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1. Scope of the issue 

The Hungarian health care system is in a permanent crossfire by the patient and 
the professionals, and also by the politicians. The criticism is in the front line of 
the first groups’ voice, while the politicians run a reform rooted in the mid-
eighties that has lead to weak results. There are huge zigzags in the goals and 
main elements of the reform because of the lack of negotiation on the future 
responsibility of the state in the Hungarian health care. 

In the history of the Hungarian health care reform, economists had a leading 
position: most problems were communicated to the public, as the problem of 
the budget. The main message seemed to be to lessen the costs, but a really cost 
saving health service system hasn’t been set up. Because of the budgetary led 
changes, the service infrastructure, the service content, the long-term invest-
ment into the health of the people remained in the background and in spite of 
legislative and budgetary reform steps a huge proportion of the system is 
working similarly to the mid-eighties. 

The term “reform” has become increasingly popular during the last few years. 
In spite of the wide use of this concept, there is no consistent and universally 
accepted definition of what constitutes a health sector reform. In some cases, 
national policy-makers and politicians have sought to magnify small changes 
by labeling them “reforms”. It is useful to distinguish structural reforms from 
incremental changes. The introduction of new technologies in diagnostics, the 
use of new pharmaceutical products, the regular supervision of the professional 
guidelines is not a reform. In my regard, the continuous modernization is es-
sential (and incremental) in health sciences and in the practice, but this is not a 
reform. When some say, that “only” much more money, new equipment, higher 
level of comfort is needed, they deny the necessity of the reform, they just nar-
row the existing problems to a modernization agenda. In my opinion the reform 
is a change, which turns the immanent logic of aimed system elements. The 
new logic and the concerning practice may lead to a quicker modernization and 
a self-remedy of the system errors.  
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The pillars of a reform are the changing health policies and the institutions 
through which these are implemented. The institutions, the organizational 
structures and the management system should be changed; the redefinition of 
policy objectives alone is not enough. Thus, health care reform is concerned 
with “defining priorities, refining policies and reforming the institutions 
through which those policies are implemented”1.  

Beyond the traditional roles of the legislation, the “reform acts” may have two 
basic functions concerning the definition: making the painful changes inevita-
ble, and clarifying the changed state position in the health care area.  

In spite of the lack of a real reform, very important modernization steps have 
been introduced to improve the Hungarian health care system since the early 
‘90s and some sub-areas of the health care system have been reformed. These 
reforms have often endeavored to bring best practice, for example through the 
introduction of social insurance principles, mixed public and private owner-
ship, separation of payment and control, increased management autonomy and 
the rationalization of primary care services. Nevertheless, due mainly to im-
plementation difficulties, achievements of these steps are inconsistent, and now 
we are at the starting-point of a new phase of the health care service accession: 
the reform of the compulsory social security health insurance system. 

Most studies of the Hungarian health care reform present a management and 
financing reform. There are some studies on health policy and public health 
issues. In the recent years the patient-physician connection is also on the table. 
The structural, administrative and legal analysis is rare, the implementation 
efficiency is practically not examined, and the application is not supervised. In 
a long-term thinking it would be necessary to have a stabile, fair and applicable 
legal background for the better outcome of the health sector. For these purposes 
it can be useful to compare the aims, the legal instruments and the practical 
implementation. With regard to the complexity of the issue in the study I will 
focus on the legislative and other regulative measures of the health care mod-
ernization and reform, and don’t pay attention to the practical health practice 
issues, public health challenges, the daily management problems, the profes-
sional education of personnel, or the detailed financing and paying problems 
and the potential European financial resources of development. I try giving a 
retrospective blueprint of the reform steps introduced seventeen-twenty years 
ago, and try to analyze the importance of the changes, the supporting measures 
and the obstacles, the positive elements and the unsuccessful points. 

                                                 
1  Cassels, A: Health sector reform: key issues in less developed countries, Geneva, World 

Health Organization, 1995 (document WHO/SHS/NHP/95.4) 
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2. Starting point of the health care reform – 1989 

2.1. Legislation 

In Hungary, the Constitution2 declares the right of everybody living in the terri-
tory of Hungary “to the highest possible level of physical and mental health.3” 
In addition and for the practical realization of it, citizens have a right to social 
security, which involves an entitlement to benefits guaranteeing income for old 
people, widows, orphans and unemployed who lost their jobs due to reasons 
other than their own fault, or in the event of ill health and disability4. The state 
satisfies this obligation through social security and social institutions5. The 
Constitution sets a task for the Government to define the public system of so-
cial and health care, and to secure funding for these services6. The right to 
health as a constitutional right was declared in 19897. The former text declared 
the “right to the protection of citizens’ life, physical integrity and health8” and 
the state was responsible for organizing the health institutions and the health 
care system. It’s only a general misunderstanding that the right to highest pos-
sible level of health is a residue of the socialist health care system, on the con-
trary: it is the result of the changed attitude on constitutional rights, and one of 
the transformed norms when preparing the transformation of the whole political 
regime.  

The health sector regulation stood mostly on a decree base; the majority of the 
professional rules were issued in direct orders and by-laws. There were almost 
300 acts and decrees and hundreds of orders. It is a controversial phenomenon, 
that the physicians knew these professional by-laws and orders better, than the 
legislative instruments now. The professional, ministerial documents were ac-
cepted and followed voluntarily, while today the legal instruments don’t even 
reach physically the physicians or the hospital wards, they stop in the offices of 
the management. So the better and more democratic legislation now is, it is not 
so effective for the health professionals, than it was in the former regime. 

The Health Act9 was the basic document of the health care system, declaring 
the free service to the Hungarian citizens.10 The basic success of the act was in 
1972, when this legislation introduced the total coverage of citizens by health 

                                                 
2  Act 20 of 1949 
3  Section 70/D Paragraph (1) 
4  Section 70/E Paragraph (1) 
5  Section 70/E Paragraph (2) 
6  Section 35 Paragraph (1) subparagraph g) 
7  Act 31 of 1989 Section 34 
8  Act 20 of 1949 Section 57 – in force until October 23, 1989 
9  Act 2 of 1972 – in force until July 1, 1988 
10  Act 2 of 1972, Section 25 
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care.11 The scope of the Social Insurance Act12 is the subsidy system (maternal 
subsidies, sick-allowances, pensions) and the regulation of the contributions. 
The health services were not under the scope of the social insurance, they got 
into it in the middle of the first governmental cycle of transition in 1992, when 
health services became (theoretically) insurance-based services.13  

The most impressive and effective change of 1989 is the gate opening for pri-
vate health enterprises. The health sector – officially – was totally state pos-
sessed and state run. Two elements were overflowing the totality of the state: 
the part-time minimal private outpatient services of specialists14 and the illegal 
private praxis in the state hospital financed by the gratitude.15 The essence of 
the new regulation was, that the health enterprises could start to work without 
state ownership or public service employees. This legislation wanted to inspire 
the individual physicians to work in the out-patient sector as micro (individual) 
enterprise, but the legislation had a much broader sense: on the basis of it any 
types of investments could be put into the health sector, any kind of privatiza-
tion was possible, private hospitals and diagnostic centers could be founded – 
as it really happened in the following years. This legislation and the private 
initiatives introduced several unknown or unused ideas in the health providers’ 
terminology, like fee for service, price of the device, competition of providers, 
patient satisfaction. In my opinion this order was a really important reform step 
in full harmony with the planned political and economical changes of the re-
gime. This order was frequently applied, while the prior mentioned constitu-
tional changes were not echoed by the people or by the professionals. 

                                                 
11  There is an existing view, that this step was immature, and if the state had counted the costs 

of the free care, it couldn’t have afforded it, because a big number of citizens – with poor 
health – had been taken into the general coverage: the agricultural population. The general 
access, the free care and the high quality cares were impossible to be fulfilled, and the slow 
bankruptcy process of the system started. 

12  Act 2 of 1975 
13  Act 2 of 1975 Section 15 – enactment by the Act 9 of 1992, Section 4 
14  This activity was registered and controlled by the state and needed a certificate to start. The 

first legislation of acceptance of such an activity was the 5950/1962 (Official Health Journal 
No. 23) Ministerial Order, then – as an executive order of the Health Act Section 81 – the 
11/1972 Ministerial Decree of the Minister of Health on the Ordinance for Physicians. Par-
allel to the governmental order on the private praxis the supervision of this „afternoon private 
praxis” regulation was passed and the 30/1989 Ministerial Decree of the Minister of Social 
and Health Affairs was issued. The 69/2002 Governmental Decree repealed it, when the uni-
form regulation of the health care providers stepped in force. 

