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Elitesand Agency in Institutional Change:

The Case of Health Care Reform

Christian Hederer

Federal Ministry of Economics and Labour, Viennastia
Faculty of Management and Economics
Witten/Herdecke University, Witten, Germany
Email: chhederer@googlemail.com

ABSTRACT

Over the last decades, health care reform hasdeentral concern of eco-
nomic policy makers around the globe. It is theref® particularly interest-
ing example for the application, and further depetent, of theoretical ap-
proaches to institutional change. Based on a bxiefview of the literature
concerned with such applications, the paper shdwas & differentiated

analysis of agency in health care reform, and iniqdar elite decision

making and its determinants, is relatively undesatigyed compared to dif-
ferent strands of more structure-oriented appraadideing examples from
the comparative literature, some avenues are edtlalong which such an
analysis could proceed.



1. Introduction

Health care reform has been an important part oh@mic policy agendae for decades in many
countries around the globe. At a first glance,libsic concerns and perceived challenges are in-
ternationally quite similar; very roughly, two gmm of problems can be distinguished. First,
there are concerns with cost and efficiency, famegle rising shares of health spending in public
budgets and of GDP, inefficient organisation and/@ese incentives, and the insufficient respon-
siveness of health care systems to changes in&eyneters of their environment, such as tech-
nological progress, the demographic compositiothefpopulation, and levels of subjective con-
sciousness and preferences for physical well-bé&egond, the discussion on health care reform
has a strong component of equity and social jusgog as concerns the extent to which the
population is to be covered by health insurancepeddently of income, the access to high-cost
treatment, and the relation between inequality imedeased competition (between providers as
well as insurers). Taking a closer look, howevieguickly becomes clear that within this general
setting, specific problems have been emphasiseddaatf with in very different ways across
geographical space as well as time. For exampéegtlestion of universal compulsory health
insurance has been a key topic in the United Statdsa host of Latin American countries up to
today, while in other countries where universalltmeasurance is, at least in principle, estab-
lished, cost efficiency considerations have beeshrmmore prominent. At the same time, while
certain instances of international transfer of tieehre institutions certainly exist (e.g. the bsta
lishment of structures broadly similar to the BiitiNational Health Service in Southern Euro-
pean (Spain, Portugal, Italy, Greece) countriesth@ 1970s, or the transfer of the Ger-
man/Bismarckian system to Eastern Europe (e.g CReglublic, Hungary) after 1989), it would
certainly be inappropriate to speak of a generahvergence" of health care systems around the

world or even in Europe.

Due to its economic significance, health systent lagalth reform has been subject to various
investigations in different disciplines such asremuics, public policy, organizational studies,
and epidemiology. Well up to the 1990s, howeversasgeral authors recognized (e.g. Reich
1995, Walt/Gilson 1994), this literature primaritgd a normative and technical bent, with stud-
ies concentrating on questions such as how to el¢fiea health status of a population and meas-
ure it in an internationally comparable way, howotimally design different components of the

system, and, in the particular case of developmgntries, how to build up human capital to run
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the system and to channel and condition aid intibet effective manner. What remained under-
emphasised is that health reform is by its natupmldical process, substantially affecting not
only general welfare and public budgets but alsorédative positions of interest groups. There-
fore, it is normally not useful to regard changehealth care systems as a necessary, and theo-
retically unambiguous, consequence of exogenousigngproblems; rather, it has to be seen
endogenously as a process in which problems armiped "solutions” are formulated and sub-
ject to complex filtering and negotiation processethe context of multi-level institutional struc-

tures.

The "political economy of health reform” and itspl@mentation, while still clearly underempha-
sised in neoclassically-inspired health econonties, attracted increasing interest in the socio-
logical and political science literature. This l@&re by now features a considerable number of
descriptive country specific studies and thereadse several attempts to systematically compare
the evolution of reform in different countries wiedgvels of economic and social development
are roughly equal. In addition, there is a smdlterature on health care reforms in developing
and transitional countries (esp. in Latin Americal &astern Europe). As will be shown, the
thrust of this literature focusses on a comparatinalysis of structural conditions such as the
institutional features of the legislative processhe influence of interest groups or public opin-
ion in the formation of health policies. What teriddbe underemphasised is the role of agency,
and in particular, of characteristics of politiedites and the concrete features of elite decision
making in the evolution of health systems. Relatmthe evolutionary theory of economic policy
(e.g. Meier / Slembeck 1998, Herrmann-Pillath 20@His paper argues that by insufficiently
regarding the role of agency, a central sourcevafidtion” in international health care systems
remains underinvestigated. At the same time, gillahexternal pressures on health care systems
often exhibit similar patterns, a better analysignternational variation is crucial in understand-
ing the adaptive efficiency and viability of difeart structural features in a dynamic perspective.

The paper is organized in two main parts. The pest outlines the main existing theoretical ap-
proaches to the comparative analysis of health doem and gives several examples for their
application in the literature. Drawing on this, th&cond part argues that both on the theoretical
and empirical level, these accounts pay insuffetention to the agency element in institutional
change, in particular the role of political elites\d substantiates these points by several exam-
ples. In conclusion, some possible directions tfriresearch are suggested.
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2. Theory and Application in the Comparative Analysis of Health Care Reform: a Short
Survey

