITH OWN AND OUTSIDE
RESOURCES

Both own and outside resources have their advantages
and disadvantages as a source of financing assets of an

enterprise (company). The main advantages of own
resources are as follows:
1) they are a stable financing source for the company’s

activities,

2) obtaining them does not involve compulsory interest,
as it is in the case of a credit or a loan,

3) they help increase the liquidity of the company,
4) they provide a reliable warranty basis for creditors,

5) capital engaged for an indefinite period is the basis for
creating ownership relations, which give the right to
participate in profits.

The main disadvantage of own resources is the fact
that they do not always bring benefits, especially
when the company has losses. In capital companies,
participation in financing losses is limited to the
contribution amount or the value of the shares held.
What is important, however, is the fact that losses
diminish own resources. Moreover, if the enterprise
is bankrupt and liquidated, the owners’ claims are
satisfied after paying liabilities to various creditors.
Therefore, own resources are much less flexible as
compared to outside resources. Other disadvantages
of own resources are also:

1) high cost of acquiring and managing them,

2) their relatively limited amount,

3) payments of profits for the owners, which do not
constitute a financial cost.
Outside capital has a number of advantages, which
include among others:
1) flexibility in funding (own resources lack this feature),

2) the capacity to undertake and implement projects
which exceed the company’s financial capacity,

3) the possibility to lower the tax burden and increase
share capital profitability,

4) no voting rights of a creditor (usually) in making
decisions in the enterprise,
5) providing the possibility to create the optimal capital

structure in the company.

Outside capital, however, is not devoid of defects.
Using that financing source should therefore be
corrected for the potential drawbacks following its
application. Negative effects of involving outside
capital consist mainly in the following:

1) it is at the enterprise’s (company’s) disposal for

a limited time, after which it must be returned,

2) creditors have the right to interest,
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3) obtaining outside capital often requires security or
warranty,

4) during an inflationary period, creditors may demand
additional warranties to ensure the real value of the
borrowed capital,

5) risk and cost of outside capital usually grow together
with the debt of the enterprise,

6) ahigh degree of debt may even lead to granting certain
powers to creditors,

7) in the case of the enterprise’s liquidation, creditors are
paid before the owners.

In practice, most companies use outside capital to
cover their current and developmental expenses. In
financially stable companies, paying some liabilities
is connected with incurring others. Therefore,
a company which has the required creditworthiness
and sufficient financial liquidity, and is considered
a reliable debtor, should not have problems obtaining
outside capital. In such a situation, outside capital
is a convenient financing source and therefore
usually occurs in the balance sheet of a company as
a constant. Only its amount and structure change, e.g.
due to the possibility to refinance loans accordingly
to the financial needs and investment plans.

An important feature of outside capital is also the fact
that, despite lack of its own resources, the company
may undertake activities on wider scale. Involving
outside capital may be beneficial also in terms of
the tax burden. If the interest on outside capital is
included in tax-deductible costs, then reducing the
tax base reduces also the amount of income tax. The
situation is completely different when the activity
is funded with own resources. The owner of the
contributed capital does not receive interest, but
participates in the profit. If the profit share is treated
as a payment (cost) for the contributed capital, the
payment is taxable under income tax charges on the
profit. Finally, outside capital also contributes to using
what is called the financial (economic) leverage effect,
and its positive effect means the same as increasing
profitability (cost-effectiveness) of own resources as
a result of involving outside capital.

