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Structural Fund investment in the Health Sector
Context and Policy framework
Economic, Financial and Sovereign Debt Dimensions
The EPC / Commission report on European Health Systems (2010) observed that “the current economic crisis will bring about a period of budgetary constraints associated with the need to reduce large government deficits and put public finances back on the right track” it also commented, “depending on its severity, we will see public authorities contracting their spending on health services.” Health and healthcare services are therefore in the front line of EU member state measures to address current economic, financial and sovereign debt problems. The clear inference from this analysis – and subsequent experience – suggests that revenue funding for healthcare is likely to flat-line at best for some considerable time. In other words there is unlikely to be any real terms growth in funding to meet the remorseless increase in demand. Furthermore this will reduce scope for capital investment that is reliant on direct government funding - and potentially from the commercial banking sector.
However the report also concludes that in many countries, there appears to be scope to improve the health status of the population without increasing health spending. This enhances the need to assess the performance of health systems and “implement sound and needed reforms to achieve both a more efficient use of public resources and provision of high quality healthcare.” Getting more value for money is therefore crucial if countries are to ensure universal access and equity in health, under conditions of severe constraints on public budgets.” 
European Structural Funds and Investment (ESI) Funds therefore provide an important resource, for some Member States perhaps for some the only source of new investment, towards achieving health objectives, transforming services and enabling health to make a significant and measurable contribution to regaining economic stability. 

These factors were influential in shaping the Hungarian Presidency ‘Health’ theme at the informal meeting of EU Health Ministers (Godollo, 2011) of “Pathways for Change” – the need to move on from a hospital centred model of care towards a whole systems (disease pathway focused) integrated model of healthcare delivery. There was strong consensus by Ministers that this should be incorporated in Presidency recommendations to the European Council. 

This was endorsed in the EU Council Conclusions of June 2011 (Towards modern, responsive and sustainable health systems) whereby Member States should, “consider innovative approaches and models of care responding to challenges and develop future long-term health sector strategies with the aim of moving away from hospital centered systems towards integrated care systems, enhancing equitable access to high quality care and reducing inequalities,” clear policy support for the need for (and direction of)  healthcare reform.
Furthermore the Council stressed the priority for action in recalling that “whilst ensuring equitable access to high quality healthcare services in circumstances of scare economic resources has always been a key question, at present it is the scale and urgency of the situation that is changing and if unaddressed, could become a crucial factor in the future economic and social landscape of the EU.” It furthermore emphasised that the health sector should play an adequate role in the implementation of Europe 2020. 
The Council therefore also ‘invites’ Member States to “make smarter use of EU financial programmes, including Structural Funds, which can contribute to health systems innovation and to reducing health inequalities, and can trigger further economic growth.” This clearly positions health as central to economic recovery with a high degree of urgency but in doing so it also stresses the need to change perception of health policy, making it more visible when macroeconomic issues are at stake and shifting it from being regarded as simply an area of expenditure to being acknowledged as a contributor to economic growth. 
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Through its three Funds - the European Regional Development Fund (ERDF), the European Social Fund (ESF), and the Cohesion Fund - EU cohesion policy is investing €347 billion in 2007-2013 in the 27 Member States. The fundamental objective of the EU cohesion policy is to strengthen economic and social solidarity in the Community, ensure the harmonised development of the overall Community and close the development gap of less-favoured regions. The cohesion policy and its supporting system of instruments (e.g. the Structural Funds and the Cohesion Fund) is the key means for ensuring the strengthening of economic and social convergence.   The Commission has recently issued its ‘Strategic Report’ (April 2013) on the implementation of 2007-2013 Cohesion Policy programmes. It explains how EU Cohesion Policy is “helping to weather the crisis and produce growth.” The Report also underlines the more strategic concentration of resources on key priorities and a greater focus on results and evaluation. Although direct spending on ‘health’ represents a comparatively small proportion of the total overall investment, nevertheless as will be seen later almost all policy initiatives place health in a central position in particular contributing to principles of equity and regaining economic stability and growth. It is critical to the success of ESIF-HEALTH to ensure that it builds on progress made during the current programme period and reflects the strategic context and policy objectives that are influencing and shaping the 2014-20 European Structural Funds programme. 
In summary key funds for health investment are: 
· The European Regional Development Funds (ERDF) strengthening economic, social and territorial cohesion by correcting inbalances between regions
·   The European Social Funds (ESF) the EU’s main financial instrument for investing in people
The ‘political’ (SF) climate has also shifted towards more explicit contribution to economic growth, fiscal sustainability and results. This move towards improving results reinforces the need to strengthen conditionalities; improve performance requirements and impact evaluation.
Other financial instruments and opportunities