2.1 Interest Groups, Rational Choice I nstitutionalism, and the State

A long-established approach to the analysis ofthezdre reforms is the focus on interest groups
and their relative power in bargaining for instibmial change. Since resources to influence the
political arena are by principle unequally disttéx, there is ample opportunity for well-
endowed particularistic groups to block change efenhwere clearly welfare enhancing and
therefore democratically "legitimate” in a genesahse. In a foundational study in this line of
thinking, Alford (1975) introduces the notion oftrisctural interests”, which are interests served
or not served (and in consequence, "dominant” eprassed") by the way they fit into the basic
logic and principles by which the institutions ofaciety operate (Alford 1975, 14). A standard
example for a dominant structural interest is ghefessional monopoly" of medical experts (e.g.
doctors, researchers); a combination of specialaet costly-to-acquire knowledge and a high
(albeit in tendency declining) level of prestigeldegitimacy in public perception usually renders
the bargaining position of medical associationsrgjr For example, medical associations suc-
cessfully blocked or diluted the introduction ofiwersal national health insurance in several
countries such as Switzerland (Immergut 1992) erUhited States (Steinmo 1995). Tradition-
ally, doctors tend to view national insurance paogmes as a threat to their professional inde-
pendence; for while those programmes expand th&enh&r medical care by using collective
resources to pay for medical services, they implyng) incentives for governments to control the
incomes and activities of doctors (Immergut 1992f.h

Of course, there are many other interest groupsoagahizations that can influence policy out-
comes. For example, the degree of unionizationbeaan important counterweight to efforts to
block the introduction of national health insurand@tonomous sickness funds have regularly
posed as important obstacles to political intergtiaiming at a stronger unification of health in-
surance (see e.g. Dohler/Manow 1995 for the cageenmany, Gonzalez-Rossetti 2000 for the
case of Chile). Pharmaceutical companies have @émfjubeen antagonists to cost reduction ef-
forts (e.g. Reich 1994). Taking a more generalgetive on interest groups, it is clear that the
relative positions of political parties in certgeriods have frequently played an important role

for the speed and direction of health care refarm. (Wilsford 1994a for Germany).



Following a wave of theoretical work on the automas role of the state for institutional devel-
opment (Evans et al. 1985), scholarly attentiondias been turned to relating the direction and
scope of health care reforms to the extent to wthehstate (that is, politicians and the bureauc-
racy) can insulate itself from the influence oftpardaristic interest groups in the pursuit of re-
form. For example, David Wilsford (1994b) suggdbtst in countries with a good record in re-
straining the growth of health care expendituregemontinuing to provide ready access to rela-
tively high-quality care, politicians have been garably successful in increasing state auton-
omy in the formulation of health care policies gaiast particularistic interests (his examples are
Germany, Japan, Canada, and Great Britain). Anitapbgeneral point here is that the state can
actively change the terms through which policy oates are collectively decided, sometimes
even against entrenched interests, as long asotioy pnperatives are fairly powerful. Sufficient
fiscal pressure can therefore be instrumental ducig the relative influence of interest groups

in health care reform.

A theoretical complement to traditional interestigy based theories is rational choice institu-
tionalism, which offers an analysis of decision mgkamong interdependent actors as an appli-
cation of game theory. Actors are assumed to dexey preferences and maximize utility subject
to the rational evaluation of their counterparesiction, where the game’s structure is determined
by the institutional framework (Oliver/Mossialos @) Ovseiko 2003). Institutions tend to be
seen as voluntary devices for overcoming collecégton dilemmas, ideally leading health care
systems towards more "efficient" results. The ralochoice approach is somewhat implicit in
many analyses of health care reforms (comp. OMessialos 2005, 15 ff), but explicit applica-

tions of game theory to actual decision makingeaalth care reform appear to be rare.
2.2 Historical Institutionalism, Path Dependency, and Non-Incremental Reform

A causal relationship between the power of integestips, eventually including the role of the
state, and the evolution of health care reform iesph given structure of institutions which allow
to channel and express interests in specific wAysystematic analysis of these institutions is
needed because in a comparative perspective, the and relative resource endowments, of
interest groups can be fairly similar whereas potiatcomes are radically different. In the con-
text of health care reform, this point was forclfuhade by Ellen Immergut (1992), who pro-
vided a systematic investigation into the politidsnational health insurance in Sweden, France,

and Switzerland. As she shows, health systemsdsetitountries developed divergently from
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quite similar starting points: In Switzerland, &l health insurance was rejected and the role of
government is limited to providing subsidies tovpte insurance; in France, the government suc-
ceeded in introducing national health insurancerbgtlates the medical profession only in a
very limited way; Sweden introduced a strongly abezed health system, featuring a de facto
national health service that provides medical et directly to citizens through publicly em-
ployed doctors working in public hospitals. Puttihg focus purely on interest groups, these pol-
icy outcomes would have to bear at least partsgmélance to differences in the aims and rela-
tive positions of medical associations in the reipe countries. That, however, is empirically
not the case: the reservations of medical profass{esp. elite private practitioners) against an
expansion of government in the health insurance amre virtually identical in all three coun-
tries, and rankings in terms of doctors’ monopobyvpr and organisational strength before the
inception of reforms (in the 1950ies) do not cqoew to reform outcomes seen as of today. In
Immergut’s account, then, the crucial determinanthie institutionally determined structure of
"veto points" and the ability of professional irgsts to use these points for their purposes. In
Switzerland, a central veto point is the populderendum, which can be instigated comparably
easily; based on the observation that the prolbgltiiat a legislative proposal is defeated is con-
siderably larger than that of acceptance, evenlgmnalessional associations were able to suc-
cessfully block substantial change. In France,tduenstable coalitions and a lack of party disci-
pline, the parliament (Assemblée Nationale) offbarth Republic offered substantial opportuni-
ties for interest group influence; only when the&xtive resorted to constitutional change in or-
der to circumvent the parliamentary veto point ddutalth legislation be enacted. By contrast, in
Sweden the political executive could count on denis being routinely confirmed by the parlia-
ment, a remnant of institutional structures esshigll to conserve the power of the monarchy and
the Conservative Party during the transition to deracy; this gave doctors’ associations virtu-

ally no possibility to effectively block change.

