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Reform of hospital fi-
nancing: revenue-inde-
pendent flat rates for
acute inpatient obste-
trics facilities

Since 2003, hospital services have been remunerated using
the G-DRG (German Diagnosis Related Groups) flat-rate remu-
neration system based on case volumes (Section 17b (1)
sentence 1 KHG/Reimbursement Institute 2023). Diagnosis,
severity of illness and the operations and procedures perfor-
med are entered into the patient classification system for
grouping (Reimbursement Institute 2023), along with other
parameters where applicable. Although other countries, such
as the United Kingdom, Finland and the Netherlands, also
use DRG systems, there is a strong performance and volume
incentive in Germany compared to othercountries1 . Despite
the additional refinancing of care through the care budget
introduced in 2020 (Reimbursement Institute 2023), there is
no case volume-independent refinancing of necessary provision
(Federal Ministry of Health 2023).

>> In Germany, around 98.5% of all births take place in a hospital
and 1.5% of births take place outside the hospital, in birth centres
or at home (Federal Ministry of Health 2017). Obstetric services are
therefore mainly mapped via the DRG system. The aim is to use the
DRG system to map the services actually provided depending on the
risk profile of the pregnant woman/parturient (Schmidt 2010). Fol-
lowing the introduction of DRGs, there was initially a sharp decline
in the number of obstetric departments (IGES Institute 2013). While
there were still 1,186 obstetric units in 1991, there were only 672 in
2017 (IGES Institute 2019). This development will be influenced by
a variety of factors (Deutscher Bundestag 2018), as the introduction
of a new remuneration system will lead to fundamental changes in
incentive structures.

Hospitals that are part of the hospital plan and are indispensable
for ensuring the provision of comprehensive basic care to the popu-
lation will receive a supplement in addition to the regular remune-
ration via the DRG flat rates per case (Section 136¢ (3) SGB V). This
supplement can be used to compensate for deficits that arise due to
a lower demand for care. For clinics with obstetrics, the service area
is determined by the populated geographical units that are within
a 40-minute car journey radius (G-BA 2020). The agreement of the
Federal Joint Committee (G-BA 2023) lists 57 locations that receive
this award (Federal Ministry of Health 2023).

A distinction must be made between this and further guarantee
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supplements, whichare paid out regardless of the number of treat-
ment cases for hospitals that are necessary for obstetric care in rural
areas, among otherthings2 (Section 5 (2a) KHEntgG/G-BA 2023).
Despite these guarantee surcharges, the federal states cited eco-
nomic deficits, a lack of staff (midwives, doctors, etc.) and quality
deficits as reasons for the closure of obstetric wards (Deutscher Bun-
destag 2018).

As the data from the costing centres only relates to normal beds,
the calculation methodology of the flat rates per case was directly
questioned. The refinancing of long-stay patients (high-risk preg-
nancies, etc.) causes a high consumption of resources (Beckmann
et al. 2011). The flat-rate payments per case do not do justice to
specific services, such as those provided by level 1 perinatal centres
(GriiBner/Gembruch 2011).

1: Reform proposal and relevance for obstetrics

To date, the nationally applicable remuneration agreements do
not mesh with the state-specific plans. Needs-based, quality-orien-
tated service provision and optimal allocation of patients to care
services are not compatible. The reform proposal therefore provides
for a link between the remuneration system and hospital planning.
The aim is to achieve a uniform definition of care levels, a system of
service groups and a reduction in the volume component in favour of
reserve financing (Federal Ministry of Health 2022).

In future, hospital care is to be based on uniformly defined care
levels throughout Germany. The care mandate of a hospital will be
allocated regionally and independently of a hospital location at the
level of service groups instead of the previous specialist depart-
ments. The individual levels are subject to defined minimum struc-
tural quality requirements (Federal Ministry of Health 2022). To this
end, 128 defined service groups are prescribed in accordance with
standardised national minimum requirements for the provision of
services. The service groups are organised in such a way that the
treatment within a group requires similar qualifications, skills and
technical equipment. Each service group is allocated a standardised
proportion of the services provided. This share is intended for the
remuneration of staff and technical equipment. The service groups
are used to link the level of care described with the provision to be
financed. The DRG component, the residual DRG (rDRG), which is re-
duced by the upkeep costs budget, is intended to reduce the volume
incentive and economic pressure.