It should be noted that Structural Funds and Investment (ESI) Funds do not stand in isolation in supporting and complementing Member State investment. The seventh Framework programme and the EU Programme for Research and Innovation (Horizon 2020) are relevant and provide investment opportunities to complement those financed through Structural Funds. Furthermore, the Commission strongly promotes Public Private Partnerships as a means of improving the levels of investment and innovation in a wide range of public services including healthcare. The European Commission therefore has expressed a particular interest in promoting and developing PPPs within the framework of the grants that it provides. However the use of grants will impose additional conditionalities on projects particularly given the Commission’s financing objectives, constraints and over-riding requirement to protect the public interest. 

Structural Funds and Europe 2020

Europe 2020, “a strategy for smart, sustainable and inclusive growth” provides what might be described as the policy and operational focus for SF strategy development. Europe 2020 incorporates three mutually reinforcing priorities backed by specific measurable headline targets:
· Smart growth: developing an economy based on knowledge and innovation.
· Sustainable growth: promoting a more resource efficient, greener and more competitive economy.
· Inclusive growth: fostering a high-employment economy delivering social and territorial cohesion.

Furthermore, the Commission has put forward seven flagship initiatives to “catalyse progress” under each priority theme:
· Innovation Union to improve framework conditions and access to finance for research and innovation. 
· Youth on the move to enhance the performance of education systems. 
· A digital agenda for Europe to speed up the roll-out of high-speed internet. 
· Resource efficient Europe to help decouple economic growth from the use of resources.
· An industrial policy for the globalisation era. 
· An agenda for new skills and jobs to modernise labour markets.
· European platform against poverty to ensure social and territorial cohesion.

It is to be noted that Health is not explicitly identified as one of the three key priorities or as one of the flagship initiatives yet contributes in significant terms to all priorities and initiatives. In some cases the link and potential is clear, for example “supporting actions as part of the platform against poverty - through investment in social and health infrastructure to improve access to health and social services and reduce health inequalities, with special attention to marginalized groups and those at risk of poverty.” Additionally, “investing in initiatives that support ‘healthy and active ageing’ as contributing to a high-employment economy.” In other instances the links will not be so direct but nevertheless important to ‘health’ in gaining funding support.
In almost every case in will be necessary to cross matching direct and indirect health focused and related structural fund investments with the range and diversity of Europe 2020 priorities and flagship initiatives; a reinforcement of the need for integrating investment strategy. This also draws attention to the new emphasis on multi-fund (often multi-sectoral) opportunities for the 2014/20 SF cycle.

It may therefore be useful to consider a matrix concept of planning and programme development, as shown in the diagram below:
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     Fig 1 Illustrates an approach to interlinking (integrating) different components of a health    
     strategy (programme).

Strengthening the contribution of health to Europe 2020 – the ‘Social Investment Package’ – ‘Investing in Health’

The Commission staff working document ‘Investing in Health’ (the social investment package) complements the Commission communication ‘Towards Social Investment for Growth and Cohesion’. It explains and illustrates how investing in health contributes to the Europe 2020 objective of smart, sustainable and inclusive growth. Investing in Health establishes the role of health as part of the Europe 2020 policy framework. It strengthens the link between European health policies and support for health system reforms. It acknowledges that investing in health is a value in itself and health expenditure should be recognized as growth-friendly expenditure. It will help the EU rise to the challenges identified in its Health Strategy that have been compounded by the economic crisis:
· an ageing population
· an increase in chronic diseases, 
· a greater demand for healthcare and 
· the high cost of technological progress. 

These more specific challenges of, ageing, chronic disease management and managing technological advance - together with legacy investment problems in particular in the ‘new’ 12 member States - feature prominently in strategic priorities identified by MS as key (within country) targets for SF investment support. 

