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Total expenditures by source of fund 

and financing agent   
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Areas of competition 
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Challenges: 

Financial Sustainability 
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How to make financing sustainable? 

Two conflicting concepts 

„Bürgerversicherung“ 

(Civic Insurance) 

► Include everybody in 

the SHI system 

►Civil servants 

►Self-employed 

►High income employees 

►Raise contribution rates 

on all income 

►Rents, Capital Income 

etc. 

 

„Gesundheitsprämie“ 

(Health Care Premium) 

►Replace (partially) the 

payroll tax through a 

flat-rate premium 

►Means tested subsidies 

for low income families 

paid from federal 

budget 
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Political Compromise: 

Introduction of Central Health Fund 

► Uniform contribution rate set by gov‟t 
► fixed at 15.5 % of wages 

► Federal tax subsidy  
► originally € 4bn  

in 2009, to rise  
by € 1.5bn p.a. 

► extraordinary  
increases in  
2009, 2010 and 
2011 

► approx. 9 %  
of expenditure 
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Political Compromise: 

Introduction of Central Health Fund (cont.) 

► Revenue pooled in central health fund 

► Risk-adjusted payments to sickness funds 

► Sickness funds can collect flat-rate 
additional premiums or pay out refunds 
► All future increases to be covered by premiums 

► Means tested premium subsidies for low 
income households  
► paid by federal budget from 2015, until then one-

off tax subsidy of € 2bn. 

► Subsidy paid if predicted average premium rate 
exceeds 2 % of wages 



10 

Role of Central Health Fund  

in Financing Health Care 

Tax Subsidies 
€ 15.5 bn 

Contributions 
€ 159.0 bn 

Central Health 

Fund 

Sickness Funds 

Risk-adjusted 

payments 

Physicians 
€ 28.5 bn 

Drugs 
€ 30.0 bn 

Hospitals 
€ 57.4 bn 

Other 
€ 45.2 bn 

Additional Premia 
€ 0.7 bn 

2010 figures 

Liquidity 

Reserve 

€ 4.2 bn 
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Key parameters of the system are based on 

predictions 

► Ministries of Health and Finance predict 
unanimously the average premium rate for 
the next year by November, 1st 
► Basis for means tested premium subsidies 

► Reference value for the calculations of payments 
from the Central Health Fund  

► Advised by a panel of experts from Ministry 
of Health, Federal Social Insurance Office 
and Federal Association of Sickness Funds 

► Predicts revenue of the central health fund, 
the expenditure of sickness funds 



Accuracy of the Predictions  

 

 

 

 

► Revenue prediction based on official 

economic estimation 

► Economic crisis 2009 severely underestimated 

► Recovery since 2010 underestimated 

► So far, expenditure has been overestimated 

every year 
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Year 

Revenue of Central Health Fund Expenditure of Sickness Funds 

Predicted Actual Error Predicted Actual Error 

2009 166.825 164.350 -2.475 166.825 166.158 -667 

2010 170.303 174.536 4.233 174.219 171.294 -2.925 

2011* 181.090 183.360 2.270 178.946 177.522 -1.424 

* Latest Prediction 
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Effects of prediction errors 

► Payments to sickness funds are guaranteed 
at the level of predicted revenues of the 
central health fund. 
► Actual revenues > predicted revenues 

► Additional revenue added to the reserves of the fund 

► Actual revenues < predicted revenues 
► Fund has to draw on reserves or seek financial 

assistance for the ministry of finance 

► Actual expenditure < predicted expenditure 
► Total level of payments not affected: “profit” 

► Actual expenditure > predicted expenditure 
► Total level of payments not affected: “deficit” 
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Function of the liquidity reserve of the 

Central Health Fund 

► Payments are guaranteed even if revenue 
falls short (e.g. economic crisis) 

► Revenue is cyclical, but payments constant 

► Law requires min. 
reserve of € 3bn  

► If reserves run low, 
the fund receives 
a loan from the  
federal budget 
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Sickness funds try to avoid additional 

premiums at any price 

► All sickness funds started without premium  
► By 2010, 15 funds charged additional premiums 

► Severe loss of members (up to 40 %) 

► Mergers, in two cases insolvency 

► Currently 11 funds left, of which 4 will merge 

► 5 fund currently offer paybacks 

► Alternatives: 
► Reduce non-mandated services 

► No projects with upfront investments 

► Run-down of reserves 

► Merger as last resort 
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Expenditure not covered by the Central 

Health Fund is seen as ‘deficit’ 

► Percentage of expenditure covered by 
Central Health Fund: 

 

 

► In 2011 SHI faced a „deficit‟ of € 9bn 
► Gov‟t could have used this to introduce 

comprehensive additional premiums 

► Gov‟t decided on a packet of spending cuts, 
increase of the contribution rate, and an 
increased subsidy from the federal budget 

2009 2010 2011 2012 

100.4 % 99.4 % 100.8 % 100 % 
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Means tested subsidies give finance 

minister an interest in health care costs 

► Current legislation 
project: Financial 
incentives for physicians 
to set up practice in rural 
areas 

► Finance minister 
intervened  

► Means tested subsidies 
are not to cover 
additional cost incurred 
by this law 
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Conclusions 

► In a competitive social insurance system, 
sickness funds need a functioning system of 
price differentiation and additional revenue 
generation. 

► Without earmarking a general tax subsidy 
risks becoming a „stop-gap‟. 

► Means tested premium subsidies give the 
finance ministry an interest in future health 
care expenditure developments 
► This will move the Bismarckian system a step 

towards the Beverage system. 