Another prominent example for an institutionalisabysis of health care reform is Steinmo/Watts
(1995), who try to identify the key determinantstted failure of comprehensive health reform in
the United States under President Clinton (1994g drgument here is again that neither an in-
terest group-based analysis nor a focus on pdlitidéure (see below) can provide a convincing
explanation of the policy outcome. Instead, it isiéican political institutions that are biased

against this kind of reform: analysing a long rofnatiempts to introduce national health insur-



ance since President Roosevelt, Steinmo and Watiw $hat the substantial competencies of
Congress vis-a-vis legislative proposals of thesident, the enormous power wielded by con-
gressional committees, and the lack of internatypdiscipline especially amongst Democrats
(combined with strongly federalist party structQredfered ample opportunities for well-

endowed interest groups to block or dilute legrgéathange.

Historical institutionalism, then, to which the twatlined studies subscribe, can be described as
an attempt to illuminate how political strugglee anediated by the institutional setting in which
they take place (Thelen/Steinmo 1992, 2; theiramotf institutions includes informal norms and
conventions). In other words, the underlying assiongs that "the institutional organization of
the [respective] political economy is the predominfactor in structuring the outcomes of group
conflict, with the state serving as a non-neutrakbr of competing interests" (Oliver/Mossialos
2005, 10).

The perspective that policy is pushed along pderquaths by institutions that individuals mostly
have to work within, without being able to choolsem, of course bears close resemblance to the
economic notion of path dependency (e.g. David 19&kermann 2001), a theoretical connec-
tion that was first explicitly applied to the hdalteform realm by David Wilsford (1994). Ac-
cording to Wilsford, path dependency is a centhalotetical instrument to explain the incre-
mental character of most health system reformsledd, in some countries, such as in Scandina-
via, this incremental character has been unbro&eddcades (Evans 2005, 281). But to account
for the full range of health policy paths empirlgabbserved, this analysis has to be comple-
mented by an account of sudden, radical changeb: ghanges will happen when, in a situation
deemed "conjuncture”, a set of exceptional circanmsts concur into a novel, singular combina-
tion that ultimately channels the chain of polioyeets onto a new path. Wilsford sees such a
conjuncture, for example, in health minister Seehsf1993 reforms in Germany: there, the con-
text of a world-wide recession and the explosioithef costs related to German unification con-
curred with a strong majority of the ruling coalitiin the German Bundestag (national parlia-
ment) and the willingness of the opposing SocianDerats in the Bundesrat (federal chamber)
to decide partly against the articulated intere$tdoctors’ associations and the pharmaceutical
industry. A similiar conjuncture occured in Franoel984, when a major reform of hospital fi-
nancing was put in place: again, it was the contéxecession cum budgetary crisis combined
with a clear parliamentary majority that allowea tystem to be pushed onto a new path and to
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achieve its cost containment objectives at leasthe medium run (Wilsford 1994; Ro-
chaix/Wilsford 2005). Another example is the Thatchealth reforms in 1991 that fundamen-
tally transformed the British National Health Servifollowing a "managed competition®-
concept. Here, it becomes clear that the probattiday conjunctures occur is itself not exogenous
but itself depends on key features of the insttl structure: the winner takes all electoral sys-
tem as well as the highly centralized decision mgldtructure in the British health sector clearly
were necessary conditions for radical Thatchetigeegeform (Wilsford 1994; see also Tuohy
1999 and Bevan/Robinson 2005).

While all these conjuctures happened in an ingtital environment whose basic building blocks
remained unchanged, there are also cases in wadibat reform in health systems coincides
with, or closely follows, fundamental breaks in tjEneral political-institutional environment. A
clear example for this are health reforms in sorastén European countries after 1989 (e.g. the
Czech Republic, see Vyborna 1995), which broughtralamental shift from Semashko-style
central command systems to a combination of Biski@ncelements with "marketization” meas-
ures (Marée/Groenewegen 1997; Nemec/Kolisnicherl@6R2 Another example are the health
reforms in Spain and Portugal after the politiGdime changes in the 1970s that transformed
highly fragmented systems of provision and insueaimto unified structures following (at least
initially) the example of the British NHS (althougmplementation in Portugal remained only
partial; Guillén 2002).

However, even conjunctures and "path changes" ¢auiieve complete independence of previ-
ous events, therefore keeping the notion of pagiedeéency fundamentally valid despite the fact
that the range of speeds of institutional evolui®rery broad. This argument is of course well-
known from the economics of transformation, whére institutional-evolutionary approach that
fundamentally doubted the effectiveness of "bigdjestyle reform has proven its empirical va-
lidity quite clearly (Roland 2000). Indeed, the gmal criticism that economic liberalization in
Eastern Europe too often proceeded without payirficgent attention to an appropriate institu-
tional framework also applies to the health seabteast for some countries. As Belli 2001 and
Nemec/Kolisnichenko 2006 (to take but two exampégle, the institutional demands (in both
formal and informal terms) of introducing elemenfs"managed competition" have been se-
verely underestimated and insufficient attentiors vpayed to adapting Western best practice

models to local circumstances. At the same timé remarkable that health reforms in some
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former Communist countries (Czech Republic, Sloaakiungary) took up elements that existed
already before World War 1l (the Bismarckian systentegacy of the Austro-Hungarian monar-

chy; Marée/Groenewegen 1997).

