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5. Germany

5.1. Introduction78 

The Federal Republic of Germany (FRG) is a democratic and social federal state. Since the German 
reunification in 1990, the FRG has consisted of 16 states (Länder), each of which has a constitution 
reflecting the federal, democratic and social principles embodied in the national constitution known as 
the Basic Law (Grundgesetz). 
As agreed in the reunification treaties, the national health insurance type of health system of the 
former German Democratic Republic (GDR) was quickly transformed to adopt the pluralist system of 
the old FRG with statutory health insurance (SHI) as the dominant source of finance. Since 
reunification most formal differences between the eastern and the western parts of the country 
concerning the levels of contributory income, co-payments, risk structure compensation and payment 
of providers have gradually been adjusted. 

At the federal level, the Federal Assembly (Bundestag), Federal Council (Bundesrat) and the Federal 
Ministry of Health (Bundesministerium für Gesundheit) are the key organisations in the healthcare 
system. The Ministry of Health is advised by a range of ad hoc committees, as well as by the Advisory 
Council for the Assessment of Developments in the Health Care System (Sachverständigenrat zur 
Begutachtung der Entwicklung im Gesundheitswesen, SVR).  

The Ministry of Health is assisted by the following subordinate agencies in its licensing and 
supervisory functions, scientific consultancy work, and the information services it provides to the 
population and scientific community: 

- The Federal Institute for Pharmaceuticals and Medical Devices (Bundesinstitut für
Arzneimittel und Medizinprodukte) authorizes pharmaceuticals and supervises both their
safety and that of medical devices.

- The Paul Ehrlich Institute (Federal Institute for Vaccines and Biomedicines) is responsible for
licensing vaccines and biomedicines.

- The Robert Koch Institute (Federal Institute for Infectious and Non-Communicable Diseases)
is responsible for the surveillance, detection, prevention and control of diseases. It is also
responsible for issuing and publishing health reports and epidemiological bulletins. Since
2000 the Institute’s role in the areas of prevention and surveillance has been strengthened
with regard to: monitoring; the coordination of interventions; risk communication; international
cooperation, and microbiological and epidemiological research.

- The Federal Centre for Health Education (Bundeszentrale für gesundheitliche Aufklärung) is
responsible for developing and disseminating health education materials. It organizes,
coordinates and supports prevention campaigns and performs social marketing research for
conceptual and evaluative purposes.

- The German Institute for Medical Documentation and Information (Deutsches Institut für
Medizinische Dokumentation und Information) provides the public and professionals with
current information on all areas of medicine and the life sciences. After initially concentrating
on biomedical subjects, the Institute now offers a collection of databases covering
pharmaceuticals, medical devices and many other fields in medicine and health care, as well
as topics in the social sciences. The Institute has been in charge of prioritizing,
commissioning and publishing health technology assessment reports since 2000. It is also
responsible for publishing the German versions of classification systems such as the
International Classification of Diseases (ICD-10-GM), the International Classification of
Functioning, Disability and Health (ICF) and the German Procedure Classification
(Operationen- und Prozedurenschlüssel).

78 For this section texts have been selected from: Busse 2014, Blümel 2016 



45 

Other federal institutions relevant to the healthcare system are the Federal Financial Supervisory 
Authority (Bundesanstalt für Finanzdienstleistungsaufsicht), which is responsible for supervision of 
private insurers, and the Federal Insurance Authority (Bundesversicherungsamt), which is responsible 
for overseeing the legality of decisions taken by the quasi-public corporations in charge of 
administering the various statutory insurance schemes. Among other administrative duties, it is also 
responsible for managing the Central Reallocation Pool, the risk-adjustment scheme and the 
accreditation of Disease Management Programmes (DMPs). 