The future remuneration therefore consists of three components:
rDRG + care budget + retention budget = hospital budget

(Federal Ministry of Health 2022).

Due to the high proportion of non-elective interventions, obste-
trics is a specialist area with high retention costs. A normal preg-
nancy cannot be scheduled or postponed. Hospitals must therefore
maintain structures, but can currently only receive remuneration
linked to actual case treatment. The structures provided are only

1: The desired reduction in length of stay due to the introduction of the DRG
system favours the expansion of inpatient services (Klauber et al. 2020).
The incentive to increase volumes has been analysed several times in stu-
dies (e.g. RWI 2012/Schrey6gg 2014/Reifferscheid et al. 2012/Mostert et
al. 2012/ Liingen and Biischer 2012).
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partially refinanced (Schreydgg et al. 2020). Experts are discussing a
budget of 60% to be maintained (Federal Ministry of Health 2022).
This is intended to ensure the provision of high-quality paediatric
and obstetric care across the board and close to home (Federal Mi-
nistry of Health 2022).

Methodology

Using qualitative research in the form of semi-structured,
guideline-based expert interviews, various employees from clinics in
the Rhine-Main region at different levels of perinatological care were
included in the analysis. The experts interviewed (EO1 to E06) were
selected according to their professional experience (<10 years) and
their position within the organisation of service providers at diffe-
rent levels of care (see Table 1). This ensures that the data is broadly
represented in terms of care levels. Only experts from the specialist
area of obstetrics and/or financing were interviewed. Expert EO5 is
the head of a department specialising in medicine and quality. E06
is the head of a department specialising in hospital financing and
fees (see Table 1).

Based on the interviews, the effects of the current remuneration
system and the potential and challenges for inpatient obstetrics re-
sulting from the introduction of retention budgets were analysed. In
addition, the experts’ wishes regarding the remuneration of inpatient
care were documented. The interview guidelines used included four
topics:

1. general effects of previous remuneration in clinical obstetrics,

2. disincentives,

3. underfunding and comprehensive obstetric care,

4. reserve financing and a final section with the respondents’ desire-

doutlook3 .

The data and statements obtained in this way were summarised
and analysed using the inductive method. This allowed the entire
statements to be systematically reduced to the essential content
(Mayring 2015). In addition, a cross-question category system was
created, which was used to define terms in order to summarise the
core statements.

Discussion

The results of the interviews showed that the effects of the DRG
remuneration system are perceived by the experts in many different
ways.

The length of stay for obstetric cases is described as too short
(E01, EO2 and E03). This applies in particular to cases with a higher
degree of severity. The DRG system does not adequately reflect the
case severity (E03). Furthermore, ,[...] the DRG system [...] does not
adequately remunerate the large block of personnel costs [...]" (E03).
This includes factors such as the amount of time a midwife spends
working with a woman before a vaginal delivery (E01), the 1:1 care
required (E02) and the work of midwives on a mother and child ward
(E06). E02 describes the increasing number of medical posts, while
posts for ,[...] other staff [...]" were reduced (E02). This is justified
by the fact that the wards’ case-related surpluses are generated via
DRG remuneration and not via the nursing budget (E02). EO4 and E06
rule out a fundamental increase in case volumes. Births cannot be
planned. However, due to this circumstance, there are no plannable
services to counteract the high retention costs and the retention
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Zusammenfassung der wichtigsten Informationen

Experte 1D Organisation und Versorgungsstufe

Experte 01 E01 Freigemeinniitziger Trager mit perinatalem
Schwerpunkt

Experte 02 E02 Freigemeinniitziger Trager mit Geburtsklinik

Experte 03 E03 Freigemeinniitziger Trager mit Perinatalzen-
trum Level 1

Experte 04 E04 Stddtisches Krankenhaus mit Perinatalzen-
trum Level 1

Experte 05/06 E05/E06 | Landeskrankenhausgesellschaft, Abt. Medizin
und Qualitdt und Finanzierung

Tab. 1: Summary of the most important information on the interviews.

costs incurred in this way cannot be refinanced (E04, E06). This is
particularly challenging for level 1 perinatal centres.