The general point, of course, extends well beydmdBastern European case: as Robert Evans
(2005), in his commentary on a collection of agscbn the evolution of health care reforms in 11
(Western) European countries, argues, in the coofseform, "the fundamental institutional
forms and relationships specific to each countnydtéo be conserved ... but these forms are
adapted and modified to a greater or lesser degregpport the objectives at each phase" (Evans
2005, 280). An example is the French system: wRiehaix/Wilsford (2005) acknowledge the
radical 1984 change in the hospital sector, thesstthe continuity of the French "state centered
policy network", with an established constellationthe Ministry of Health, hospitals, munici-
palities, and medical unions normally working t@yent deeper reform (as exemplified for the
case of ambulatory reform by Rochaix/Wilsford 2008)a similiar vein, as e.g. Déhler/Manow
(1995) and Altenstetter/Busse (2005) argue, th&d&eereform in Germany neither changed the
entrenched power of self-governing bodies suchdseass funds and provider associations, nor
did it impact on the power of regional governmeaggginst which at least so far no reform had
been possible. The British case, in turn, shows éh&renched informal institutions can have a
significant dilution effect on radical reforms iarfnal structures: for example, Touhy (1999a,b)
argues that the established mixture of hierarctaaal collegial networks in the National Health
Service, although not necessarily opposing thedhiction of reforms to any strenuous degree,
tempered the impact of the internal market refobesause, among other factors, the lines of
accountability in the state sector, which suggesied the government would be held directly
responsible for any hospital closures, remainetlaily unchanged. More generally, it has been
suggested that the workability of competition wailvays tend to be problematic in a policy area
in which an ethos of cooperation — as opposed pieraeption that there will be competitively
driven winners and losers — is key (Oliver/Mosssa®®05, 18). Incomplete implementation can
of course be a problem on the level of politicatidion already, e.g if an encompassing reform
is formulated as a sequential package whose enatigets stuck, as the example of Portugal
shows (Guillen 2002, 53 ff).



2.3 Sociological Institutionalism

Depending on the general viewpoint as well as geeific application, sociological institutional-
ism can be regarded as an extension or anatogdnignistorical institutionalism in that it fo-
cusses on culture, and individual identity and-seHge, as crucial determinants of institutional
change (Oliver/Mossialos 2005, 19 ff). The basiotention on the micro level is that individuals
will act as social conventions specify because gemk to define their identity in socially accept-
able ways. On the macro level, policy and instodl reforms will only occur if they rest on
socially legitimate, stable beliefs and values timaturn are important parts of nation-specific
"cultures”. This implies a partly new perspectivetbe durability of institutions and the frequent
incrementality of institutional change: on the drand, the stress on the relative persistence on
non-codified patterns of behavior bears resemblaodde path dependency approach and the
significance of informal institutions; on the othend, the notions of belief, values, and identity
are clearly of an intrinsic nature and thereforebggond the role of extrinsic, if informal norms

and frequency-dependent phenomena.

The sociological-institutionalist perspective haei explicitly or implicitly applied to various

case studies in health reform. Roughly, two apgreacan be distinguished. One approach fo-
cusses on the mental models and self-understandingtites and decision makers. This ap-
proach has been used by the older "Weberian" fitezathat treated elite perceptions as part of

the relation between states’ "administrative cagadto institute reforms and the scope and pace
of these reforms (Jacobs 1993). A more recent ekamDohler and Manow’s account of the
evolution of health reform in (Western) Germany,ewhthe comparative structural stability of
German health care institutions is, among othetofacexplained by elite consensus about cen-
tral basic elements that the system should resaich as self-governance, solidarity, absence of
direct payment in the patient-doctor-relationskapd the differentiation among sickness funds

(Dohler/Manow 1995, 157 f).

The second approach takes a more explicit "culsitgderspective, where culture is treated as a

representation of socially shared meanings proddicad the interactions of ordinary people

(Jacobs 1993, 7; my emphasis); that is, understigadand preferences of the mass public are

assumed to eventually translate into an impetuséaith policy reform. Providing the most so-

phisticated study in this line of thinking, Jacalmsnpares the evolution of health care reform in

the US and Great Britian between 1930 and 196@riaghthat includes the establishment of the
10



British NHS (1945) and of the Medicare and Medigaidgrammes in the United States (1965).
Jacobs’ contention is that the single most imparéaplanatory variable for the enactment and
timing of these reforms is public opinion and iesgeption by policy makers, which became pro-
gressively institutionalised in both countries fréme 1930s. Administrative capacity, the relative
autonomy of the state against interest groups.tlaagbrioritisation of different reform issues all
become endogenous variables explained by the bpthat political and administrative decision
makers enjoyed from public opinion. Given this,réhevas a profound difference between the
British public, which had subsequently become familvith the strong role of a benevolent state
especially in the health sector, and the Americag, avhere a deep-seated scepticism about state
intervention in general combined with a certairklat clarity as to where the direction of reform
(that was consensually perceived as necessary)dsigou— which explains the very different
character of NHS and Medicaid/Medicaid that resuftem the respective reforms. Another ex-
ample close to this line of thinking is Saltman @&®tgman’s (2005) account of Swedish health
reforms (Oliver/Mossialos 2005, 20 f). Taking atatdl-anthropological perspective, Saltman
and Bergman argue that the institutional factordhedlth sector development in Sweden are
themselves the result of deep-seated cultural @tiens. Despite some profound changes over
the last 50 years (such as the enlargement ofrpati®ice in the 1990s), the basic values of se-
curity and equality remained uncontested while iaes of cost containment never reached the
status in political debate that they obtained,eikample, in Britain (see for this point also Jacobs
1998). The cultural-anthropological perspective miglso explain why, despite contrary inten-
tions, health care reforms in Mediterranean Euiopgbe 1970s and 1980s did not attain univer-
sal health insurance coverage for the entire pdiputathese societies had traditionally been
dominated by strong social cleavages and partisti@mattitutes that were, if anything, aggra-
vated in periods of political turmoil and (parti§ictatorship. Contrary to Scandinavian countries,
and Germany and Austria, Mediterranean countriesetbre had not developed a solidaric, "uni-

versalistic" social ethos that is an important pretition for comprehensive coverage.
2.4 Policy Learning and Policy Transfer

All approaches outlined so far have mainly con@att onnational characteristics as explan-
anda for different (and similar) paths of healtheceeform. Given increased economic interde-
pendence and density of communication, howeves,qtite straightforward to look at factors of

international "policy learning”, and policy transfas well. While the (economic) literature has
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partly taken a normative stance on policy learrand "experimentalism”, the focus here is on
the positive side, looking at the extent to whiokernational policy transfers have shaped the

evolution of health care systems.