CONCLUSIONS

Assessment of the financial situation of the healthcare
sector in Poland shows that hospitals constantly get
into debt. That results from their costs not being
balanced with revenues (Golinowska, 2008). In fact,
public entities of the healthcare sector substantially

give credit for NFZ and the public system of healthcare
services. This stems primarily from shifting the
consequences of imbalance of the system’s revenues
and costs of medical services onto public hospitals.
That solution, while protecting NFZ against debt,
directly affects service providers. In addition, if an
SPZOZ generates losses, local governments guarantee
loan pay-off to hospitals, provide non-refundable
loans or remit their payment. That causes further
increase of the debt of the local public finance sector
and escalation of debt servicing costs. Adding to that
the fact that independent public healthcare centres
belong to PFS, and so they are entities whose priority
is not economic profit but meeting the collective
needs of society — a loss should be considered a fully
predictable result of providing healthcare services in
that organizational form. In the present state of law,
local government units as establishing bodies have
limited scope of intervening within SPZOZ financial
management. The influence of self-government
authorities on their operation is in principle limited
to intervening at a stage when the liquidity of the
units is at risk. That fact provides a determinant for
transforming hospitals into capital companies joining
the current lack of possibilities of direct intervention
of LGUs into activities of SPZOZs with the necessity
of independent (i.e. excluding direct support from
LGUs) financial management. Thus the company’s
form requires shifting responsibility for the shape of
the financial management onto the hospital, lifting
the risk of financial burden to the funding entities,
including in particular LGUs.

Transforming SPZOZs into commercial companies
should result in more favourable employment
parameters, the number of services provided,
greater spending on preventative care and health
promotion. Yet one cannot talk of simply transferring
the management methods from the private sector to
“newly formed” non-public hospitals - even though
their founding body is public. That stems from the
fact that, from the financial point of view, the newly
formed company is a specific constitutional form
(e.g. that of local government) of an entity providing
healthcare services, and thus it does not lose its public
nature. As a result, it should be stressed that a thus
originated entity in this way is not entirely subject to
sectoral regulations. That, in turn, means that new
regulations concerning financing such entities by the
founding bodies, including e.g. local governments
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are by all means desirable in that area (Grzeskiewicz,
2011, p. 89).

Yet at the same time, transforming hospitals into
companies is inevitable. It is shown e.g. by the fact
that overdue liabilities of hospitals increased just in
2011 to alevel of almost 3 billion zlotys. Restructuring
hospitals brings more and more money to private
companies. The largest of them earned over 42 million
zlotys in the previous year alone®. Private hospitals
functioning in Poland do not have problems obtaining
funds. Banks generally do not refuse to support them
when they apply for funds for investments. State
hospitals do not have such possibilities. Banks do
not want to finance indebted hospitals, and if the
establishing entity cannot support them, they are left
to their own means. So private companies, specialized
in providing such assistance, become their hope.

On 1st July 2011, the Act of 15th April 2011 on
medical activity entered into force. It introduced big
changes e.g. in the functioning of hospitals, ways of
establishing and financing them. On the same day,
the Act of 30th August 1991 on healthcare centres
became invalid.The Act provides for the possibility to
transform an SPZOZ into a commercial company. In
the previous legal status, “transformation” was done
by liquidating the SPZOZ and founding a commercial
company in place of the liquidated centre.

25 Ministry of Health, www.mz.gov.pl.

For hospitals which obtained resources from EU
funds, that “transformation” gave rise to significant
concerns from the viewpoint of maintaining the rule
of project sustainability. As expected, the Act does not
assume the conversion of SPZOZs into companies to
be compulsory, yet the local governments which do
not transform the hospitals, will have to cover their
losses within 3 months of the deadline for financial
statement approval. If they fail to comply with that
duty, being the leading bodies (owners), the LGUs
will be forced to transform hospitals into capital
companies or budgetary units, or to liquidate them,
within one year. That, in turn, may cause the optional
nature of the transformation to actually prove
fictitious. Moreover, the new Act introduces many
controversial solutions, which include e.g. imposing
just one way of transforming the SPZOZs regardless
of whether they are hospitals or open healthcare
facilities. The changes introduced by the Act do not
resolve the gist of the matter, as the main source of
revenue for hospitals are still the resources from
contracts concluded with NFZ while the mode and
principles of functioning of the inefficient NFZ have
been left unresolved.
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