Investing in Health offers substantial advice and guidance across three main thematic areas:
1. Investing in sustainable health systems combines innovative reforms aimed at improving cost efficiency and reconciling fiscal consolidation targets with the continued provision of sufficient levels of public services.
2. Investing in people’s health as human capital helps improve the health of the population in general and reinforces employability, thus making active employment policies more effective, helping to secure adequate livelihoods and contributing to growth.
3. Investing in reducing health inequalities contributes to social cohesion and breaks the vicious spiral of poor health contributing to, and resulting from, poverty and exclusion.

There is a fourth thematic area, European financial instruments for investing in health. It is part of the Multiannual Financial Framework 2014-20 and provides for Cohesion and Structural Funds to support Member State’s investments in health. 

The Commission has also put forward a proposal for a new Health Programme. It is aimed at strengthening the link between economic growth and a healthy population and is geared towards measures in line with the Europe 2020 objectives. The programme has four objectives:
· to contribute to innovative and sustainable health systems;
· to increase access to better and safer healthcare for all EU citizens;
· to promote good health and prevent diseases by addressing the risk factors of most diseases;
· to protect people from cross-border health threats.

Investing in Health acknowledges that “health is included in most of the thematic objectives of the Common Strategic Framework” thus reinforcing the need for effective integration between projects and programmes that contribute to the new Health Programme and yet link effectively with overarching priorities and thematic objectives, see fig 1 above.
In pursuit of this aim Investing in Health stresses the importance of following a coherent, strategic policy approach for the more direct health investments envisaged, for example:
· investing in health infrastructure that fosters a transformational change in the health system, in particular reinforcing the shift from a hospital-centred model to community-based care and integrated services;
· improving access to affordable, sustainable and high-quality healthcare, in particular with a view to reducing health inequalities between regions and giving disadvantaged groups and marginalised communities better access to healthcare;
· supporting the adaptation, up-skilling and life-long learning of the health workforce;
· fostering active, healthy ageing to promote employability and employment and enable people to stay active for longer.

There is therefore a very strong policy and reference base to draw on to support Structural Funded health projects and programmes. It will also serve to reinforce the evidence-based approach that should be a feature of health proposals.

It is striking that the thematic element of the document relating to Cohesion and Structural Funds investment is conspicuously less comprehensive in analysis, guidance and promotion of policies and strategies than is the case for the first three themes covered by the document. This perhaps illustrates that so far performance and evaluation of previous and the current structural fund programmes for health has been under-resourced, guidance underdeveloped and outcomes often disappointing and not sufficiently results oriented. 

Some observations on 2007/13 SF programme performance

There is reliable evidence from various studies to draw the conclusion that overall too much of the current SF programme (and inclusive projects) for Health have fallen well short of expectation. The EU Commission project Euregio III, DG Regio perspectives and other studies display a high degree of consistency in their analysis: 

· Lists of priorities with little strategic focus, coherence and integration 
· Weak / or no links to social inclusion policies
· Social and territorial inequalities are not targeted
· Risks of further investments in non-reformed, ineffective, not affordable health systems
· Failure to achieve measurable anticipated outcomes
· Sustainability of projects is often not assured
· Political influences (planning and / or implementation phase)
· Non-transparent procedures and lobbying

This often results from ‘shopping list’ bidding processes, a box ticking exercise - as opposed to health strategy leading and inspiring project development and determining their acceptance for inclusion in programmes.

The following are also relevant and useful reports and studies that relate to cohesion policy investment (including some in the health sector) and do provide positive examples to counterpoint the rather negative generalist findings above.

· “Expert evaluation network delivering policy analysis on the performance of Cohesion policy 2007-2013 Synthesis of national reports” 2011;
· The future of Cohesion Policy in a time of Austerity, International Evaluation Conference Vilnius, What’s New and What Works in the EU Cohesion Policy 2007–2013; 
· Ex post evaluation of the management and implementation of Cohesion Policy, 2000-06 (ERDF) DG Regio, Brussels; 
· the Inforegio web site, which includes case studies of specific projects (including health) and ex-post evaluation reports commissioned by DG Regio.