The role of external factors in policy formulatiamd implementation is clearly significant in
developing countries. Institutions and donor agena@uch as the World Bank and the World
Health Organization have been highly active in agineg their advice to client countries in the
process of reform. Their influence is visible ergthe introduction of managed competition, de-
centralization, and the reorganisation of Natidvalistries of Health (Cassels 1995). As in other
policy areas, the concepts developed have often tx#cized for taking a "one size fits all" ap-
proach, neglecting different stages of institutlasevelopment and the political economy of re-
form in the respective countries. Whereas the agbrof international organizations to health
reform was in fact predominantly technical up te #990s, more recently an increasing aware-
ness for the implementation and realization of maftvas taken shape (see e.g. Walt/Gill 1994,
Reich 1995) and there have been attempts to syStathaincorporate these factors into policy
recommendations, especially in the context of refm Latin America (see e.g. Glassman et al.
1999 for the case of the Dominican Republic). N#hadess, analogously to what has been shown
for other policy areas in the phase of "structadjlustment” in the 1980s, the implementation of
reform concepts has been imperfect at best, withlpms being located both at the level of poli-
tics and policy making and the level of bureaucraglgere incompetence and corruption was
rampant. Thus, while there appear to be no compese comparative studies on the political
economy of health reforms in developing countriess probably fair to say that the extent of
successfupolicy transfer has been limited; the primary ozafor this is a lack of political capital
and political will as well as of administrative eaity, whereas the presence of entrenched for-
mal-institutional structures has played a lesslker stce in most countries in question these were

simply not in place.

This situation appears to be different in developedntries, where the idea of "best practice"
transfer (again importantly propagated by inteoral organisations, such as the OECD) had to
confront the fact of established national healtte ystems from its very inception. While the
presence of policy learningrocessesn developed countries has gradually become niense
over the 1980s and 1990s (not the least due tguhstantial increase of information flows be-

tween national administrations and politiciansitjahoptimism about their impact and the evolu-
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tion of health care systems towards more "effiCiemd market-based configurations has made
way for a more sceptical stance (e.g. Klein 199@yrivbr et al. 2005). Overall — and unsurpris-
ingly in the light of institutionalist analysis ke implementation of ideas and concepts "bor-
rowed" from other countries clearly became subjeqtath-dependency phenomena, precluding
simple accounts of "convergence". For example, Alacobs (1998) investigates the purported
convergence of health care reform upon market nsaaedeveloped countries respond to similar
economic, technological, social, and demographéssures by comparing "market” reforms of
the late 1980s and early 1990s in the UK, the Nkthds, and Sweden. His main finding is that
although these countries did indeed converge upemstrumentof the market incentive, there
was considerable divergence in ttententand aims of their reform strategies; the introgurcof
market tools was used for attaining very differgoals (cost control in the UK, increasing qual-
ity for patients in Sweden, and empowering conssmehile keeping the basic welfare state
generosity intact, in the Netherlands). Paradokicéherefore, according to Jacobs the use of
similar instruments in the spirit of one fairly alty defined paradigm actually led dovergence

in the policy paths of these three countries.
3. Shortcomings of Approaches and a Per spective on Agency in Health Care Reform

As Oliver and Mossialos (2005) state, in view a# ttomplexity of health care systems even in a
single-country perspective, it is unlikely thatiagée explanatory framework will ever be able to
account for all of the health sector developmentariy one country, let alone in a comparative
perspective that multiplies complexity and diversitvhile the author of this paper believes that
the diversity of health reform paths could in faetaccounted for in a unified theoretical frame-
work based on a general evolutionary approachtasie of developing such a framework is far
beyond the scope of this paper. Instead, the migigetl contention purported here is that the
main argumentative lines of the outlined compaeatiterature tend to over-emphasise "struc-
tural" elements; that is, they focus on social ragirenomena (such as institutions or culture)
that are beyond the control of individual decisinaking. Of course, most institutionalists would
not contest that in doing comparative analysisat i in isolating causal factors for similarities
and differences in the evolution of health cardesys — they can identifiyecessarybut notsuf-
ficient, factors for specific paths of institutional chan@ut in concentrating on necessary struc-
tural conditions, the "variational leeway" for clggninstigated by, potentially creative, acts of

elite members (Mayntz/Scharpf 1995) tends to geletamphasised. As can be assumed, this
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tendency is motivated by a fundamental strive femegalizable results on a fairly high level of
abstraction, which tends to drive the predominaat pf comparative literature. Nevertheless,
while a "deterministic" theory of agency in instianal change is of course a principal impossi-
bility, the argument here is that a better undediteg of the limits of structural explanations and
the role of idiosyncratic individual factors, andgstaonger focus on the channels of influence of
ideas and mental models on decision makers, camerha comparative understanding of health
reform. While those points have certainly not goneoticed by the existing literature, system-
atic comparative accounts are largely missing.dug on a discussion of the explanatory power
of the approaches outlined above, and using exanipden the empirical literature (albeit as a
consequence of the mentioned orientation of thesdiure, these examples are necessarily of a

rudimentary and scattered nature), several linesalysis are suggested.
3.1 Elitesand Agency in Historical-I nstitutionalist and I nterest-Group Based Approaches

Historical institutionalism by now appears to be thest established framework for the compara-
tive analysis of health care reform (comp. e.g.g9becial 2005 Vol. 1-2 issue of tdeurnal for
Health Politics, Policy and RefojmWhile intuitively plausible, the claim that diffences in
institutional structures can account for differeetorm paths has been contested on empirical
grounds. For example, Tuohy (1999a, 108 ff) cotdgrédse comparison of health care reform in
the UK and US (a centralized system allowing falical reform as opposed to a fragmented sys-
tem blocking fundamental change) with the adjapatity area of public pensions. Remarkably,
even taking into account some simplification fog 8ake of argument, the picture is turned "up-
side down": whereas 20th century development inlkes characterised by an incremental ex-
pansion, in the US a "big bang" can clearly be tiedtan the Social Security Act of 1935 which

established a contributory, earnings-related pyi®igsion plan more or less from scratch.