15  Legally it was expressively forbidden, but generally accepted. The prohibition rule hanged 
on the walls of the hospitals and policlinics, but the ineffectiveness of this warning was the 
issue of jokes. – Act 2 of 1972, Section 75 Paragraph (2) 
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2.2. Actual situation before the socio-economic changes 

Examining the reform process it is useful to have an overview of the main 
characteristics of the Hungarian health care system in the late ‘80s. This could 
be the base line for the later comparison to the changed elements. The list also 
reflects on the main problems of the system clarified by the reform committee 
of the health ministry in 1988-1989. 

a) Health care and health insurance care is not divided; health care is an 
integrated part of the socialist state sectors. Each citizen is covered by 
full service of health care; everyone gets (theoretically) everything. 
Equity and equality of access is the part of the political communication, 
but the “VIP” elite enjoys extra privileges without plus contribution16. 

c) State owned and directed, hospital focused system, health is social good 
for the citizens. 

d) Weakness of prevention and healthy lifestyle actions; „in-patient ori-
entation” of the actors, health sector is dominated by curing doctors; 
health is the responsibility of the health care system. 

e) Health care is cheap (officially free), medicine and devices are cheap 
for patients, but the choice of these products is poor. Newest and high-
tech technology is not affordable for the state. 

f) Money under the table for compensating the law income of the doctors 
and buying individual, private services in the state institutions.17 

g) In-patient over-capacity, outpatient capacity is not satisfactory (ine-
qualities, queuing, quality assurance problems), low prestige of the 
GPs.18 Health sector has a strong social function, in-patient health care 

                                                 
16  The „state health certificate” entitled the state and governmental leaders, the middle and high 

leadership of the party and its youth organization and their employees, the senior civil ser-
vants, the journalists and the possessors of state honors to avoid the compulsory referral sys-
tem and take the health care services in the Central State Hospital („Kútvölgyi”). The pay-
ment of the hospital was twice as much than the average to other facilities not only in the 
’80s, but also in the reformed payment regime until 1996. 

17  Money under the table is called „gratitude money” or „parasolventia”, which is a euphemistic 
name of this tip. The 1972 health law literally prohibited it in the state health sector, but it 
was tolerated without any sanctioning (before the introduction of the individual income tax, 
it was a plus income accompanied by moral doom, but it wasn’t a hidden income followed by 
a tax evasion). See also: Ádám György: Az orvosi hálapénz Magyarországon, Magvető 
Könyvkiadó, Budapest, 1986, Hálapénzbizottság: Jelentés az orvosi hálapénzről, Helyzet-
elemzés és következtetések; Springer Orvosi Kiadó Kft., Budapest, 2000 

18  Many GPs got into their panel from hospitals, where they had professional or ethical prob-
lems, or committed „malpractice” and its sanction was the „exile” to the small village areas. 
The GPs didn’t need to have a specialty board exam, so their general knowledge was lower 
than those in the hospital services. For this reason they belonged to a lower caste among the 
physicians. 
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facilities substitute the shortage of long-term care and institutional care 
for aged and poor. 

h) Shortage of health professionals in some areas (the non-gratitude spe-
cialties), plenty of them at others, part-time private practice of the clini-
cians. 

i) Lack of home-care capacity, the basic nursing, help and it is not solved 
to care the aged, sick, single in their homes. This shortage in social care 
functions is not really substituted by the hospitals, because the chronic 
and long-term care is not preferred by the professionals, so “social indi-
cation” patients are laying on the active (internal medicine) capacity.19 

j) Control mechanisms (professional performance and insurance) are 
weak; the direct state command system doesn’t need neither an inde-
pendent control authority nor a state guided “self-control” mecha-
nism.20 

2.3. Perspective of the reforms 

“Equity” or “equality of access” would be the overwhelming response if Euro-
pean legislators and businessmen were to be asked for their characterization of 
the important values of the health care system. This is an approach, which can 
readily be identified in government policy statements across Europe. The im-
portant issue, however, is that there is a principle that the poor, disadvantaged 
and chronically sick should not be financially ruined or socially excluded from 
health care because of their life circumstances, and that this is accepted by so-
ciety. As always, there are differences between principle and practice as evi-
denced by the increasing recognition of European governments that they have 
to tackle the issues of widening inequalities in health care. In the socialist 
countries “equality of access” was declared, but the clear inequalities were not 
confessed. At the same time the “equality in poverty” was the basic character-
istic of the public health care system, and the politically VIPs and the black-
market consuming rich ones stepped out from the solidarity based uniform 
pubic health services. The real equity and equality is not only constitutional 
right in the health accession, but also a practical problem of the structure of the 
institutions, the quality of the care offered in the institutions and at the cost-
                                                 
19  The poor social infrastructure still has a pressure on the health care facilities to accept the 

people only with nursing needs in hospitals, but the financial burden of cost-effective care is 
stronger now to resist.  

20  The theoretical existence of civil liability for professional misconduct, the lack of the claims 
for damages also led to weak control, in which only the most extreme or severe cases were 
examined and sanctioned by the authorities. In the early ’90s a relatively big number of 
criminal cases was raised. The number declined gradually when the civil cases appeared in 
front of the courts, and the patients preferred their personal compensation to the official 
sanctioning by the authorities. 
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sharing mechanisms among the consumers of health care. The hypothesis, that 
health care is a social good, and is accessible without time, cost or other limita-
tions cannot be maintained any more. Some people say, that the solidarity is 
weakened after the socio-economic changes, and rich ones don’t show solidar-
ity any more with those who are in need. On the other side a big number of 
free-riders live on the solidarity of the insurance premium payers. A huge 
challenge for the decision-makers is to find a good and acceptable balance be-
tween solidarity and the fulfilling of extra personal needs. 

At the opposite extreme of the social good concept, there is the view that health 
care is essentially a private consumption good for which the individual is re-
sponsible, because many if not most modern diseases are rooted somehow in 
the individual’s behavior. The doctrine of personal responsibility for one’s own 
health has always been present, but it has taken a higher profile in recent years 
as the pressure on health care resources has increased; and the attention has 
been focused much more on prevention being a more effective and less costly 
approach, than cure is. This is now stated clearly and specifically in govern-
ment publications on health strategy and public health across Europe. Poverty 
and unhealthy lifestyle is in a close connection. Other than information and 
education, help and motivation to change could lead to the deepening of the 
gap between the lower social classes and the rich. The sanctioning legislation is 
not realistic in the countries in transition. 

3. Socioeconomic changes and reforms 
of the health care 1989-2007 

Countries have developed a wide variety of strategies for policy intervention at 
different levels of the health care system. Across Europe four integrating 
themes can be observed as instruments of the reform objectives21. The four are 
as it follows: 

• The changing roles of the state and the market in the health care; 
• Decentralization to the lower levels of the public sector or to the private 

sector; 
• Greater choice and empowerment of patients; 
• The evolving role of public health. 

                                                 
21  Saltman, Richard B and Figueras, Josep: European Health Care Reform: Analysis of Current 

Strategies; World Health Organization Regional Office for Europe, Copenhagen, 1997 
(WHO Regional Publications European Series, No.72, p:39. 
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The Hungarian reform could also be analyzed from these aspects, but taking 
into consideration the hot points of political discussions, I follow a bit different, 
structural, five-element analysis and don’t pay too much attention to the pres-
sure of health trends, ageing, mortality and morbidity challenge in Hungary. 
None the less it is one of the strongest constraints of the long-term reform vi-
sion. 

3.1. The five branches of reform:  

It is hard to make a systematization of the reform steps, because so many ele-
ments are mixed in it, and so many external effects, interests and circumstances 
influenced the health care reform agenda. The next keystones reflect the politi-
cal, socio-economical changes, the pressure of the international health policy 
trends, the main problems and tension in our system and the repeatedly raised 
questions and advise of the national and international experts22.  

3.1.1. Social security 

The free health care, total access and state guaranteed high quality were the 
three principles of the socialist health care. However, it was clear, that the three 
together are impossible to be maintained, this false belief still exists among the 
people. Some try to explain the text of the present Constitution (right to possi-
ble highest level of health) in the way that it means the free access to the total-
ity of highest level services. As we mentioned before, the separation of the 
Insurance Funds was one of the first steps of the economic changes, and the 
social security health system was put on a compulsory insurance pillar, with 
special contribution (1992). The insurance package (the health plan of the citi-
zens in the framework of the compulsory insurance) was defined, and the direct 
state financing was reduced to the public health issues. From 1992 the health 
services are not free of charge, but the great majority of the services are cov-
ered by a 100 percent third party payment – the Health Insurance Fund.23 How-
ever, the legislation opens a broad door for the introduction of co-payment, the 
raising personal expenditure is seen only on the pharmacy bills. As a result the 
people (and sometimes also the decision makers) don’t make a difference be-
tween the health care sector as a whole and the health insurance sector. The 
health insurance sector covers 90-95% of the health sector, and the most costly 
services are not available in the private health arena. 

                                                 
22  Representing international professional and economic organizations, e.g. the World Bank, 

the IMF, the OECD, the Council of Europe, the WHO, European Union 
23  One of the biggest problems with the acceptance of the reforms is that people don’t feel, that 

the contribution is their targeted money for the health care, and they don’t know the costs and 
the prices of the health care services. 
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From the mid ‘90s the main slogan of the social security reform is “growing 
into real insurance system”. The revision of the insurance plan, the detailed 
regulation of the insurance covered services, the role of the co-payment and 
patient-insurance administration connection has been debated for more than a 
decade now. The Bokros’ consolidation package led to the revision of the 
plans, and the insurance coverage was narrowed. The occupational health ser-
vices are not paid by the Insurance Fund, the recuperation service coverage was 
narrowed drastically – and this regulation still exists. The co-payment for the 
dental care has been partially withdrawn24, and the regulation of the symbolic 
co-payment to the ambulance-transportation was repealed because too much 
administration, too strong resistance and too small income was the one-year 
experience.25 

The next revision of the plans was due to the new health act and the new social 
security health insurance act in 1997. At this time a systematization, a clearer 
separation of the state financed, insurance financed, and third party financed 
and consumer paid services has been done, but nothing changed. Some clarifi-
cation of the luxury service (or comfort service) co-payment was also added to 
the legislation, but the next milestone of the revision was the year 2007. The 
appointment fee and the daily in-patient contribution26 is a compulsory, general 
co-payment, which reminds the insured patient, that health care is not free. 