A fundamental facet of the German political system (and the healthcare system in particular) is the 
sharing of decision-making powers between the Länder, the federal government and civil society 
organizations. In healthcare, the federal and Länder governments traditionally delegate powers to 
membership-based (with mandatory participation), self-regulated organizations of payers and 
providers, known as “corporatist bodies”. In the statutory health insurance (Gesetzliche 
Krankenversicherung, SHI) system, these are, in particular, sickness funds and their associations 
together with associations of physicians accredited to treat patients covered by SHI. These corporatist 
bodies constitute the self-regulated structures that operate the financing and delivery of benefits 
covered by SHI, with the Federal Joint Committee (Gemeinsamer Bundesausschuss) being the most 
important decision-making body. The Social Code Book (Sozialgesetzbuch, SGB) provides regulatory 
frameworks. 

Within the legal framework set by the Ministry of Health, the Federal Joint Committee (Gemeinsamer 
Bundesausschuss) has wide-ranging regulatory powers to determine the services to be covered by 
sickness funds, prices and standards and to set quality measures for providers. Coverage decisions 
are based on evidence from health technology assessments and comparative-effectiveness reviews. 
The Federal Joint Committee is supported by the Institute for Quality and Efficiency (IQWiG), a 
foundation legally charged with evaluating the cost-effectiveness of drugs with added therapeutic 
benefits, and the Institute for Quality and Transparency (IQTiG). Representatives of patient 
organizations have the right to participate in different decision-making bodies, e.g., the 
subcommittees of the Federal Joint Committee. The Federal Association of Sickness Funds works 
with the Federal Association of SHI Physicians and the German Hospital Federation to develop the 
SHI ambulatory care fee schedule and the DRG catalogue, which are then adopted by bilateral joint 
committees. 

5.2. Finance system 

Germany has a universal multi-payer healthcare system with two main types of health insurance: 
Statutory Health Insurance (SHI) (Gesetzliche Krankenversicherung) known as sickness funds 
(Krankenkassen) and Private Health Insurance (PHI) (Private Krankenversicherung)79. 

Since 2009, health insurance has been mandatory for all citizens and permanent residents of 
Germany. It is provided by competing, not-for-profit, non-governmental health insurance funds 
(“sickness funds”) in the statutory health insurance (SHI) system, or by substitutive private health 
insurance (PHI). SHI covers 85% of the population, either mandatorily or voluntarily. The population 
insured by SHI is approximately made up of 35% mandatory members, 18% dependents of 
mandatory members, 21% pensioners, 2% dependents of pensioners, 5% voluntary members and 
4% dependents of voluntary members80. 

SHI membership is mandatory for employees whose gross income is below the opt-out threshold 
(Jahresarbeitsentgelt-Grenze or Versicherungspflichtgrenze). Those earning above the threshold may 
choose to remain with SHI as so-called voluntary members or take out PHI. Employees belong to this 
group only after their income has exceeded the opt-out threshold for three calendar years in a row. 
Employees whose occupational income exceeds the threshold from the start of their first gainful 
employment may have voluntary SHI coverage if they apply within three months. Additionally, 
students, unemployed individuals and pensioners are required to obtain SHI coverage. Self-employed 

79 Wikipedia 
80 Blümel 2016 
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individuals may also choose SHI coverage if they were members of a sickness fund prior to becoming 
self-employed. Alternatively, they may take out private insurance81.  
 
Cover through PHI is mandatory for certain professional groups (e.g. civil servants), while for others it 
can be an alternative to SHI under certain conditions (e.g. the self-employed and employees above a 
certain income threshold). Approximately 11% of the population is covered through PHI. PHI can also 
provide complementary cover for people with SHI, such as for dental care82. Additionally, 4% of the 
population is covered by sector-specific governmental schemes (e.g. for the military). Undocumented 
immigrants are covered by social security in case of acute illness, as well as pregnancy and childbirth. 
People covered by SHI have free choice of sickness funds, and are all entitled to a comprehensive 
range of benefits83. 
 
In joint committees of payers (associations of sickness funds) and providers (regional associations of 
SHI physicians or dentists, or single hospitals), prices and standards (federal level) are set. 
Corporatist actors on the payers and providers side negotiate horizontal contracts and control and 
sanction their members (regional level). The vertical implementation of decisions taken by senior 
levels is combined with a strong horizontal decision-making and contracting among the legitimated 
actors involved in the various sectors of care. 
 