In connection with the introduction of the DRG system, reference
is made to the closures of smaller maternity centres at the time (E01
and E04). However, the points mentioned are not only due to the
financing system, but also include corresponding incentives (E02,
E04). E02, EO3, EO4, EO5 and E06 consider the guarantee surcharges
to be sensible in principle. The aim is to ensure basic care for the
population in this way. Attention should be paid to providing care
for pregnant women and mothers close to where they live (E04). The
time set by the G-BA of 40 minutes by car as the journey time is
assessed differently. While EO5 sees this as ,just about reasonable’
(E05), EO4 judges it to be ,[...] generous [...] with what is expected
of the population’ (E04). According to E06, how comprehensive ob-
stetric care is defined depends on what the population wants and
reports back to politicians (E06).

The experts agree with the recommendations of the government
commission to promote the formation of centres (E01, E03, E04 and
E05). These centres offer the advantage of interdisciplinary medical
care. This avoids patient transfers to other locations (even in emer-
gencies) (E01). If specific services are required, patients will also
have to accept longer journeys (E04). The prevailing settlement and
population characteristics must be taken into account as determinan-
ts (E04). Insufficient investment funding from the federal states has
led to an investment backlog in hospitals, which means that case-
related surpluses have to be generated from DRG payments or other
revenues (E02, EO3 and E05). Construction measures or measures
relating to digitalisation are currently financed from the revenues
of other departments in the hospital (E05). As an employee of a
hospital with current new construction measures, E02 describes that
only ,[...] marginal [...]" funding is provided (E02). The current se-
paration of operating cost funding and investment funding increases

2: In the agreement on the list of hospitals pursuant to Section 9 (1a) No.
6 KHEntgG between the GKV-Spitzenverband, the Verband der Privaten
Krankenversicherung e. V. and the Deutsche Krankenhausgesellschaft e. V.
dated 30 June 2022, all hospitals that receive a guarantee supplement for
their obstetrics department, among other things, can be viewed. The sup-
plement is paid out depending on the number of departments maintained.
It can vary between EUR 400,000 and EUR 800,000 (GKV-Spitzenverband
2022).
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the economic pres-
sure on inpatient
obstetrics. In the
event of (redefined)
reserve funding, this
burden could be si-
gnificantly reduced,
particularly in the
provision of perso-
nnel and technica-

weniger zu

Finanzierungssystematik

beeinflusst werden

e Einnahmesteuerung ist in der Geburtshilfe nicht mdglich — erhdhtes Risiko
unzureichender Kostendeckung
e Erfolg der Reform steht in Abhangigkeit der Korrekturen bisheriger Fehlanreize der

e Handlungen des medizinischen Personals dirfen nicht durch monetére Anreize

Eazit:

Veranderung in der Vergiitung notwendig, um Unterfinanzierung entgegenzuwirken\
e Problematik der Fallmengenausweitung trifft auf Bereich der Geburtshilfe eher

lequipment4 E02, e . . .- - -

autp ( e Einfllhrung des Vorhaltebudgets wird zu verminderten Uberschiissen fiihren,
E03, E04 and EO05). e

weiterfiihrende Konsequenzen sollten bedacht werden

The more non- . . . . . -

lecti it e die perinatologische Versorgungsstufe muss im Verteilungsschliissel der Mittel
eective nterven adaquat berticksichtigt werden
tions are provided

within a speciality,
the higher the risk
that retention costs
will not be covered (E04). The volume of obstetric services cannot
be influenced (E04). Retention funding offers the opportunity to
better map obstetric care economically (E02, E03, EO4 and E05). The
challenges of reserve funding that may arise, particularly during its
introduction, can be summarised in the following three points:

1. the problem of staff shortages will not be avoided by the intro-
duction (E02 and E03). However, the proportion of the reserve
budget should be calculated in such a way that the staff in the
clinic is adequately utilised (E02) and the level of care is taken
into account in the calculation (E02 and E05).