The possibility of voluntary supplementary health insurance is also open to 
people. For-profit forms and voluntary “mutual health insurance” enterprises 
exist. These are not too popular for two reasons: on the one hand people’s 
health awareness and the recognition of the importance of the supplementary 
health savings is weak. On the other side uncontrolled full coverage of the big 
majority of possible care doesn’t leave services to be offered beyond the com-
pulsory system.27 
                                                 
24  On the rough estimate (the yearly statistical report system response-rate) 70% of the dental 

care is provided by private, not insurance contracted dentist’s offices. Emergency and youth 
health care remained free of charge in the contracted offices. Thus the co-payment didn’t 
have a real big effect on the consumers, but this became an emblematic point of political de-
bates. Ministerial decree: 21/1995. (VI. 17.) NM rendelet “a biztosítottak által térítésmente-
sen igénybe vehető fogorvosi ellátásokról” and the changed service package in the ministe-
rial decree: 48/1997. (XII. 17.) NM rendelet „a kötelező egészségbiztosítás keretében igény-
be vehető fogászati ellátásról” 

25  100 HUF per transportation case fee was introduced by the governmental decree: 69/1995. 
(VI.17) Korm. rendelet, Section 1 Paragraph (2) for the execution of the social security act 
and the modification of its executive decree  

26  300 HUF per appointment or per day with a maximum of 6000 HUF per a year and reduction 
and exempts for those in social or severe health need. Act 83 of 1997, Section 10 and its ex-
ecutive decrees 

27  Some opinions give a third point of view: the money under the table is cheaper to by the 
extras than to pay the supplementary insurance fee and following the rules of that contract. 
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The other change is the narrowed service package28: some services were put 
into the direct governmental responsibility (e.g. the death detection and pathol-
ogy issues). Some services were excluded from the common risk management 
of the social security; it is not covered by the solidarity of the clients of the 
national, compulsory health insurance (risk) community. The exclusion could 
be much fairer, if the alternative payment channels and the people were pre-
pared to this change. The extreme sports represent a kind of personal responsi-
bility for the dangerous activities. The injuries and hurts originated in connec-
tion with the extreme sport activity is not in the coverage any more, so the tar-
geted sportsmen must save the medical costs or conclude a private insurance 
contract. 

The supervision of the service package set up an entitlement to the basic care 
services, like the life saving and emergency services, the care of the pregnant 
women, newborn babies. When providing the services in these cases, the pro-
vider doesn’t check the validity of the insurance card before the needed imme-
diate interventions. In the other cases – before the medical intervention – the 
existence of the insurance coverage is controlled and if it is not valid the patient 
cannot be treated on a social security basis. Without a valid insurance card the 
patient has to pay the (market) price of the service. Theoretically the legislation 
hasn’t introduced a new entitlement or process. The legislation is rather a clari-
fication of the not questioned basic treatment situations. But on the other hand 
this is a revolutionary reform step forward for serving as an effective instru-
ment to catch the free-riders of the social security system. The income related 
compulsory contribution has been in force for decades, but after the socio-eco-
nomic changes it hasn’t operated well. The growing number of the self-em-
ployed, the weak control mechanisms have let an open space for the contribu-
tion (and tax) evasion. It is not the legislation, “only” the executive measures to 
make the law operate, this is the core element in rebalancing the Health Insur-
ance Fund and strengthening its insurance character. 

The next step, the involvement of the private health insurance companies into 
the social security health insurance is still not finally decided, but needs a brand 
new legislation of the insurance system. 

                                                 
28  Act 115 of 2006, modifying the Act 83 of 1997 
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3.1.2. Ownership, decentralization, local government 

3.1.2.1. Ownership – privatization 

Hospitals are primary owned by local governments29, and secondly by the state, 
on behalf of which the Ministry of Health exercises the ownership rights over 
university clinical departments and national institutes. In Hungary a large num-
ber of hospitals are run by churches, foundations and private owners, although 
the bed volume in such hospitals is low. 

As part of the overall political transformation, the system of public administra-
tion was greatly decentralized during the 1990s and the coordinating function 
of the county governments was eliminated. Local governments were given 
responsibility for the development of their own healthcare infrastructure and 
hospitals (among other state-owned assets) were transferred to them (municipal 
and county). As a result, significant duplication and excess capacities have 
become more prevalent, while available financial resources to operate existing 
physical capacities have declined. 

Financially, hospitals were exposed to an imbalance between the large catch-
ment areas (panels) they were meant to serve and the often very small commu-
nities to which they belonged. Local governments without specialty health care 
services didn’t pay any contribution to the running and development costs of 
the panel hospital, however, the possessors of the panel hospital didn’t have 
any targeted resources (e.g. from the central budget) for this purpose. A num-
ber of hospitals were unable to meet the demands without generating large 
deficits. Part of the responsibility for these deficits lies with the local govern-
ments, who as owners, failed to exercise effective control over their hospitals 
and were unable to finance the deficits themselves, but simultaneously refused 
to give up ownership and control.30 As a result, the central government has 
been placed in the position of bailing out the hospitals or letting them go bank-
rupt. Understandably, the former option was taken, but this has generated a 
serious moral hazard problem.31 

Legal provisions allowing private services (also corporate forms) to operate 
have been in place since 1990 and, most notably, private provision is now used 
in a significant share of outpatient care. Contracts set up by the National Health 

                                                 
29  85 % of the institutions belong to this category. Local governments organize their institutions 

into one, integrated system, so the „hospital” means the local policlinics and other outpatient 
specialty centers as well. 

30  Local governments can’t afford to employ a skilled health administration staff. State control 
mechanisms are weak, and the autonomy of the local governments limit the intervention 
rights of the authorities or the central government. 

31  Eva Orosz and Andrew Burns: The Healthcare System In Hungary, Economics Department 
Working Papers No. 241, ECO/WKP (2000)14, on-line: www.oecd.org/eco/eco 
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Insurance Fund Administration (NHIFA) involve a number of private service 
providers: family doctors; suppliers of outpatient equipment and office spaces; 
pharmacies; and specialized medical providers, notably providers of magnetic 
resonance imaging and kidney dialysis. The presence of these private providers 
has contributed to increases in the amount of non-subsidized private spending 
on health. Figures for 2002 suggest about half the total outpatient spending was 
either in this form of health spending or in co-payments for subsidized drugs or 
“gratitude money”.32 

Privatization is the ultimate form of decentralization, in that is intended to re-
place direct public authority over decision making with corporate firms. The 
market incentives for greater efficiency and higher quality of the management 
of the care providers can be the benefit of privatization. However, the disad-
vantages of privatization are also considerable. The required financial return 
(which is consistent with the market economy) pressures the owners to aban-
don the social character of health services to intentionally discriminating 
against sick and vulnerable groups, who require care. In the first stage of the 
Hungarian reform this questions were simplified: there was no need for in-
vestment or capital to become a health care micro-enterprise, because the gov-
ernmental motivation of privatization aimed the so-called “functional” privati-
zation33. The GP system started the privatization with this type of operation 
contract, they didn’t need return of investment, because they didn’t have in-
vestments into the praxis, but they could easily raise their personal income, 
through the self-employment income and tax regulations.34 The Hungarian 
Medical Chamber issued several declarations in which they emphasized that 
the micro-enterprises of the physicians or the self-employed physician (with the 
office and the devices and total decision-making entitlement in this praxis and 
employer role in relation with the assistance) is “not a privatization”, because 
the personal profit is so small. Their opposition is focused against the privati-
zation of the outpatient centers35 and hospitals, based on the profitability of the 
institutions where the physicians would be employees. 

                                                 
32  Alessandro Goglio: In Search of Efficiency: Improving Health Care in Hungary, OECD 

Economics Department Study, ECO/WKP(2005)33, on-line: www.olis.oecd.org/olis/ 
/2005doc.nsf/43bb6130e5e86e5fc12569fa005d004c/ec8ea95dbb23cbbdc1257091002c937e/$
FILE/JT00190576.PDF 

33  There is no legal or economic definition of this expression, which covers the contract of 
operation. The state or the local government possesses the real estate and the medical de-
vices, and this is the infrastructure on which the physician operates the public (and additional 
private) health service. 