Generic principles aimed at improving Structural Fund efficiency and effectiveness – the new Conditionality Provisions
Commission proposals for the Multi-Annual financial Framework call for new and improved conditionalities. The aim; “to ensure that EU funding is focussed on results and creates strong incentives for Member States to ensure effective delivery of Europe 2020 objectives and targets through Cohesion policy.” This fundamental requirement to improve outcomes and results represents a step change forward from previous programmes and reinforces the need to invest in improving the levels of support to SF stakeholders. 
The draft ‘Guidance on Ex Ante Conditionalities for the European Structural Investment Funds (ESI) Part 1’ defines characteristics of the new ex-ante conditionalities:
· they are directly linked to factors which determine the effectiveness of investment;
· they are limited in number, focusing on the framework conditions that are perceived as most relevant;
· they are built on already existing obligations for MS and avoiding multiplication of obligations or going beyond already existing requirements;
· they take into account the division of competences between the European Union and Member States as well as the distribution of policy competences within Member States

Part II of the guidance (in draft) provides further information about thematic conditionalities. This will include health, details of which have not yet been published. 
Implicit is the expectation that future investments will focus to greater extent on strategic benefit and value for money, including:
· What outputs and results are Member States and the regions delivering under the agreed objectives, including high-level EU objectives?
· How is cohesion policy contributing to reducing economic and social disparities across Europe while contributing to Europe 2020?
· What has been the impact of the economic crisis on implementation and how are the programmes responding?
· Are there differences in delivery across the different themes and how do the Member States perform against the EU average? 
It is important to look beyond conditionalities as just another set of processes to be followed or boxes to be ticked. The background is overcoming concern expressed (by DG Regio) about the wide divergence in performance of MS in relation to cohesion policy, in particular:
· Variable absorption capacity
· Variable efficiency
· Variable effectiveness

DG Regio observations also highlight more specific factors that give rise to this variability, they are:
· Macro-economic conditions: in terms of GDP, in other words the ability of the MS to support and sustain projects and programmes taking into account the extent to which GDP can support the economic implications of the project / programme (this lies outside the scope of this document)
· Financial absorption capacity: the ability to co-finance programmes and projects (as above outside the mainstream scope of this document), and
· Administrative capacity ---

Administrative Capacity is identified as one of the key factors contributing to success of SF policy, hence its prominence in the conditionality assessment process. This relates to ability to manage the whole policy lifecycle effectively:
· General structure and management of the programme
· Programming – strategic planning and programme content
· Implementation
· Evaluation and monitoring
· Financial management and control

Three interrelated factors influence the success of each element of the policy cycle:
· Structure
· Human Resources and 
· Systems and Tools

The ‘new’ conditionalities therefore require MS to demonstrate the administrative capability to satisfy all these requirements in order to deliver effective projects and programmes, in addition to the macro economic and financial criteria (above). In other words there are structures, human resources and systems and tools that can be applied to effectively manage the whole policy lifecycle.


Again it may be relevant to demonstrate the way in which these factors can be brought together in an integrated way. fig 2 

[image: ]
    Fig 2 – A template for illustrating whole systems (lifecycle) programme management concepts

This may suggest the need for a more structured and integrated approach to SF planning and management, one that can apply a systematic process to ensure consistency across the whole SF approach at national and regional level. This might usefully include a ‘success framework,’ as part of the demonstration of administrative capacity and capability (above). For example, an understanding of / and system that assures and delivers:

· Quality of actions necessary e.g. objectives, quality and relevance of expected results
· Quality of the approach e.g. clear definition of work plans and methodologies
· Innovation 
· Partnerships structures and relationships
· Evaluation of results – feedback loops
· Financial affordability and sustainability

Each of the six elements can (and should) be expanded further, for example, Quality of Actions should include:
· Clearly defined project rationale, objectives and expected results backed by relevant indicators
· A demonstration of effective contribution to programme objectives
· Foreseeable and measurable project outputs and results
· Realism about expectations
· Project sustainability


However, this must also correlate with and support the capability to identify and apply critical (common sense) success factors that focus down on specific projects and the detailed construction and implementation of programmes – and assure their optimum delivery.