In the SHI scheme, sickness funds, their associations and associations of SHI-affiliated physicians 
have assumed the status of quasi-public corporations. These corporatist bodies constitute the self-
regulated structures that operate the financing and delivery of benefits covered by SHI within the legal 
framework. They are based on mandatory membership and internal democratic legitimization. 
 
Sickness funds are funded by compulsory contributions levied as a percentage of gross wages up to 
a ceiling (approx. €50,000 per year). All employed citizens (and other groups such as pensioners) 
earning less than approx. €57,600 (2017) gross wage per year are mandatorily covered by SHI, and 
their non-earning dependents are covered free of charge. Individuals whose gross wages exceed the 
threshold and the previously SHI-insured self-employed can remain in the publicly financed scheme 
on a voluntary basis (and 75% do) or purchase substitutive PHI. As of 2015, the legally set uniform 
contribution rate is 14.6% of gross wages. Both the legal contribution rate for employees (0.9%) and 
the supplementary premiums set by sickness funds have been abolished and replaced by a 
supplementary income-dependent contribution rate determined by each sickness fund individually. As 
of 2015, the supplementary contribution rate is, on average, 0.9%, but most of the SHI-insured pay 
the same as previously, but rates range between 0% and 1.3%. This contribution also covers 
dependents (non-earning spouses and children)84. 
 
The sickness funds are mandated to provide a unique and broad benefit package and cannot refuse 
membership. Social welfare beneficiaries are also enrolled in statutory health insurance, and 
municipalities pay contributions on behalf of them. 
 
Sickness funds’ contributions are centrally pooled (Gesundheitsfonds) and then reallocated to 
individual sickness funds using a risk-adjusted capitation formula (morbiditätsorientierter 
Risikostrukturausgleich; often abbreviated to Morbi-RSA), taking into account age, sex, and morbidity 
from 80 chronic and/or serious illnesses.  
 
PHI is especially attractive for young people with a good income, as insurers may offer them contracts 
with more extensive ranges of services and lower premiums. There were 41 substitutive PHI 
companies in 2017 (of which 24 were for-profit) covering the two groups exempt from SHI (civil 
servants, whose health care costs are partly refunded by their employer, and the self-employed) and 
those who have chosen to opt out of SHI. Once a person has chosen to opt out of SHI they can return 
if: 
1. Their gross wage falls below €57,600 
2. A self-employed person becomes an employee 

                                                           
81 www.hsmp.org 
82 Busse 2014 
83 www.echalliance.com 
84 Busse 2014 
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3. A self-employed person is older than 55 years and has to give up their trade they are allowed to
become part of the family insurance of his spouse

All of the PHI-insured pay a risk-related premium which also depends on the entry age, with separate 
premiums for dependents; risk is assessed only upon entry, and contracts are based on lifetime 
underwriting. The government regulates PHI to ensure that the insured do not face large premium 
increases as they age and are not overburdened by premiums if their income decreases. PHI also 
plays a mixed complementary and supplementary role, covering minor benefits not covered by SHI, 
including access to better amenities, and some copayments (e.g., for dental care). The federal 
government determines provider fees in substitutive, complementary, and supplementary PHI through 
a specific fee schedule. There are no government subsidies for complementary and supplementary 
PHI85.   

Since 2002, it is possible to change SHI fund at any time but a person needs to stay with a particular 
fund for 18 months. However, voluntary members, those earning above the threshold can move from 
one fund to another at any time with two months’ notice.  

Long Term care 
LTCI (Long Term Care Insurance) (Pflegeversicherung) is mandatory and usually provided by the 
same insurer as health insurance. Someone who has SHI has a Public LTC insurance and someone 
who has PHI has a private LTC insurance. For Public LTC the contribution rate of 2.35% of gross 
salary is shared between employers and employees; people without children pay an additional 0.25%. 
The contribution rate will increase further by 0.2% points in early 2017. Everybody with a physical or 
mental illness or disability (who has contributed for at least two years) can apply for benefits, which 
are: 1) dependent on an evaluation of individual care needs by the SHI Medical Review Board 
(leading either to a denial or to a grouping into currently one of three levels of care); and 2) limited to 
certain maximum amounts, depending on the level of care. Beneficiaries can choose between in-kind 
benefits and cash payments (around a quarter of LTCI expenditure goes to these cash payments). 
For Private LTC the insurer sets a nominal premium, and the insured can also choose between in-
kind benefits and cash payments. As benefits usually cover approximately 50% of institutional care 
costs only, people are advised to buy supplementary private LTCI. Since 2013, family caregivers get 
financial support through continuing payment of up to 50% of care payments if they provide care. 