34  The tax-tricks were plainly promoted and examined for the GPs in the professional media 
also by the mid-level senior management of the health administration. See: Andréka Bertalan: 
A háziorvosi vállalkozás előnyei; Lege Artis Medicinae, LAM Melléklet, 1992. November 

35  Policlinic type centers where numerous specialties work under the coordinative management. 
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After the 1989 gate-opener governmental decree no further steps were taken to 
regulate the privatization of the service providers.36 General rules operated in 
the sector sometimes with a lot of problems because of the differing interpreta-
tions. The two forms of privatization in the Hungarian health care are the fol-
lowing: private health providers conclude a contract with the NHIFA to pro-
vide public services, and optionally conclude a contract with the local govern-
ment for providing the services, which are in the responsibility of the local 
government. The other form is the real privatization, when a former public 
owned and run institution changes to an enterprise. The big majority of the 
buildings, devices, real estates remained in the ownership of the local govern-
ments, the transformation was limited to the operation and the management. 
The health care property belongs to the limited negotiable possess category, 
which in a different interpretation is understood as not negotiable, or “only for 
health care use.” This misunderstanding is also an obstacle of the privatization 
and needs some future clarification.37 

The privatization in the ‘90s was not only an option for the physicians and the 
investors, but also a need for the institutions. From the mid ‘90s the growing 
deficit of the health care providers alarmed the governments to input more fi-
nancial resources to sustain the system. The state budget was not able to ensure 
the resources, so the government tended to get the cover from the private sec-
tor, from investors. From the point of ownership and of the contracts of pro-
viding public services the “first capacity act38” was not discriminative for pri-
vate providers, the Health Act (1997) and the Health Insurance Act (1997) is 
expressively neutral in this sense. Thus the spontaneous privatization became 
widespread: handbooks, manager information were published, postgraduate 
trainings started for the privatizing doctors. In 2000 the “theoretical value of 
the praxis” was given (free of charge) to the GPs in the form of “entitlement of 
panel operation”.39 After a three-year preparation in 2001 the first “act on in-
stitutions” entered into force40, regulating the privatization, the role of the pri-
vate providers in the health sector and regulating the forms of self-employment. 
Some points were in a strong crossfire in this act, so – keeping the majority of 
the former regulation – in the next governmental cycle a new act41 was voted 

                                                 
36  The privatization of the pharmacies started in 1994, and the pharmacies were privatized and 

given to pharmacists working there at the time of the privatization. The pharmacy is not only 
a health institution; it is also a unit of commerce.  

37  Kereszty Éva Dr.: A helyi önkormányzatok és az egészségügyi szolgáltatók kapcsolata, Ma-
gyar Közigazgatás, 1999. November, XLIX évf. 11 szám, pp: 609-630 

38  Act No. 63 of 1995 on the normative measure of compulsory panel health care 
39  Act No 2 of 2000 on individual medical praxis 
40  Act No 107 of 2001 on public health care service providing and the labor contract forms in 

the health sector 
41  Act 43 of 2003 on the health care providers 
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for the purpose of introducing new types of operational forms, already existing 
in other fields of the economy (corporate forms) in order to modernize the 
health care system. The Institutional Act introduced the concept of public 
health services (health service partly or fully financed by the budget), estab-
lished rules for the organization of public health services, determined the con-
ditions under which health service providers can provide public health services, 
and also defined responsibility for the organization for public health services. 
The act also provides that local governments may satisfy their obligation to 
provide health services not only by operating their own health institution, but 
also through contracts (health service contract), and defined the rules of such 
contracts, too. The Constitutional Court declared this act anti-constitutional for 
formal reasons, and annulled it, but did not examine the contents of the act at 
all. The Ministry intended to cover the key elements of the regulations con-
tained in the Institutional Act in other legal regulations on a lower legislative 
level.42 

The State Audit Office (SAO) examined the privatization process in the health 
sector in 2005; the report underlined the lack of legislation and the unreason-
able political talk on this issue43. In the recent months some politicians ques-
tioned the privatization. Whatever legislation is to be prepared, the decision 
makers must face the fact, that the Hungarian public health service system is 
based on a mixed ownership and in several fields the private sector ensures the 
majority of the care. The proportion of the public services provided by pri-
vate/corporate health care institutions in 2005 is presented in the next table 
[Table 1]44: 

                                                 
42  Health and Social Services in Hungary, 2004- the year of the change (Ministry of Health, 

Social and Family Affairs), Ministry of Health, Social and Family Affairs, Budapest, 2004, 
on-line: www .eum.hu/index.php? akt_menu=3511 

43  Állami Számvevőszék: Jelentés az egészségügyi szakellátások privatizációjának ellenőrzésé-
ről, 2006. május (No.:0609), on-line: www .asz.hu/ASZ/jeltar.nsf/0/ 

44  Source of data: SAO report No. 0609 
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Table 1 

The rate of public services provided by private/corporate 
institutions (2005) by payment contracts of the NHIFA45 

Service type Proportion of private/corporate provider (%) 
GP service 85 

Dentistry 91 

Patient transport 47 

CT/MRI diagnostics 28,3 

Professional nursing home care 93 

Out-patient specialty services at all 14,3 

In-patient specialty services at all 4,6 

3.1.2.2. Decentralization 

Decentralization is a central tenet of the health sector reform in many European 
countries. It is seen as an effective measure to stimulate improvements in ser-
vice delivery, to ensure better allocation of resources (according to the needs), 
to involve the community in priority setting, and to facilitate the reduction of 
inequalities in health. Decentralization is attractive because it is difficult for the 
central administration to be close enough to the users and address appropriate 
and sensitive responses to the local preferences. In almost every country, the 
same drawbacks of the centralized systems had been identified: poor effi-
ciency, slowness of change and innovation, lack of responsiveness to local 
changes in health and health care needs. The suspect of political manipulation 
in the centralized systems is also experienced as a cause of concern.  

On the other side the autonomy of the local governments may result in the ne-
glecting of the mainstream plans and steps of centrally initiated reforms and 
may lead to a kind of political resistance opposing the new initiatives. In the 
Hungarian experience these negative effects have also been detected. The 
economy incentives (performance related payment system), the limitation of 
working hours, the introduction of some quality standards could not press the 
local governments to voluntarily change the structure and profile of the care 
system and to cooperate with each other on a long-term contractual basis. They 
preferred lobbying for central budget subsidies and the postponing of the effect 
of the legal standards.46 

                                                 
45  The operating contracts between the institution and the private provider to run one unit of the 

institution are not listed here, for its status in relation to the NHIFA is one of a subcontractor. 
A big proportion of the laboratory diagnostics and the cytopathology are run by these sub-
contractors. 

46  They were successful with their lobbying: repeated „consolidation programs” save the hospi-
tals and their owners from bankruptcy and the ministerial decree on the minimum require-
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Achieving equality of public services throughout the country is one of the most 
important objectives in expanding central governments’ powers. The regula-
tions, specific and general grants (and the close future European Union re-
sources of development projects) are used to reallocate the resources geo-
graphically, which conflicts the local interests.47 In the Hungarian system the 
local governments are legally equal, but county governments have more re-
sponsibilities for organizing the full spectrum of specialty health services, than 
the municipal level. The latter is responsible only for the primary care to be 
ensured, but the maintenance of anything more is voluntarily undertaken. The 
share of the responsibility, the ultimate decision making in debated questions in 
not clear, the local prestige fights and political bargaining overwrite the health 
sector rationality. Central governments have increasingly tended to place re-
strictions on local governments. These restrictions couldn’t be effective enough 
without the modification of the Act on Local Governments48, which is almost 
impossible concerning the lack of the consensus of parliamentary political par-
ties and the need of 2/3 majority votes.  

Analyzing the trends after the political changes we see a swing in the decen-
tralization and re-centralization of the decision-making. Similar trends are seen 
in the governmental sector and civil sector relation. The involvement and par-
ticipation of the NGOs, professional associations, chambers, the controlling 
and bodies in the health sector governing is permanently changed, their com-
petency is disputed, their position in the system is not fixed. Most of them are 
dependent from the state budget subsidies. Their role and competence is more 
or less only a declaration in the Acts, but don’t have an enforcement instru-
ment. The central government’s responsibility and full authority in the deci-
sion-making is not limited by the civil participation or the democratic consul-
tation before. The Constitutional Court also declared this principle in a health 
legislation case.49 

The third element of the decentralization is the intra-governmental authority 
sharing, which has also been swinging. The autonomy of the Health Insurance 
Fund never has become reality in the financial sense and the shared authorities 
between the government and the self-governing body of the Funds were also 

                                                                                                                       
ments of health care providers (first issued in 1996) is not fully operating in the public 
(owned) health sector – which is a strange example of the discrimination between public and 
private property. 

47  The most tensioned conflict of interest in this area is that the structural over-capacity and 
over-representation of human resources of the Budapest capitol health care system should be 
redirected to the countryside, and the volume of health care consuming per person in the 
capitol should be drastically cut. 

48  Act No. 65 of 1990 
49  Resolution No. 29/2006 (21st/06) on the Act 2 of 2000 on individual medical praxis 
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temporary. From 1999 a strong, direct subordination of the NHIFA has been 
effected. There is a political competition on the ministerial level for the super-
visory authorities between the ministry of health and the ministry of finance. 
The doubled supervision system led to weak control over the NHIFA, which 
has not changed in the last months by the establishment50 of a governmental 
office, the Health Insurance Supervisory Body.51 

In the state administration one of the leading principles is not to keep authori-
ties for the minister in individual administrative cases. In the health sector the 
general authority is the National Public Health and Chief Medical Officer’s 
Office, but several authorities manage the drug registration, the registration of 
the professionals, the ethical supervision of clinical trials, etc. After a step by 
step decentralization a re-centralization is recently experienced, when some 
decisions are redirected to the minister, recalling the memories of direct state 
intervention and command system instead of legislative governance. Parallel to 
these, the de-concentration of the system is reshaped, the regional level takes 
over the county administrations. In the NHIFA the authority of the de-concen-
trated county agencies was disputed, some general managers tended to concen-
trate a strong personal authority, others let the most appropriate local admini-
stration to exercise the decision-making on their own. 