On a more fundamental level, some historical ingtihalist accounts seem to pay insufficient
attention to the fact that whilaformal institutions are in fact very often characteriggdhigh
degrees of inertia, the changefofmal institutions is, at least theoretically, first aftilemost a
problem of collective action, the number of "vetoirgs" in a given framework being nothing
more than a definition of the degree of consengeessary among different decision makers to
enact institutional (normally, legislative) changieconsequence, formal institutional barriers (as
they are e.g. built into most modern constitutiamsorporating elements of "checks and bal-

ances") can easily be overcome if decision makave ltommon interests or common loyalities,
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e.g. to a political party. Immergut’'s (1992) conipan between Sweden and France is not en-
tirely clear at this point: given the fact that ifoll systems in both countries are majoritarian
parliamentary systems with a strong executiver(jtiing, the executive in France, via presiden-
tial power, is stronger), it is improbable that tnere comprehensive character of Swedish re-
forms can be attributed to a stronf@mal position of the executive as a reform driver ineSw
den. Instead (and similarly to the failure to ing® comprehensive health insurance in the US in
1994) loyalty to political parties appears to ptyimportant role; contrary to France, in Sweden
the legislative majority of social democrats guéead the passive role of parliament in institut-
ing reform (and in the US, the lack of party disicip especially among Democrats crucially con-
tributed to failure). It can be argued, of coursmt party discipline is not primarily an agency
pheonomenon but constitutes an important part efiriktitutional structure (encompassing for-
mal and informal institutions) itself (comp. e.gorzalez-Rossetti/Bossert 2000). But even if we
take for granted a certain institutionalized "degref discipline, relevant individual discretionary
leeways do remain (Mayntz/Scharpf 1995) — for eXamp the case of plural, and potentially
contradictory, loyalities of elite members, e.g. dopolitical party (social democrats / pro-
universal insurance) and an interest group (medisabciation / anti-universal insurance). For
instance, in an episode during the genesis of nfaalth care reform in Israel, health minister
Ramon after his resignation became secretary deakthe labor federation anégainstthe
interest of the federation, opposed the provisiba new tax as a source of financing for the fed-
eration when it conflicted with the timely activati of the health bill (Chinitz 1995, 921).

As outlined in the first part, an important elemehthe historical institutionalist approach is the
identification of conjunctures, or windows of opfority, for non-incremental change. Very of-
ten, it is symptoms of "crisis", primarily triggetdy financing problems, that are seen as core
element of conjunctures; according to one line lohking (not restricted to the health care
realm), given a high level of institutional inert@ises are even seen as an indispensable precon-
dition to necessary radical adaptations. While pe@mpirically valid for many cases, the view of
crises as "drivers" of fundamental health carerrefes problematic insofar as crises are never
"objectively" given conditions. Rather, they needbk perceivedas such (or, eventuallgon-
structed by decision makers in order to generate radieattion. A case in point is the Thatcher-
ite reform of the British NHS: The structural andaihcing problems of the NHS were clearly in

place when Thatcher became Prime Minister in 19r@, over the 1980s, a steady decline in
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public satisfaction with the NHS combined with ieasing anxiety about the future of the system
on behalf of providers. Still, it was not beforeB8hat Thatcher, in a lonely decision that sur-
prised even some of her cabinet colleagues, anedutie decision to instigate reform, with a
common interpretation being that the precipitatéwgnt was a public denunciation of govern-
mental "underfunding” of the NHS by the presidenitshe Three Royal Colleges inBxitish
Medical Journalarticle (Tuohy 1999a, 66 f). This is a good exaeripr a case where tipoten-

tial for substantive reform could be well predictedabgtructuralist analysis (primarily stressing
the combination of structural problems of the NHihvthe centralized "Westminster" mode of
policymaking); but within those structures, the c@tetiming of the "conjuncture” turned out to
be a highly idiosyncratic and contingent factonparily determined by subjective perception and
judgement and not only a confluence of extraorgiriabjective” factors. It would merit closer
investigation to what extent this was true in otbpisodes of conjunctural change, such as the
1993 Seehofer reforms in Germany or the Frenchv@&etoué) reform in the 1980ies.

An additional factor to be taken into account iis ttontext is that the labelling of certain constel
lations as "crisis" can itself be used as a strategmmunicative device by policy makers. For
example, Geva-May and Maslove (2000) show thatrtbvation of declaring crisis and putting
health issues high on the reform agenda in Israehe first half of the 1990s was primarily
driven by a political power contest between the twajor parties. Prima facie, of course, this
diagnosis can be interpreted as an example fosigmeficance of interest group-based explana-
tions. The point here, however, is that the outcofmgolitical conflict is not only determined by
the mechanic weighting of the relative power ofatént groups, as the classical interest group-
based accounts — and rational choice institutiemal- tend to imply; rather, a crucial determi-
nant is the subjective perception of decision maKparty leaders, ministers, leaders of interst
groups) given a highly complex and fluid politiealvironment. Moreover, those subjective per-
ceptions are themselves not independent variahiesdn be strategically influenced, a point to

which we will return in the discussion of socioladii institutionalism and policy learning.