Hospice care is partly covered by LTCI if the SHI Medical Review Board has evaluated a care level. 
Medical services or palliative care in a hospice are covered by SHI. Legislation has recently been 
discussed to improve hospice and palliative care with the aim of guaranteeing care in underserved 
rural areas and linking long-term care facilities more strongly to ambulatory palliative and hospice 
care. 

Healthcare expenditure in Germany is 11.3% of the GDP. Of the total healthcare expenditure is 7% 
financed out of taxes, social insurance contributions (NHI) accounts for 78%, out-of-pocket payments 
for 13%, private insurance for 1% and other sources 2% (OECD Health Statistics 2017).  

Germany: Healthcare expenditure* 

Healthcare expenditure %GDP 11.3% 

Healthcare expenditure by type of financing: 
- Government schemes:
- Compulsory NHI
- Out-of-pocket
- Voluntary NHI
- Other

  7% 
78% 
13% 
  1% 
  2% 

Total is not exactly 100% due  to rounding 
OECD Health Statistics 2017 

85 Blümel 2016 
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5.3. Benefit package and co-payments86 

The benefit package covered by SHI is comprehensive, defined in Social Code Book V and specified 
by the Federal Joint Committee. Social Health Insurance covers: preventive services, inpatient and 
outpatient hospital care, physician services, mental health care, dental care, optometry, physical 
therapy, prescription drugs, medical aids, rehabilitation, hospice and palliative care and sick leave 
compensation.  
SHI preventive services include regular dental check-ups, child check-ups, basic immunizations, 
check-ups for chronic diseases, and cancer screening at certain ages. All prescription drugs are 
covered unless explicitly excluded by law (mainly so-called lifestyle drugs) or disallowed following 
evaluation.  

Cost-sharing and out-of-pocket spending are mostly on pharmaceuticals, and medical aids. Co-
payments include €5 to €10 per outpatient prescription, €10 per inpatient day for hospital and 
rehabilitation stays (for the first 28 days per year), and €5 to €10 for prescribed medical devices. 
Sickness funds offer selectable tariffs with a range of deductibles and no-claims bonuses. Preventive 
services do not count toward the deductible. SHI-contracted physicians are not allowed to charge 
above the fee schedule for services in the SHI benefit catalogue.  

Children under 18 years of age are exempt from cost-sharing. For adults, there is an annual cap on 
cost-sharing equal to 2% of household income; part of a household’s income is excluded from this 
calculation for additional family members. The cap is lowered to 1% of annual gross income for 
qualifying chronically ill people. Unemployed people contribute to SHI in proportion to their 
unemployment entitlements. For the long-term unemployed, the government contributes on their 
behalf. 

5.4. Pharmaceuticals 

In Germany, there is a large number of different authorities which are responsible for certain parts of 
pharmaceutical regulation, supervision and pricing. In particular: 

- The Federal Institute for Drugs and Medical Devices (Bundesinstitut für Arzneimittel und
Medizinprodukte, "BfArM") is the regulatory body responsible for medicinal products (for
human and veterinary use).

- The Paul-Ehrlich-Institute (PEI) is the competent regulatory authority for sera, vaccines, blood
preparations, bone marrow preparations, tissue preparations, tissues, allergens, advanced
therapy medicinal products, xenogeneic medicinal products or blood components
manufactured using genetic engineering.

Both the BfArM and the PEI are executive agencies of the Federal Ministry of Health. In relation to 
marketing authorisations for medicinal products, the BfArM/PEI is responsible for applications made 
through the national procedure and will act as the competent authority where Germany is designated 
as the reference member state in the mutual recognition procedure or the decentralised procedure. 
The German local authorities are in charge of supervising the manufacture, testing, storage, 
distribution, marketing and sale of pharmaceuticals in Germany87. 