The Regional Health Councils52 could be the example of a decentralized and 
de-concentrated mixed decision-making platform53, but the above mentioned 
rigidity of the Act on Local Governments restricts the potential authority of 
these bodies.54 In 2006 the Councils denied the dispute and decision prepara-
tion of the reductive capacity sharing plan of the health minister, and gave the 
total responsibility back to the minister, who centralized the final authority of 
issuing the resolution. In this case the decentralization conveyed an impression 
that the minister only wanted to push the political responsibility out from his 
competency, but never prepared for a really decentralized decision-making. 
The absolute little range of choice offered to the regional bodies was the result 
of the Act, which fixed the number of hospital beds by the list of hospitals on 
the highest parliamentary level, undertaking the role and responsibility of the 
                                                 
50  Act No. 116 of 2006 on the State Supervision of the Health Insurance 
51  The Supervisory Body’s activity is focusing on the patient-provider relation, not the legal 

control of the NHIFA activity. 
52  Act No. 154 of 1997, Sections 149/A-E 
53  See also the Informative Report to the Health Committee of the Parliament of the Hungarian 

Republic on the Establishment and Operation of the Regional Health Councils, No: 8402-
2/05-0002STT, Ministry of Health, Budapest, May, 2005;> on-line. 84.206.43.83/ 
/index.php?akt_menu=2720 

54  The capacity sharing in the region, the development strategies, the EU grants and other issues 
are in the competency of advice and consultation of the Councils, where the local govern-
ments as owners and the state health authorities are represented. 
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Government in administrative and executive spheres. Summarizing the phe-
nomenon we can say, that there was decentralization (devolution) only on the 
superficial institutional level, while the decision-making authority was central-
ized and taken to the highest possible level. 

The types and forms of decentralization are colourful. If we want to systema-
tize it (focusing on the health sector) it is useful to use the categories of de-
concentration, devolution or political decentralization, delegation and privati-
zation. During the heath care reform each of them appeared, and changed a lot. 
Examining the health insurance system we can’t see so big changes. The most 
sensitive issue of the reform is whether a kind of devolution, delegation and 
privatization (by detailed legislation and strengthened state control) of the so-
cial health insurance is acceptable, or there is no social security without a total 
and direct ownership and supervision of the insurance system. 

Each type of decentralization may be learnt in the European Union member 
states as well. There are plenty of experiences of benefits and risks of decen-
tralization55. Devolution results in a lack of political control, or in local govern-
ment political control opposing the governmental plans. Delegation has the risk 
that on the lower level the professionalism is much less, as it is seen in the local 
governments administrative staff, where they can’t afford even to have con-
tracted experts. The risk of privatization is the emergence of monopolies that 
may exploit their power (market failure), as this accusation was targeted to the 
hemodialysis service provider owners or to the privatized laboratories – and 
sometimes this really could happen. 

The next table [Table 2] shows the decentralization map of the health care 
system in four time ranges from the political changes until now. 

                                                 
55 Saltman, Richard B and Figueras, Josep: European Health Care Reform: Analysis of 
Current Strategies; World Health Organization Regional Office for Europe, 
Copenhagen, 1997 (WHO Regional Publications) European Series, No.72, pp: 43-58. 
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3.1.3. Structure of the health care system 

The most important structural problem of the Hungarian health care system is 
its hospital centered structure and the hospital centered legislation: very often 
and without any specific reason, care often takes place at the highest and most 
costly level of the system, as if bypassing the primary health and/or specialty 
outpatient care. The most frequently, but not exclusively, mentioned problem is 
the concentration of hospital capacities in Budapest: nearly 30% of all hospital 
beds are situated in Budapest, with its 2-million population, which is one-fifth 
of the total population of the country. The absorbing capacity of Budapest and 
the fact that national tertiary-care inpatient institutions (top of progressive care) 
are situated in Budapest explain the high volume of hospital beds exceeding the 
proportion of population, but the figures are definitely excessive. The central-
ized road railway map of the country also makes the capital a collection point 
for services. 

In a European comparison, Hungary has relatively few but large hospitals, with 
an average number of 458 beds per hospital. In the 1960s and 1970s the level 
of development of the health system was measured with the number of hospital 
beds, in addition to the doctor/population ratio, both in the western and eastern 
parts of the world. However, in the 1980s it was recognized in the west that the 
number of beds is higher than the required number, and the surplus capacity 
only increased expenditure Therefore they began to reduce the number of hos-
pital beds. Hungary started to follow this trend only in 1995. Although one-
fifth of the hospital beds have disappeared, the number of hospital beds is still 
higher than in several EU Member States, and the structure of the specialties is 
behind the times.  

The first capacity reduction through the discretional authority of the ministry 
and the NHIFA was unconstitutional.56 The complicated bargaining system of 
the local governments on county level resulted in the wished reduction in bed 
number, but also resulted in unprincipled, unprofessional compromises and 
background contractions for their peaceful co-existence57. The 2001 legisla-
tion58 was simply fixing the prior capacities and regulating the contracting con-
ditions for new applicants. The execution of the Act was double-sided: the pre-
paratory phase became more professional, a kind of provider’s competition 
started, but minister of health and the minister of finance never kept the legal 
terms and in some cases broke the professional criteria.59 In 2006 the reduction 

                                                 
56  Constitutional Court Resolution No. 77/1995. 
57  Act 63 of 1996 
58  Act 34 of 2001 on the Specialty Health Care Providing Obligations 
59  This can be followed in the Official Journal of the Health Ministry, where the final list of 

new contractors was published. 
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covered the number and the structure.60 The professional preparations of the 
decision are not known, the transparency of the legislation is weak. The abso-
lutely centralized decision involving the Insurance Fund budgetary balance in 
2007 seems to be effective, but the structural decisions and the payment limits 
together with the unlimited obligations of the health care providers and the 
owners raise questions on the constitutional character of the legislation.61 The 
legislation led to a rigid, frozen system, in which the number of hospital beds 
of named wards in named hospitals are fixed in the act, so there is no place for 
professional change, supervision is only possible by way of the modification of 
the act. In my opinion this “shocking reduction legislation” can only be a short-
term instrument to start a speedier phase of structural reforms following the 
prior, “small steps policy” reforms. 

3.1.4. Professional organizations and civil initiatives, patient’s participa-
tion 

Decentralization policy has a great impact on the role of the NGOs’ in health 
policy. The traditional patriarchic relation of the physicians and their patients 
needs a longer time to be transformed into partnership, a personal treating rela-
tion, in the local and central health policy relations as well. Legal provisions 
and the “introduction of patient’s rights” from one day to the other are not 
enough, the daily practice, the court cases together may lead to a changed rela-
tion of the actors. Following the political changes the newly established NGOs 
were warmly welcomed on a general level, but not accepted in the local, bilat-
eral level. Health care and the operation of its institutions are not transparent, 
the decisions are subjective, and doctors consider themselves unquestionable. 
For this attitude the NGOs were kept far from the providers’ inner life. The 
NGOs as lay people’s organizations were also criticized when asking more 
information and explanation on health care or health policy issues. Professional 
organizations existed prior to the political changes as well, but most of them 
represented the scientific community and served as a scientific platform. Health 
policy issues or advocates role for the members haven’t been on the agenda. 
The boom of the civil organization establishment appeared in the health sector 
as well. The types of these organizations are as follows: 

1. Professional organizations of medical professionals 

a. Bodies endowed with public authority (chambers) 

b. Associations of medical management interest groups (hospital manag-
ers) 

c. Medical associations of sciences 

                                                 
60  Act 132 of 2006 on the Development of the Health Care System 
61  The examination of the legislation by the Constitutional Court is in process. 
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2. Patients’ organizations focusing on a special health problem („diagnosis 
organizations) 
3. Organizations for healthy lifestyle, health promoting groups and organiza-
tions 
4.  Interest groups, patients’ rights organizations, patients’ advocate organiza-
tions 

The short history of the NGOs makes it difficult to involve them into the health 
policy consultations, because it is hard to select the really „voicing” NGOs. 
There are too many, separate organizations, too few members of them and the 
nationwide umbrella organizations are extremely rare. Most of the NGOs are 
not self-financed, they are absolutely dependent on the state budget, and are in 
competition with each other for the resources. Consequently the selection for 
partnership is based on the lobby capacity and the mutual political confi-
dence.62 The legal opportunity for partnerships in the health policy decision-
making is relatively rich. The Act on Legislation63 started to give place for 
participation and the Act on the Freedom of Electronic Information64 ensured 
also technically the transparency of the legislation. However, the one-side 
opinion forming is not a partnership in the preparation and execution of the 
regulations. In the health sector the Health Act introduced the representation of 
the NGOs in the National Health Council and the participation of the local 
patients’ organizations in the Hospital Supervising Councils, but their role is 
extremely weak. This is one cause of the low-level understanding and 
acceptance of the reforms. 

Among the professional organizations the chambers played a specific role in 
the reform. When established the chamber was a voluntary association to have 
a not clinical specialty based organization of physicians (while the trade union 
lost its attractiveness). In 1994 compulsory membership was introduced and the 
chamber was one of the clearest examples of decentralization and delegation of 
public authorities.65 That time the compulsory membership was argued even 
before the Constitutional Court.66 After 10-12 years the chambers acquired a 
strong political profile in their advocate and health policy-influencing role but 
– in the background – they set up a correct registry and post-graduate training 
registry system. The annulment of the mandatory membership of chambers 

                                                 
62  Eva Kereszty Dr.: The role of patients’ organizations in health policy making, Hungary 2000; 

Presentation at „Patient-Organizations and East-West Co-operation in Health Issues”, Con-
ference of the European Platform for Patients organizations, Science an Industry (EPPOSI), 
European Parliament, Brussels, March 2000 

63  Act 11 of 1987 
64  Act 90 of 2005 
65  Act 28 of 1994 on the Hungarian Medical Chamber and Act 51 of 1994 on Hungarian Phar-

macists’ Chamber 
66  Constitutional Court Resolution No. 39/1997. 
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(only in the health sector) cannot be regarded as a reform step; it is contrary to 
the democratization and self-governance principles of the social reforms. 