Towards ‘common sense’ success factors
Any review of critical success factors almost invariably leads to the conclusion that they are also ‘common sense’ in nature – the ‘of course’ dimension. 
There is a large body of evidence (resulting from studies, analysis and empirical evidence) that consistently identifies the (same) key factors. It is a paradox that whereas these factors are almost always incorporated in a structured way in the commercial and business sector where demonstrable return on investment is paramount, public sector organisations have tended to lag behind, in particular health. This may be seen in part in the slow diffusion of Health Technology Assessment for health investments. Although the situation is improving for pharmaceuticals and some other clinical technologies, parallel developments in other fields (including other forms of HTA) in particular for large-scale complex projects such as ICT and Infrastructure tend to fall well short of need. 
It is also notable that major global grant giving organisations such as the UN, World Bank, USAID and the OECD (that promotes effectiveness and value) subscribe to the same core factors such as are evident and common place in the commercial world. Where there have been specific studies of public sector investments, such as the Concept project, Norway, the findings are the same.
The key critical (common sense) success factors identified are:
· Relevance – the project is wholly relevant to addressing the need / problem and not just (alleviating) the symptoms
· Effectiveness – the project explains the ‘what and how’ the desired changes will be achieved
· Efficiency – the project demonstrates how value for money will be assessed (benchmarked) and achieved 
· Impact – the project explains what results are expected and how they will be measured 
· Sustainability – the project demonstrates how economic and operational performance will be sustained over its planned lifecycle

Each should be present and individually defined for each project and integrated into coherent programmes. Whilst these requirements might be seen to be obvious and ‘common sense,’ reviews of previous and current SF projects in the health sector illustrate serious shortcomings in meeting these standards, few if any meet the full range of success factors.






Improving Monitoring and Evaluation 
The Commission has issued draft guidance for the programming period 2014-20, ‘Guidance document on monitoring and evaluation, European Regional Development Fund, European Social Fund and Cohesion Fund.’ It is aimed at national and regional authorities responsible for the preparation of cohesion policy programmes for 2014-20. It also provides advice for the evaluators undertaking the evaluation. The main components of the guide provide a useful structural framework, which includes:
· Programme strategy
· Indicators, monitoring and evaluation
· Consistency of financial allocations
· Contribution to Europe 2020 strategy, and
· Strategic Environmental Assessment
The guide is also accompanied by a draft Concepts and Recommendations document for ERDF and Cohesion Fund. It is aimed at ensuring clarity and a common understanding of key concepts and terms of programming, monitoring and evaluation that should form the basis of their practical application by regions, member States and the Commission.  It is part of the drive towards a stronger output and results based ethos for all future SF investment. 
Finally in the context of the strong shift of emphasis towards outcome indicators and targets it is worth noting the 2011 revision to the methodological note submitted to the High Level Group Reflecting on Future Cohesion Policy (2011) usefully identifies the five most recurrent mistakes that are made in attempts to “orientate policy to results.”
1. The concepts of input, output, outcome/result and impact not being clearly distinguished; 
2. Indicators being assigned a marginal (“technical”) role in programming documents, their selection being postponed until after the approval of the documents; 
3. No standards or methodological principles for indicators being set and monitored by the external agency in charge for the development grants; 
4. Context indicators – dashboard/scoreboards of indicators aimed at describing the overall national or regional context and at detecting strengths and weaknesses – being confused with outcome indicators, aimed at capturing the dimensions of well-being on which policy can reasonably claim to have an effect;
5. The achievement (failure) to achieve targets being confused with policy achievement (failure), as if no factors other than policy were at work. 