A theoretical complement to elites’ subjective m@ttons is strategic judgement. This is stressed,
for example, by Tuohy (1999a) in her elaborate canafve study of British, American, and Ca-
nadian health reform after World War Il. For exagphe decision of key players in 1965 U.S.
politics not to use the Democratic presidency in combinatioth whe double congressional ma-

jority to push for universal social insurance, butenact a more limited version in the form of
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Medicare and Medicaid, would probably have beefedsht if reformers had had the benefit of
hindsight and foreseen the long-term consequentgeafdecision — which was that coverage of
the most vulnerable parts of the population tookaamentum out of the drive for universal health
care reform that could later not be recovered (Jub®09a, 121). Likewise, President Clinton’s
decision to render "managed competition”, for whichestablished institutional structures ex-
isted, the cornerstone concept of his reform glamed out to be a decisive factor of reform fail-
ure (one reason being that the very complexityhef ¢énsuing reform proposal opened several
lines of attack for opponents, and took too muatetio develop such that the initial momentum

was lost; but similarly to 1965, of course, thisé®e clear only in retrospect).

Finally, a classical idiosyncratic element of evacgount of non-incremental change is political
leadership. Its significance appears in two marmi on the one hand, a political decision mak-
ers’ combination of determination, ambition, anavilingness to take political risk is often a
necessary condition to enact reform. On the othedhthe factor of leadership — or political en-
trepreneurship, for that matter — is an importamhglement to interest-group based frameworks
since the number and relative power of interestigsds not fixed over time, but changes contiu-
ously by the formation and organization of new riests, which is decisively driven by political
entrepreneurs. Again, given the structural biasnost comparative analyses to health care re-
form, the leadership element tends to be underigaged, so only isolated examples can be
given. Leadership certainly played a role in th&titation of the British NHS (Secretary of State
Bevan) and its reform in 1991 (prime minister Thatg, but also e.g. in the case of German re-
form in 1993 (health minister Seehofer) and thenEnerevamping of the hospital financing sys-
tem (which, according to Wilsford 1994, 264 wasisigely driven by the appointment of a new
Director of Hospitals, A. Kervasdoué). Leadershipswalso an important factor of non-
incremental reform in Israel (health minister RamGhinitz 1995). Vice versa, thebsenceof
leadership given certain situations where the "wwmaf opportunity” would have opened is an
important factor for the non-realization of reforgsge e.g. Glassman et. al. 1999 for the case of

reform in the Dominican Republic in the 1990s).

In summary, the historical institutionalist approamcorporating the notions of path dependency
and conjunctures allowing for non-incremental clegrig certainly indispensable as a structural
framework for explaining international differendeghe evolution of health care systems. On the

other hand, an explanation of systemic variatiothasresult of past decisions and developments
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is clearly insufficient without giving a detailed¢@unt of agency factors, that is, the subjective
perceptions, strategic judgements, and leadersiypaltlities of political elites. The scope of
those individual factors to drive and direct ingitnal change, in turn, is limited by structural
characteristics of institutions given at a cerfa@int in time, such as the level of centralization
and the degree to which different interest grougsimvolved in political decision making. In a
way, it might be unsurprising that agency factagsire less prominently in comparative analysis
since the prospect to identigystematiaifferences between countries from which futuréhpa
can be predicted is considerably lower. Still, uridgestigating those factors in a retrospective
analysis can generate analytical flaws and misquugnts. And in certain contexts, agency-
related analysis is well-suited to develop a ceréanount of predictive power. This relates to the

question of mental models in the context of sogjmal institutionalism, to which we now turn.
3.2 Elitesand Agency in Sociological-I nstitutionalist and Policy L earning Approaches

Starting with the culturalist approach, Jacobs9@)9account, which claims public opinion to be
the main independent variable of health care reforthe US and the UK (1930-1965) has been
critized for not passing the empirical scrutinyttesother contexts. For example, Steinmo and
Watts (1995) show that American public opinion sgy favoured health care reform in the run-
up phase of the decision about Clinton’s propddafortunately, the reform was never enacted.
Tuohy (1999a, 115) mentions the case of the adoptidCanadian medicare in the 1960s, which
wasnot preceded by a groundswell of public concern abeatth coverage or public pressure for
policy action; public support for a governmentabgnamme of universal comprehensive health
insurance was even considerably lower at this gethan in the 1940s, when the attempt by the
federal government to negotiate a national heakhrance programme with the provinces failed.
And even it were true that public opinion did pyimportant role in the 1945 and 1965 reforms
in the UK and the US, respectively, by backing opegnment officials against interest groups, it
hardly amounted to a factor giving direction abthé specific timing and content of reform, as
Tuohy (1999a, 114) observes.

Besides those concerns, what particularly mattarghie agency element pursued here is the pos-
sibility of reverse causality. Clearly, from thedgoming of the professionalized observation of
public opinion, political elites have been tryirginbfluence, and potentially manipulate, public
perceptions; and whereas it might be true that#ses where elites achieved a fundamental re-

versal of public opinion are rare (Jacobs 1993§ thannel can nevertheless weigh heavily on
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the course of reform. For example, Lee and Schiesif2001), based on detailed opinion poll
data, present evidence that public opinion in theup to the decision about Clinton’s reform
proposal was heavily influenced by "elite signalinthat is, the specific ways and contexts in
which elites presented their positions on this est&d policy area to the public. The general view
behind this line of research is not necessarily tha public is arbitrarily manipulable by elites,
but that "rationally ignorant” citizens orient theetves along the behavior of elites to form their
opinion on topics whose full complexity they canoeerlook due to limited resources of time
and mental capacityClearly, then, the formation of public opinion, ati@ direction of institu-
tional change as far asigtinfluenced by public opinion, again become subjedtighly idiosyn-
cratic factors such as the talent of politiciangtesent themselves convincingly, and communi-

cate their message effectively, over the media.