3.1.5. New public health 

On the basis of the unfavorable public health processes of the last few decades, 
the government assigns priority importance to the improvement of the public 
health situation and recognizes the population’s expectation to gradually close 
the gap between life expectancy at birth of Hungarians and the average of the 
EU Member States. Any tangible improvement in the health status of people 
and in the healthcare delivery system may only be achieved over a longer pe-
riod, covering several electoral cycles. Maintaining and promoting health can-
not be regarded as expenditure only, but the implementation of the Public 
Health Program is a productive investment, and a prerequisite for the social and 
economic development. The weakest point of the reform is that these programs 
are not considered to be important by the majority of the decision-makers, and 
they simply “don’t believe in” the importance of prevention, screening67, influ-
encing of lifestyle.68 The flops of the programs originate in the hospital fo-
cused, treatment committed thinking, inherited from the socialist value ranking, 
where not the health itself, but the capacity of health care facilities represented 
the development in the sector.  

The long-term public health programs have been rewritten and changed fre-
quently, thus the programs can hardly be planned for more than one year. The 
lacks of the present public health programs determine the health problems of 
the country for a twenty years time. From the point of legislation the prevention 
appears only in the protection of non-smokers69 and in the numerous EU direc-
tives harmonized in the framework of “standards of health and safety at work.” 

3.2. What have we reached? 

If we want to prove that the governments following each other conducted huge 
transformation of the Hungarian health system, we can compare some institu-
tional and legal characteristics. The great changes of the 18-20 years of the 
reform are shown in [Table 3], concentrating on the state and governmental 
interest in the reforms. 

                                                 
67  See the financial shortage of the evidence based screening programs and the bad compliance 

of the people. 
68  In the top management of the health administration smoking is still tolerated, smoking as a 

„human right” is still argued for even in the public administration. Our convergence 
compared to the EU informal standards is still missing in this sense. 

69  Act 42 of 1999 
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Table 3 

Main changes of the actors and main changes in the role 
of the actors in the Hungarian health care system from the mid ’80s 

Elements of comparison Mid ’80s 2006- 

Responsibility for 
organizing and maintaining 

the health services 
State 

Generally: local governments, 
exceptionally: the state (listed 
in the Health Insurance Act)70 

Basic values Egalitarianism 
Equality, equity, cost-

effectiveness 

Professional supervision 
Direct governmental 

supervision, ministerial orders 
are compulsory 

Supervision and control by 
law and administrative 

procedure, self-governance 
through the by-laws and the 

leading role professional 
colleges 

Organizational supervision 

Direct governmental 
supervision, the „agents” of 
the compulsory ministerial 
orders are the local councils 

Legal norms for supervision 
and the owner’s supervision 

Ownership Exclusive state ownership Mixed system of ownership 

Measuring efficiency 

Volume of infrastructure 
development, number of 
hospital beds, number of 

physicians 

Budgetary balance, hospital 
and quality standards71, 

lessening of the nursing days, 
proportion of the one-day 

surgery 

Competency 
of the management 

Low competence physicians 
are the leading managers 

Management board with a 
responsible general manager, 
wide range of competence in 

local decisions 

Education 
of the management 

Medical education and 
political dependability 

Education in health 
management, frequently 
political dependability 

Financial resources State budget 
Compulsory health insurance 
contribution and health tax72, 
mandatory co-payment (fee 

                                                 
70  Act 83 of 1997, Section 18 - revised text is in force as of January 1, 2007 
71  Hungarian Heath Care Standards – Magyar Egészségügyi Ellátási Standardok (MEES) 

kézikönyve, 1.0 változat, Egészségügyi Minisztérium, 2007.; on-line: www.eum.hu/ 
/index.php?akt_menu=5236 

72  Act 80 of 1997 – reformed regulation in force as of April 1, 2007 
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for appointment and fee for 
in-patient day)73 

Development, payment 

Informal (political) 
negotiations, discretional 
decisions of the central 

administration 

Informal (political) 
negotiations in the Parliament 
mixed with open application 

system, EU systems of 
application for development 

resources 

Health service structure Hospital care centered 

Slow move to the out-patient 
and one-day surgery, slow 

move to the necessity based 
services (geriatrics, hospice, 

long-term nursing, 
rehabilitation) 

Quality control in the 
system 

No systematic quality control, 
national institutions play a 
leading role also in ranking 

the institutions; strong 
administrative and 

professional control of 
communicable diseases and 
epidemiological situation 

Licensing of the providers on 
the basis of minimal 

requirement74, compulsory 
liability insurance, medical 
inspectorate, supervision by 

the health insurance 
administration and its 
Supervisory Authority, 

mandatory quality 
management systems at the 

providers 

Position of the physicians 

Employee for low, fix 
income, money under the 

table, part-time private office 
after the working hours 

Public service employees for 
low, fix income, money under 

the table, at the same time 
possibility of private health 

enterprises 

Position of the patients 

Paternalistic, almost 
hierarchic connection with the 

staff and the institution, 
narrow competence for 
decision-making, some 
criminal accusation and 

practically none of liability 
suits for professional 

misconduct 

Legally based patient’s rights, 
free choice of physician (GP) 

and the care provider, 
restrictions of the service 

choice in the framework of 
compulsory insurance, 

growing number of 
malpractice lawsuits with 

more damages 

                                                                                                                       
73  Introduced: February 15, 2007. This fixed sum is symbolic in value, but helps to put restraint 

to the over-consuming of health services. This is a typical measure, which was presented as a 
basic pillar of the new reform, but it is clearly seen, that it does not fit in the definition of the 
reform. It is „only” an important intervention into the patients’ bad consuming habits. Legal 
background: 217/1997 Governmental Decree for the Execution of the Act 83 of 1997, Sec-
tion 5/C-5/H 

74  Introduced: July 1, 1996 
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Professional organizations 
and interest representation 

The monopolistic position of 
the only trade union with 

relatively weak capacity of 
interest representation 

The professional chambers 
had a compulsory 

membership with strong 
rights and competencies in 

decision-making. In 2007 the 
mandatory membership has 

been terminated. Now there is 
no generally accepted „one-

voice” professional 
organization75. 

Civil organizations, NGOs Practically not existing 

Miscellaneous structure with 
only a few NGOs covering 

the whole country, their 
financial resources primarily 

from the state budget. 

Civil control and 
participation in the 

operation of the health care 
providers and supervision 

There’s no civil participation 

The health committees of the 
local governments and the 

hospital supervisory boards76 
are present in the system with 
weak competencies, and the 
National Health Council77 on 

the governmental level 

 

4. Phases of legislative reforms and its connection 
with the EU accession 

4.1. Chronology of the reform legislation 

The chronology table [Table 4] shows the picture of the returning elements of 
the reform, which were never implemented either because of the budgetary 
shortage, or because of the short-term interests of the decision makers (public 
health programs). It is clearly seen, that the political changes and governmental 
political changes were also mirrored in the health legislation. 

                                                 
75  Act 97of 2006 
76  Act 154 of 1997 Section 148-149 
77  Act 154 of 1997 Section 156 
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Table 4 

First freely elected government 

1990 Health care: on compulsory insurance basis  

1990 
Ownership of health facilities transferred to local governments – Act on Local 
Governments 

1991 National Public Health and Chief Medical Officer’s Service (formation act) 

1991 Private investments (pharmacies, etc.) – contracting for public services 

1992 
Act on the protection of conception (regulating also the legal conditions 
for artificial abortion) 

1992 
Health Insurance Fund separated from the Pension Fund (tri-partite 
self-governing body elections in 1993) – health insurance card78 

1992 
Act on Public Employees – staff of the local governmental and state health 
facilities become public employees  

1992 „Functional” privatization of GP, capitation in the payment  

1993 
Paying reform of the Health Insurance (performance related score based payment 
changes the global budgeting) 

1993 
Mutual Health Insurance Funds for non-for-profit, supplementary health 
services are authorized 

1994 Reform of professional organizations (compulsory membership in Chambers)  

1994 National Health Promotion Strategy is adopted by the government 

Bokros-package 

1995 Co-payment regulation (dentistry, patient transportation) 

1995 Insurance package changes: occupational health withdrawn from the package  

1995 
Capacity reduction starts (unconstitutional for limiting the local government’s 
autonomy)  

1996 Act on Normative Capacity of Public Health Facilities – 20% reduction 

                                                 
78  Social security health insurance card with the specific identity number, called „TAJ” card 
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The new Health Act, Health Insurance Act 
and other “big legislation” 

1997 New Health Act  

1997 New Health Insurance Act, 1997: first steps for „insurance package”  

1997 Act on Data Protection of Health  

1996, 1997 
Regulation of public capacity: licensing and minimal requirements, 
quality assurance  

1998 Act on Pharmaceutical Products  

1998 Act on the protection of non-smokers 

1998 Abolition of the Health Insurance Self-Government 

1998 Introduction of fixed additional health contribution 

1998 Health contribution is collected by the tax administration 

1999 Managed care pilot project 

Fragmented legislation: GP praxis, capacity, 
hospital and privatization and the failed legislation 