Each pharmaceutical producer with a production site in Germany requires an authorisation to produce 
pharmaceutical products (Herstellungserlaubnis) as set out in the German Pharmaceuticals Act. 
The producer has to fulfil certain requirements regarding quality management, personnel, hygiene 
requirements, production proceedings and storage in accordance with the regulation on the 
production of pharmaceutical products and active ingredients (Arzneimittel- und Wirkstoffherstellungs-
verordnung) which corresponds with the Good Manufacturing Practices Directive established by the 
EU Directive 2003/94/EC. Compliance with the authorisation requirements is regularly supervised by 
the Federal Institute for Pharmaceuticals or the Paul-Ehrlich-Institute88. 

86 For this section texts have been selected from Blümel 2016 
87 www.united-kingdom.taylorwessing.com 
88 Norton Rose Fulbright 2013 
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If a pharmaceutical product is already subject to a marketing authorisation in one EU member state, a 
mutual recognition procedure is available in order to obtain authorisation in any other EU member 
state. Further, EEA-wide marketing authorisations may be obtained via a centralised procedure under 
which applications are made directly to the European Medicines Agency (EMA). This proceeding is 
compulsory for medicines derived from biotechnology, advanced-therapy medicines, human 
medicines for the treatment of certain diseases and other special medicines. Application for central 
authorisation for other medicines is optional89. 

After market authorisation, pharmaceutical companies have to document and report any side effects 
of the pharmaceuticals and take appropriate measures (pharmacovigilance). 
Promotion of pharmaceuticals is strictly regulated by the Law on Advertising in the Health Care 
System (Heilmittelwerbegesetz). A distinction has to be made between promotion directed towards 
medical professionals and patients. For example, the promotion of pharmaceuticals which require an 
authorisation but have not yet been authorised is not permitted, and pharmaceuticals which are only 
available on prescription may only be marketed to doctors, pharmacists and other people who 
distribute such pharmaceuticals90. 

Coverage of pharmaceuticals is regulated by the Federal Joint Committee. 
For pharmaceuticals (both patented and generic) there is a reference pricing system for SHI 
reimbursement, whereby reference prices are defined nationally for groups of similar pharmaceuticals 
with reimbursement capped at that level. Prices can be set higher with the patient paying the 
difference. In practice, very few drugs exceed the reference price91.  

On 1 January 2011, the Act on the Reorganization of the Pharmaceutical Market (Arzneimittel-
marktneuordnungsgesetz – AMNOG) was passed. The aim of AMNOG is to curb the rapidly 
increasing drug expenditures of the statutory health insurance funds. The law opens the path for fair 
competition and a stronger orientation on the well-being of patients. The AMNOG creates a new 
balance between innovation and affordability of drugs. The future use of medication for patients will 
determine the price of the medication. 
Manufacturers are required to provide evidence of additional patient benefits for all pharmaceuticals 
with new active ingredients. The Joint Federal Committee assess the additional benefits a new 
pharmaceutical has. An amount will be fixed for pharmaceuticals without supplementary use. If this is 
not possible because there are no other pharmacologically and therapeutically comparable drugs, the 
manufacturer agrees with the statutory health insurance a reimbursement amount, which cannot lead 
to a higher cost against the comparison therapy. For medicinal products with supplementary uses, the 
prices are negotiated on the basis of the evaluation of the additional benefit. 

Germany: Expenditure retail pharmaceuticals by type of financing 

- Government & compulsory schemes:
- Voluntary HI
- Out-of-pocket
- Other

83.9% 
 0.2% 
15.7% 
 0.2% 

OECD Health Statistics 2017 

5.5. Primary care and hospitals 

Public health 
Public health is the responsibility of the Länder, but 14 out of 16 have devolved public health functions 
to municipalities. The Länder (or municipalities) are responsible for surveillance of communicable 
disease and health promotion and education. Historically, the Länder have resisted the influence of 
the federal government on public health, and although some elements of public health have been 
included in SHI in recent decades (such as cancer screening) other interventions have separate 
agreements (e.g. immunizations)92. 