Following this line of thinking, we arrive at a pii@n closer to the "elite-centered" strand of so-
ciological institutionalism which focusses, amortess, on the mental models and ideological
predispositions of elites. What remains under-itigaged by this approach, however, is the evo-
lution of those mental models and predispositiasslfi— but this is clearly a factor to be taken
into account if we want to understand longer-rumetigoment paths of health care institutions.
There are at least two main points that would nw@oser empirical investigation here. First, to
what extent are elites’ normative perceptions dfirddle designs and outcomes of health care
systems influenced by broader policy paradigms idadlogies, which serve as intellectual an-
chors ensuring a subjectively consistent approackform in different areas (standard examples
being the liberal / market-based approach versas dtate-centered approach)? Second, which
role does (international) policy learning play tbe transfer of ideas and the evolution of mental
models? On both questions, the existing literagparsely allows to go beyond conjectures
(which might be partly due to the fact that theevaint empirical material is often difficult to ac-
cess or unreliable). For example, it can only benaed plausible that thgeneralstrive to im-
plement a market-based approach in different pareas did sometimes dominafeecificideas
about the proper design of reformed health careesysin reform episodes in Eastern Europe
and Latin America during the 1990s (Nemec/Koliseitko 2006; Gonzalez-Rossetti/Bossert
2000). There is also a lack of accounts of the aprocessedy which policy learning and,
eventually, policy transfer works. A certain exgeptis K. Jacobs’ and P. Barnett’'s (2000) study
of the 1991 New Zealand Health Services TaskfoFbés "change team” was put in place by the
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neoconservative government to prepare a radicalmebf health services. Based on detailed
research on the process by which the Taskforcénegbits final positions, the study reveals that
its common stigmatization as a Treasury-dominategpgnent of neoliberal ideas was, at the
very least, oversimplified. In reality, memberstloé Taskforce went through an intense commu-

nication process that was characterised by pragmatnd a search for viable solutions.

The New Zealand example shows that the notion tf gapendency is fundamental not only to
policy transfer (as outlined in part 1 above), but already onlélvel of policyideasand the de-
velopment of reform concepts. Ideas are no statities; elites transform and adapt them to in-
dividual circumstances in the course of complexd again highly idiosyncratic, processes of
communication and negotiation, which ultimately dm@e important factors of health care re-
form. Moreover, this transformative process is frexly related to considerations of power and
interest, with ideas and expertise used as arumsint for increasing the legitimacy of political
decisions. For example, Ovseiko (2003, 16) notesstiective use of advice for international
organizations by Polish reformers at the beginmihthe 1990s, who were primarily interested in
justifying a shock therapy approach, including catlliberal health policies, and were not willing
to seriously consider more "gradualist” concepthi¢tv in that case were favoured e.g. by the
World Bank).

The role of common interests and common loyalilre®vercoming barriers posed by formal
institutions was already discussed in the contékistorical institutionalism. The focus on elites’
mental models and ideas allows to enrich this p&ietuently, there are cases of "advocacy coa-
litions" (Sabatier/Jenkins-Smith 1993) or "episternommunities” (Haas 1992) that encompass
institutional and organizational barriers; unlikalipcal parties, they are not (or weakly) organ-
ized in formal terms but characterised by a strooigesion of mental models and ideas, which
forms the basis of their political influence. A eas point are the "change teams" established in
Chile and Colombia to develop concepts for healibe aeform during the 1980s and 1990s
(Gonzalez-Rossetti/Bossert 2000). In both casestdbams essentially consisted of bureaucrats
from different ministries with a strong academickground in economics, many of them having
collected experience in other areas of economarmes. These teams were firmly established in
the administrative structure by building both veati(to political decision makers) and horizontal
(to interest groups and stakeholder) networks. Vgniatarily constituted their influence, how-

ever, was their relatively cohesive (neoliberal)deloof how the health care system should be
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organized; this provided the group with the neagssdernal cohesion as well as guidance as to
which coalitions to form and, eventually, which & makers to circumvent. Another example
for a change team is the small group of expertspamtidy makers that worked out the concept for

Thatcher’s re-organisation of the NHS in 1991.

In summary, mental models and normative orientatiugld by elites are important factors of the
course and scope of health care reform. In priacifhlose orientations are themselves fluid and
subject to a continuous processes of modificatimhlaarning. However, there are constellations,
such as in certain cases of influental change tearagstrong ideological convictions of political
leaders, where mental models are relatively stabée the relevant period of time, and therefore
act as a restrictive force on the direction ofitnibnal change. Analogously to the agency ele-
ment in historical institutionalism, the scope a$atdetionary leeway to which political elites’
mental models will in fact direct institutional eige is ultimately a function of the general insti-
tutional framework — for example, the extent to ethdecision making can be based on the de-
liberations of small, relatively homogenous grougsd the degree to which formal institutions

allow for, or incite, an active collaboration ofanmal networks.
4, Conclusion

Health care reform has been a central concernasfagnic policy makers around the globe and is
therefore a particularly interesting example far gpplication, and further development, of theo-
retical approaches to institutional change. Basea brief overview of the literature concerned
with such application, the paper showed that, ggosed to different strands of structural ap-
proaches, a differentiated analysis of elite denisnaking and its determinants in health care
reform is underdeveloped, using some — albeit s@it— examples from the comparative litera-
ture. Subsequently some avenues were outlined albiglp such an analysis could proceed. Two
main lines of future research are suggested. Tise if obviously to complement the existing
empirical literature by — comparative or single-atvy — case studies on elite decision making
and agency in health care reform. The second &ltance the theory of institutional change, in
particular the interplay between structure and egeby developing an evolutionary framework
that integrates a bewildering array of approachas aften appear to differ more in terminology
than substance. While this is a task that goebdgond the realm of health care reform, this pol-

icy area might be particularly apt to stimulateatetical development, given the wealth of em-
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pirical material available and the wide range opemences that different constituencies have

carved out by now.
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