2000 GPs’ right of autonomous practice management,  

2000 Act on Mediation in the Health Sector 

2001 Capacity legislation changes  

2001 National health promotion strategy – right-wing government 

2001 First institutional and personnel act  

2002 National health promotion strategy (left-wing government) 

2002 Act on ratification of the Oviedo Bioethics Convention 

2002 Ministerial decree on the one-day surgery 

2003 Second institutional act 

2003 Act on Health Personnel  
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21 steps form “100 steps” program and the reform 
under free-democrat leadership of the Ministry of Health 

2004 
New legislation on minimal standards of health care services, 
reformed license system, new license for each provider in the country 

2004 Reform of the professional inspectorate system 

2004 
National professional guideline revision program – issuing the first 100 pieces 
until the end of 2005 

2004 Reform and reelection of the professional colleges 

2005 
(April) 

“100 Governmental Steps” Program – “21 Health Steps” - main strands: 
• Reform of emergency services 
• National complex program against cancer 
• Primary care and out-patient service changes: micro-regional program, 

Group-praxis, centralized on-call services, performance related payment 
in primary care 

• Generic drug program, reform of prescription and promotion 
• Equality of access, strengthening the quality control 
• Insurance contribution system: quitting free-riding 
• Fairness of the system: insurance package content clarification, market 

elements for the extra personal needs  

2005 
National Oncology Development Program, “Future of our Nation” Program 
(pediatrics) 

2006 
Act on Professional Medical Chambers (Act 97 of 2006) – abolition of public 
authorities 

2006 Act on the Economic and Safe Supply Of Pharmaceutical Products And Medical 
Devices (Act 98 of 2006) 

2006 
Act on the Supervising Authority over the Health Insurance Sector (Act 116 of 
2006) 

2006 
Act on the structural development of the health care system (Act 132 of 2006) – 
capacity reduction and structural redistribution of capacities 

2007 
Fixed co-payment – per attendance of out patient services, per day at in-patient 
facilities 

2007 Reduction of health insurance services (extreme sports not covered) 

2007 Introduction of a public insurance entitlement contribution payment monitoring 
system 

4.2. Accession to the European Union 

In a Europe that is becoming more integrated, the place of health care in Euro-
pean law is increasingly unclear. From the earliest days of the European Com-
munity, health care has been seen as a national matter.79 

                                                 
79  Martin McKee, Elias Mossialios and Rita Baeten: The Implications of European Law for 

Health Care; The Impact of EU Law on Health Care Systems (Martin McKee, Elias Mos-
sialios and Rita Baeten eds), P.I.E.- Peter Lang, Brussels 2002, pp: 13-23 
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From a European perspective the health care systems are also basic elements of 
the economy system of the countries. “One of the greatest paradoxes of public 
health in the European Community nowadays is that while the population has 
never been healthier, the demand on Member States’ health systems and thus 
on the tendency towards increased expenditure, is ever-growing. The expendi-
ture on health is being constantly forced upwards. The Community’s public 
health strategy has been developed against this background and is designed to 
reflect and respond to the problems which are putting pressure on Member 
States’ health services: pressure which is likely to become even greater in the 
future.”80 In Hungary the mortality and morbidity situation is worse that in the 
majority of the Member States, so the professional and financial burden is even 
more expressed. 

The paradox of the EU accession was, that financial resources (Phare Pro-
grams) were exclusive for the health issues, but awaited the modernization of 
the systems, which were supervised by the minister of health.81 The health pol-
icy and the public health reform was on the harmonization list with so impor-
tant regulatory measures, such as 

• Protection of non-smokers 

• Chemical safety, environmental health  
• Food safety 

• Health and safety at work 

• Consumer protection. 

The harmonization of 200 directives and other legislative instruments had some 
elements, which can be regarded as a reform. The National Public Health and 
Chief Medical Officer’s Office had to change most of their proceedings, the 
specialty training and exam system was changed, the drug registry system 
changed a lot, just to mention a few examples having a deep impact on the care 
system. 

The scope of the Amsterdam Treaty82 covers more health care issues than ever 
before. The general protection of health was underlined and the “free move-
ments” were helped also in the health sector as well. Now the cell, tissue, organ 
transplantation, the blood transfusion issues are covered by directives, the 
European Center of Disease Control (EuroCDC) has the role of a supranational 

                                                 
80  Public Health in Europe, European Communities, Office for Official Publications of the 

European Communities, 1997 
81  The same behavior was experienced in the Hungarian governmental policy, where the health 

needs were denied even for harmonization, because the care system is not a Community pol-
icy issue. 

82  Consolidated Version Of The Treaty Establishing The European Community, Article 152 
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epidemiological information center and clearing house, the central registration 
of numerous pharmaceutical products, the European emergency card for the 
health service accession of the member state citizens forms a partial health 
(care) policy in the EU. 

4.3. The ongoing reform – denial of the prior results and continuity 

The permanent budgetary deficit of the Health Insurance Fund, the lack of the 
individual insurance elements in social security, and the malfunctions of the 
Health Insurance Administration might lead to the impression that nothing 
changed in the Hungarian health system, and “THE REFORM” is still missing. 
We presented, that huge steps were made to change the basic structure and 
behavior of the health actors, however, there still is a gap between the legisla-
tive, administrative, health policy and constitutional modernization and the 
modernization of the health care infrastructure and devices which was more 
modest, than the needs of a high quality care system today. 

For the financial burden of the Fund the strongest tension for the government is 
the sustainability of the budgetary balance of health contributions and expen-
diture, which has been unsuccessful from the setting of the Fund. When we try 
to find the intervention points, we can see that the relations of the health sector 
actors changed a lot in the provider-patient connection and in the Health Insur-
ance Administration-provider connection, too. People don’t feel the big reform, 
because the insured patient-Health Insurance Administration connection hasn’t 
changed. Some new technical elements were introduced (e.g. the social insur-
ance personal code number and the insurance identity card), but the budgetary 
correction of 1995 could only reach a small result or temporary changes (su-
pervision of the services, introduction of co-payment, etc.). The motivation of 
the government for the big (shocking) interventions into the patient’s insurance 
contract is understandable; but the actual steps can be questioned. 

The next table [Table 5] shows the health insurance actors’ relations and some 
important reform measures in their connection. The “emptiest side” of the so-
cial security relation triangle is the patient-insurance administration side. On 
this table two basic actors cannot be seen: the government and the local gov-
ernments, we’ve examined them before. Analyzing the reform process we see, 
that the former stages of the insurance system reforms tried to close the gap 
between the income of the fund (free riders) and expenditure of the fund (ca-
pacity control, slight revision of the insurance services). Now we cannot see the 
result, the instrument of the potentially better cost-effectiveness became the 
goal of the reform: a limited and controlled market in the social health insur-
ance sector with the multiplied and somehow competing insurance administra-
tions under the umbrella of the uniform social security health insurance system, 
flat rate of contribution, and centralized redistribution.  
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Comparing the main messages of the health program of the “100 steps” project 
and the Green Book of the reform program in 2006, a contradiction can be 
seen. There are more conceptual elements in the “100 steps” with small steps 
towards them, while the Green Book83 is rather a list of measures to correct 
several dysfunctional points in the operation. Three elements are mixed in the 
document: reform elements for the health sector, the instruments to reach the 
goals of the Program of Financial Convergence of Hungary and the practical 
tasks of the health administration. The problems and the present situation is 
presented in details, the measures to be taken are presented in a “list to do” 
form, but the planned new situation is not defined. This may have happened 
because the main political and professional question the radical, market ori-
ented reform of the social health insurance system wasn’t blueprinted and de-
cided. Without the broader sense, it was impossible to formulate a coherent 
program. 

Some say, that the blueprint of the reform of the insurance was even formulated 
in a draft form of a bill.84 I don’t agree with this opinion. The document didn’t 
have any detailed explanatory text, or impact examination annexes, or even 
alternatives at some points. It didn’t present the interactions with other ele-
ments of the health system, so it was rather an option for discussion, than a bill 
to vote for. This bill recalled the text of the drafted bill on the “Regional Man-
aged Care System85” which failed on the governmental discussion level in 
200586. The same problems are not solved in the two documents and the same 
questions are not answered. The reform legislation must answer them in 2007 
and in the following years. 

The re-born illusions (“health is not for business”) about the state health system 
question not only the ongoing reform steps and plans, but the whole two-dec-
ade reform. The re-nationalization of private or privatized institutes or only 
those in the ownership of non-medical professionals, or the only corporate 
forms would be discriminative thus unconstitutional in a market economy and 
practically impossible. 

Without the clear vision of the reformed system it is hard to determine the 
competencies and the limitations of the market actors as well as the long-term 
state responsibility for the health system.  

                                                 
83  Magyar Egészségügy – Zöld Könyv: Többen, jobban, tovább – Egészségügyi Minisztérium, 

2006, on-line: www.eum.hu 
84  Az SZDSZ egészségbiztosítókról szóló törvényjavaslata, on-line: www.szdsz.hu 
85  It was also a kind of privatization act in the insurance relations, excluding the participation of 

care providers. 
86  Háttéranyag az egészségügyi ellátás-szervezésről szóló társadalmi vitához, Egészségügyi Mi-

nisztérium, 2005.,on-line: www.eum.hu 
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5. Deficits of the two-decade reform, lack of legislation 

In 1989 neither the patients nor the health professionals were satisfied with the 
operation of the Hungarian health care system. What has been changed? 