 Although much of the guidance and principles incorporated are expressed in generic terms it is to be assumed that MS have the range and breadth of knowledge and skills to translate these for the health sector for both direct and indirect investments.
Other relevant guidance and reference that will contribute to improved SF effectiveness
There is a notably wide range of other guidance, methodologies and reference material and data that can also be drawn on to substantially improve the technical competency of SF stakeholders (and project content and structure). These sources are all too often overlooked. Illustrative of the evidence and material available are:
· The EU Guide to Cost benefit Analysis of investment projects (for Structural Funds, Cohesion Fund and Instrument for Pre-Accession) 2008
· EVALSED the on-line resource providing guidance on the evaluation of socio-economic development
· Health Gains – web guide as reference for indirect health investments www.healthgain.eu
· Output from the impact evaluation centre, Regional Policy – Inforegio, for example evidence from the “counterfactual impact evaluations of cohesion policy”
The aim here is to widen the horizons of stakeholders in understanding the scale and scope of relevant support (policy, technical and operational) available. 
Summary and some conclusions
There seems little doubt that ‘Health’ is likely to find it more difficult to obtain priority and ‘adequate’ funding in the forthcoming 2014/20 programme that matches the scale of SF spending in the current 2007/13 programme. There may be a number of reasons for this:
· Health was not accorded ‘priority’ or ‘flagship’ recognition in Europe 2020, meaning that health projects must be incorporated within other overarching thematic priorities and initiatives;
· The 2014/20 programme proposals give prominence to SF spending that:
· Contributes in measurable and direct terms to economic stability and growth – health may need to do more to demonstrate the (measurable) economic value / contribution of its investments;
· Achieves major reform of health systems – a need to explain how reform (its scope and scale) will improve efficiency and value for money, and contribute to ----
· Demonstrating (in measurable terms) how health will contribute to improving access and equity - often under conditions of severe constraints on public budgets
These are tough requirements that will demand a more integrated, cohesive and cross cutting strategy than has so far tended to be the case;
· The new conditionalities place emphasis on the need for more effective planning and management of SF and the delivery of better results. This may require a significant overhaul or establishment of new systems, structures and workforce development processes to improve performance;
· This will need to be accompanied by improvements in the technical content, structure and performance of projects, including more effective monitoring and evaluation – perhaps requiring greater emphasis on identifying and (demonstrably) incorporating reliable and proven critical success factors in project and programme proposals;
· There will be greater emphasis on the more effective use of indicators that should be incorporated at the planning (and negotiation) stage and form the basis of monitoring and evaluation.
Much of this is ‘new territory’ for health, yet health is also one of the most complex of all SF strategy areas. It will therefore be important to ensure that what is demanded is in fact realistic and deliverable. For example two of the conditionality characteristics --
· “they are directly linked to factors which determine the effectiveness of investment;
· they are limited in number, focusing on the framework conditions that are perceived as most relevant;”

--- clearly limit scope to (1) factors linked directly to the project / programme in question and its direct funding impact, and (2) leaves scope for MS to identify those conditions that it regards as most relevant to the success of the project / programme involved. It is often the case (in the SF arena) for ‘funding authorities’ to attempt to lever too wide a range of deliverables and actions (sometimes) unrelated to the project or programme.

There are also significant tensions to be faced and resolved. Most MS and Regions qualifying for SF support are also those that face significant legacy problems, in particular relating to previous underinvestment in infrastructure and workforce development. The effects can be seen in outmoded (and expensive) hospital systems, poorly developed primary care services, inadequate diagnostic technology and high levels of workforce volatility – all of which contribute to inequalities in access and quality and poor value for money. 
Set against this is the need to continue to invest in programmes that represent important ‘investments in the future’ and have in consequence longer pay back timescales, in particular public health e.g. illness prevention measures, healthy and active ageing strategies and indirect (health in all policies) programmes. 

A crucial distinction when assessing the need, impact and potential success of projects is therefore their tactical and strategic performance. Tactical considerations typically are those based on pressures and criteria “of the moment”, such as meeting short-term performance needs e.g. inequality in hospital access as may be evidenced by disparities in hospital waiting times. Strategic performance is much more important, but strategic success will only emerge over time that may only become apparent after completion of programme cycles (beyond 2020) e.g. major hospital reform, measures to reduce the incidence of lifestyle illnesses etc. These are difficult balances to get right.

This will place much greater emphasis on an integrated approach to future planning and investment. This also points to the need for change in the way healthcare systems are planned and delivered. However, this will require significant lead time and is extremely complex in nature - and invariably incapable (at least in whole systems terms) of being encompassed within just one SF programme cycle – the need (‘trick’) is therefore to ensure that projects and programmes for the 2014/20 period form at least part of the anticipated longer term route map to reform.
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