89 Norton Rose Fulbright 2013 
90 Norton Rose Fulbright 2013 
91 Busse 2014 
92 Busse 2014 
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Primary care 
Ambulatory healthcare is mainly delivered by General practitioners (GPs) and specialists in private 
(for profit) practice. Patients have free choice of physicians, psychotherapists, dentists, pharmacists 
and emergency care93. GPs have no formal gatekeeping function and registration with a family 
physician is not required. But sickness funds are required to offer their members the option to enroll in 
a “family physician care model,” which has been shown to provide better services and also often 
provides incentives for complying with gatekeeping rules. 

GP’s and specialists in ambulatory care, who get reimbursed by SHI, are by law mandatory members 
of regional associations that negotiate contracts with sickness funds. Regional associations of SHI-
accredited physicians are responsible for coordinating care requirements within their region, and act 
as financial intermediaries to the sickness funds and the physicians in ambulatory care94. 
Most ambulatory physicians work in solo private practices.  

Around half of self-employed SHI-accredited physicians in ambulatory care practice as family 
physicians (including GPs and pediatricians), the other half practice as specialists. 

Ambulatory care physicians (GPs and specialists) are generally reimbursed on a fee-for-service basis, 
according to a uniform fee schedule negotiated between sickness funds and physicians. Payments 
are limited to predefined maximum numbers of patients per practice and reimbursement points per 
patient, setting thresholds on the number of patients and treatments per patient for which a physician 
can be reimbursed. Overall spending for outpatient treatments and regions is capped. GPs and 
specialists also get an fee-for-service for the treatment of private patients, but the private tariffs are 
usually higher than the tariffs in the SHI uniform fee schedule.  
Physicians working in multispecialty clinics are salaried employees95. 

Financial incentives for care coordination can be part of integrated care contracts, but are not 
routinely implemented. The only regular financial incentive that GPs receive is a fixed annual bonus 
(€120) for patients enrolled in a Disease Management Program (DMP), in which physicians provide 
patient training and document patient data. Bundled payments are not common in primary care, but a 
regional initiative, “Healthy Kinzigtal” (Kinzigtal is a valley in southeast Germany), provides an 
example of a shared savings model offering primary care doctors and other providers financial 
incentives for integrating care across providers and services. Administrative mechanisms for direct 
patient payments to providers: SHI physicians in ambulatory care bill their regional associations 
according to a uniform fee schedule; the associations are in turn reimbursed by sickness funds96. 

Payment for ambulatory care is subject to predetermined price schemes for each profession (one for 
SHI services and one for private services). Payment of physicians by the SHI is made from an overall 
morbidity-adjusted capitation budget paid by the sickness funds to the regional associations of SHI 
physicians (Kassenärztliche Vereinigungen), which they then distribute to their members according to 
the volume of services provided (with various adjustments). Payment for private services is on a fee-
for-service basis using the private fee scale, although individual practitioners typically charge 
multiples of the fees indicated97.  
SHI physicians in ambulatory care bill their regional associations according to a uniform fee schedule; 
the associations are in turn reimbursed by sickness funds. Copayments or payments for services not 
included in the benefit catalogue are paid directly to the provider. In cases of private health insurance, 
patients pay up front and submit claims to the insurance company for reimbursement.  

After-hours care is organized by the regional associations of SHI-accredited physicians to ensure 
access to ambulatory care. Physicians are obliged to provide after-hours care in their practice, with 
differing regional regulations. In some areas (e.g., Berlin), after-hours care has been delegated to 
hospitals. The patient is given a report of the visit afterwards to hand to his or her GP. There is also a 
tight network of emergency care providers (the responsibility of the municipalities). After-hours care 

93 Busse 2014 
94 Blümel 2016 
95 Blümel 2016 
96 Blümel 2016 
97 Busse 2014 
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assistance is also available via a nationwide telephone hotline (116 117-Ärztlicher Bereitschafts-
dienst). Payment for ambulatory after-hours care is based on the above-mentioned fee schedules, 
again with differences in the amount of reimbursement for SHI and PHI98. 
 