2. which key is used to calculate and distribute the maintenance
budget is relevant to perinatal care (E02, E03, EO4 and E05), so
that at least the actual costs incurred are refinanced (E02).

3. the proportion of DRG revenue that is remunerated via hospital
services is to be reduced to 40%. This means that reduced, case-
related surpluses can also be expected in future. To date, the DRG
share of total hospital revenue accounts for around 75% across
all specialities. Following the introduction of a reserve budget,
existing external financing must be amortised with the help of
reduced financial resources (E03).

Fig. 1: Conclusion.

E01, EO3 and E04 express a further wish for the work of midwives
to be adequately reflected in remuneration (E01, EO3 and E04), as
this time expenditure has not yet been taken into account in DRG
remuneration in line with performance (EO1 and E03). In addition,
tariff increases should be refinanced more quickly and comprehen-
sively (E03).

Conclusion

This paper should be seen as an exploratory approach to analysing
the potential and challenges of reserve financing (see Fig. 1). Despi-
te the utmost cautious neutrality in approaching the question, limi-
ting influences on the results cannot be ruled out. The statements
of the experts are heterogeneous in places, so that even in view of
the scope of this qualitative research, no representative result can
be obtained, but at least a preliminary structuring of the questions
that may arise. This means that these assessments and tendencies
can also be valuable. Accordingly, extended fields of research could
be opened up that can be used for further research. It should also be
noted that the Government Commission’s proposal had not yet been

concretised at the time of writing.

According to the experts, there is a consensus regarding the need
for a change in the remuneration of inpatient services. The underfun-
ding of maternity clinics perceived by the experts is partly due to the
current financing system. This is the reason for the current health
policy legislative initiative. The scope and impact of the reform will
depend on whether the disincentives of flat-rate payments per case
that have been identified to date can be corrected in accordance
with the DRG classification (Schreydgg 2020). Financing in the con-
text of retention costs, especially for specialist areas with a high
proportion of unplannable cases, as is the case in obstetrics, is more
than challenging.

The possibility of hospitals controlling their income accordingly
is rather limited and there is a high risk that obstetric hospitals will
not be able to cover their costs sufficiently. Hospitals are currently
compensating for such inadequate remuneration and financing by
increasing the number of cases, among other things. An increase
in the number of cases is less of a problem in obstetrics from a
health policy perspective that is geared towards conserving scarce
resources. In order to ensure the safety and well-being of mother
and child, aspects of the quality of care should also be considered.
Medical staff should not be induced to behave in a certain way by
monetary incentives.

In principle, the plan to introduce a proportion of the costs of
care to be financed for essential services in order to relieve the eco-
nomic burden on hospitals can be supported. The approach of taking
into account different levels of perinatological care and providing
for minimum structural requirements for the distribution of financial
resources seems to be heading in the right direction. The guarantee
surcharges that have been paid to date, which were introduced as
part of the Hospital Structure Act, can be seen as an anticipation

3: In order to check the comprehensibility and completeness of the interview
guide, a trial interview was conducted in advance (Ddring/Bortz 2016)

4: With regard to a three-shift system, at least three midwives, one paedia-
trician in the neonatal intensive care unit, one nurse in neonatology, two
anaesthesiology specialists, one nurse in anaesthesia, two nurses in the
operating theatre, one assistant doctor responsible for the delivery room
with advanced training and one senior obstetrician must be present per
shift in a level 1 perinatal centre (E04).
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of the financing of maintenance costs, which should be embedded
in the new requlatory framework in future. The fact that the pro-
portion from which hospitals can generate case-related surpluses
will be reduced by the introduction of the retention budget will not
only affect obstetrics wards in future, but also other hospital service
areas. This means that hospitals will tend to have less room for ma-
noeuvre, which could lead to resentment about the reduced degree
of freedom. <<
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