We listed many elements of the sector which have been changed, but the over-
all feelings, the general (negative) opinion about the care system remained the 
same. There are subjective and objective causes for the opinions. The most 
important subjective cause is that people were promised to enjoy the free of 
charge, high quality and accessible care in the socialist regime, and they want 
to get it irrespective of the new social, economic conditions. The other element 
is that the professionals evaluate quality by the number of complications, the 
lessening of nursing days, the availability of good diagnostic and therapeutic 
technologies, but the patients evaluate on grounds of the health facility build-
ings, the toilets, the comfort, and in this field the breakout has been being can-
celled. The health staff was underpaid in the socialist regime, and this is the 
situation even now (the gratitude money is one of the most stabile elements in 
the sector). 

The [Table 6] shows the negative elements or unsolved problems of the health 
insurance actors’ relation. Beyond those a few basic issues can be raised to be 
solved in the close future. 

Difference between health system and health insurance system 

People and the decision makers do not take into consideration, that there is an 
expanding health care market partially buffering the health insurance sector. 
The uniform health insurance regulations may find a balance in offering good 
quality services to all, in a regulated, but clearly defined non-insurance service. 
This could be based on the evidence based medicine principles. 

State’s role 

In the reform the only redefinition of the state’s responsibility in the health 
sector was the legislation of the Health Act. Without the supervision of the role 
none of the reforms could be successfully finalized. 

Long-term thinking instead of lack of continuum 

The health reforms need long-term planning, consequent execution, permanent 
monitoring. In the Hungarian reform history none of the programs followed 
this scheme: the preventive programs didn’t get the resources for execution and 
programs were changed frequently, nobody remembers them after 10 years, 
when the first results should be seen. 
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Lack of professionalism 

In the EU countries managers, economists, lawyers, administrative profession-
als are trained in public health, and they never work without the help of profes-
sional health organizations or expert physicians. In the Hungarian reform the 
professional expertise, the evidence based medicine protocols and medical 
ethics are accidentally used by decision makers. The weak professional in-
spectorate leads to a slow recognition of unwanted effects of the decisions. 

The unclear status of the NHIFA 

The NHIFA is over-centralized, it operates like an authority, the contracts are 
one-sided and in a lot of cases there is no opportunity for appeal against its 
decisions, which aren’t formulated in a resolution, not even in a written form. 
There’s no effective control over the NHIFA. 
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6. Conclusions 

The practice of medicine in the modern era is beset with unprecedented 
challenges in virtually all cultures and societies. These challenges center on 
increasing disparities among the legitimate needs of patients, the available 
resources to meet those needs, the increasing dependence on market forces to 
transform health care systems, and the temptation for physicians to forsake 
their traditional commitment to the primacy of patients’ interests. 

In the (relatively well) developed countries the basic principles of an optimal 
health care haven’t been changed in the recent decades, consequently the main, 
general goals of the reforms to fulfill these principles are also similar. The 
instruments to reach these aims can be and should be disputed and the 
interactions of the different measures should be examined before voting and 
executing the reform legislation87. 

The Hungarian health care reform is not a story of success. It is not accidental 
that (together with the Minister of Finance) the health ministers spent the 
shortest time in ministerial position. In most reform documents we find a 
detailed characterization of the present situation, sometimes we find the general 
goals (equity, cost-effectiveness, etc.) and never the analysis and consequences 
of the former (unsuccessful?) reform steps. 

As we listed the acts of the last 18-20 years we see that really weight matters 
were voted in extremely short time. Thus the background consensus or the 
detailed, well-organized discussions before, and clear, convincing explanations 
for the execution are missing as well as the adequate preparatory period for the 
execution of the new regulation. 

The steps forward and back, the frequent modification of the legislation results 
in instability in the sector, and the “legally lay” health professionals easily deny 
the execution of these short-term legal pieces. The resistance of the 
professionals is not only a practical impediment; it also generates a “reform 
burnout syndrome” or skepticism, although there is consensus on the need of a 
reform. To maintain the fidelity of medicine’s social contract during this 
turbulent time, physicians must reaffirm their active dedication to the principles 
of professionalism, which not only entails their personal commitment to the 
welfare of their patients, but also collective efforts to improve the health care 
system for the welfare of society.88 Decision makers should relay on this 
dedication. 
                                                 
87  Jordan J. Cohen, MD; Sylvia Cruess, MD; Christopher Davidson, MB: Alliance Between 

Society and Medicine – The Public's Stake in Medical Professionalism, Journal of American 
Medical Association, JAMA 2007; 298:6 pp: 670-673  

88  Medical Professionalism in the New Millennium: A Physician Charter – Project of the ABM 
Foundation, ACP-ASIM Foundation and European Federation of Internal Medicine; Annals 
of Internal Medicine, Vol 136:3, 2002, pp:243-246 
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A framework for the structured assessment of health policy reform is needed 
and should include development of standards in the realms of health outcomes, 
access, and income spent on health care as an initial step. Such an 
“accountability for policy making” approach could help enhance evidence-
based policy comparisons, promote a safety net for vulnerable populations, and 
hasten quality improvement. Without it, assessment will continue to be 
arbitrary, and unintended consequences will go undetected.89  

To have a better health system it is not enough to enforce the execution of the 
reform acts, but a reform in the management process of the planning, deciding 
and executive measures is also needed. 
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SUMMARY 

Legislative Reform of the Hungarian Health Care 

ÉVA KERESZTY 

The essay discusses the reform of health care in Hungary, which was an-
nounced prior to the transition (1989-90), from the standpoint of regulation, 
legislation and administration, and not from an economic or medical angle, 
which is so common in relevant literature.  

The author reviews some topical priorities of the reform process; certain meas-
ures that have not yielded the required effects and weaken one another; and the 
considerable number of steps that have produced sweeping changes – and have 
had legislative consequences – and have justified the reform as a whole. The 
study also speaks of the shortcomings of the past 18 to 20 years: on the one 
hand, numerous radical changes have occurred in the relationship of patients 
and health service providers, and the relationship between the health service 
providers and the financing institutions has fundamentally transformed, on the 
other hand, little has changed in the content and obligations involved in the 
health insurance legal relationship, and its private and public-law components 
have almost remained unchanged. As a consequence, popular expectations 
towards the health service have remained unrealistic and financially unafford-
able. The essay also sheds light on those components of the health service re-
form that contradict those of the overall societal reforms.  

The tables and diagrams included in the essay cover a period of twenty years. 
They present the achievements and shortcomings of successive waves of the 
reform; decentralization and re-centralization tendencies in health service deci-
sion-making; periods when a legion of new rules of law related to health care 
were issued; and changes that have occurred in the relations of the stakeholders 
of social insurance.  

The essay traces developments down to the present stage and current measures 
of the reform process. It offers a comprehensive and critical analysis of the past 
twenty years of health care reform in Hungary.  
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RESÜMEE 

Reform des ungarischen Gesundheitswesens 

ÉVA KERESZTY 

Die Studie stellt den vor der Wende verkündeten Reformprozess auf dem Ge-
biet des Gesundheitswesens – abweichend von den in der Fachliteratur ge-
wohnten ökonomischen und medizinischen Ansätzen – von der Seite der Re-
gelung, der Gesetzgebung und der Verwaltung vor. 

Die im Reformprozess vernehmbaren aktuellen Prioritäten, die einander 
schwächenden, verschlechternden Schritte werden ebenso vorgestellt, wie die 
in ziemlich bedeutender Menge erscheinende und vielfach entscheidende Ver-
änderungen mit sich bringende Reihe von Entscheidungen, die auch einen 
rechtlichen Rahmen gewinnen, und die die „Bestätigung” der verwirklichten 
Reformen bedeuten. Es wird uns zugleich jedoch auch das Defizit vor Augen 
geführt, mit dem uns die vergangenen 18-20 Jahre schuldig geblieben sind: 
während es im Zusammenhang mit der Beziehung zwischen Patienten und 
Gesundheitsversorgern zahlreiche radikale Veränderungen gab und sich die 
Beziehung zwischen Versorgern und Finanzierern grundlegend änderte, blieben 
der Inhalt und die Verpflichtungen des Versicherungs-Rechtsverhältnisses, 
dessen zivile und öffentlich-rechtliche Elemente im Wesentlichen unverändert. 
Dies führte dazu, dass die irrealen und wirtschaftlich unzulässigen Erwartungen 
gegenüber dem Gesundheitswesen aufrechterhalten wurden. Zudem werden 
diejenigen Elemente der Reform analysiert, die den allgemeinen gesellschaftli-
chen Reformen widersprechen. 

Die Tabellen und Abbildungen der Studie stellen die Ergebnisse und Mängel 
der Reformen, die Dezentralisierungs- und Rezentralisierungsprozesse der Ent-
scheidungsfindung im Gesundheitswesen, die Zeitspanne des Dumpings an 
neuen Gesetzen und die Veränderungen in den Beziehungen der Protagonisten 
der Sozialversicherung in einem Zeitraum von insgesamt 20 Jahren vor. 

Die Arbeit führt uns im Grunde zur Periode der derzeitigen Reformen und der 
derzeitigen Maßnahmen, wobei sie das umfassende Reformbild, das sich in-
folge der detaillierten Studie der vergangenen zwanzig Jahre abzeichnet, einer 
kritischen Analyse unterzieht. 