DMPs (Disease Management Plans) 
Structured disease management programs (DMPs), were introduced 2003. These were intended to 
organize the treatment and care of chronically ill patients across the boundaries of the individual 
service providers. Healthcare services for patients registered with one or several DMPs are provided 
using evidence-based guidelines and across the boundaries of the individual service providers. In 
contrast to integrated care, which is aimed at cross-sector patient care, DMPs primarily aim at 
coordinating services at the ambulatory care level. 
Up until the introduction of the Central Reallocation Pool and the associated morbidity-based risk 
structure compensation in 2009, DMPs were integrated into the risk structure compensation, which 
created an important incentive for the sickness funds to introduce structured treatment programs. 
Insured individuals registered with one of the programs were a separate group within the morbidity-
based risk-adjustment scheme, which for them resulted in higher standardized healthcare expenditure 
in almost all age groups. In 2009, this financial incentive for the sickness funds to introduce DMPs 
was abolished, as all indications of the existing DMPs are among the 80 diseases eligible to be taken 
into consideration under the morbidity-based risk-adjustment scheme. However, for the continued 
support of DMPs, the sickness funds receive a lump sum for each DMP participant in order to cover 
the program costs.  
 
Hospitals 
Between 1972 and 1986, the federal government and the Länder were jointly responsible for hospital 
policy making, but in 1986 the Länder once again assumed sole responsibility. Länder own and 
partially finance medical school hospitals and accredited teaching hospitals. They enforce 
accreditation and licensing of health facilities and of health professionals working in social services. 
The Länder are responsible for policy development and implementation of social and nursing 
services, social assistance, youth services, and social work99. The Länders determine hospital 
capacity, while ambulatory care capacity is subject to rules set  by the Federal Joint Committee. 
 
Hospital care is delivered by a mixture of public, non-profit, and private for-profit organizations. Public-
sector hospitals provide about 48% of all hospital beds, non-profit hospitals provide about 34% of the 
beds, private not-for-profits account for about 18%. The number of private, for-profit hospitals has 
been growing in recent years (now around one-sixth of all beds). In Germany some 20 hospital chains 
are active. If a public hospital is in financial difficulties the private hospital chains can consider a 
takeover. With their financial backing they are generally able to restructure the hospital upon takeover 
and attempt to turn the hospital into a profit making company. 
 
German hospitals have traditionally concentrated on inpatient care; sectoral borders to ambulatory 
care were strict100. Since 2004, hospitals have been able to provide ambulatory care services to 
certain groups of people with highly specialized treatment needs. Also the development of integrated 
care models (since 2000) and DMPs (since 2002) have offered new opportunities for hospitals to 
become active in ambulatory care. 
All hospitals are staffed principally by salaried doctors. Senior doctors are allowed to treat privately 
insured patients on an fee-for-service basis.  
 
Hospitals are financed through “dual financing”, with financing of capital investments through the 
Länder and running costs through the sickness funds, private health insurers and self-pay patients,  
although the sickness funds finance the majority of operating costs (including all costs for medical 
goods and personnel). Financing of running costs is negotiated between individual hospitals and 
Länder associations of sickness funds, and primarily takes place through diagnosis-related groups 
(Diagnose-bezogene Fallpauschale; DRGs), currently based on around 1,200 DRG categories101. 
 

                                                           
98 Blümel 2016 
99 Solsten 1999 
100 Busse 2014 
101 Busse 2014 
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The Länder governments are responsible for capital investments, which are based on state-level 
hospital requirement plans. The investments are made independently of hospital ownership and 
according to the priorities of each Länder government. While the Länder are responsibility for major 
investments, such as large-scale medical technology and the construction of buildings, the 
responsibility for financing building maintenance and repairs lies with the sickness funds. 

Germany: Expenditure by type of service 

Inpatient care 
Outpatient care 
Long-term care 
Medical goods 
Collective services 

28% 
28% 
16% 
20% 
  8% 

OECD Health Statistics 2017 

5.6. Recent developments 

Integration of care  
A key feature of the healthcare delivery system in Germany is the clear institutional separation 
between public health services, ambulatory care and hospital (inpatient) care. This has increasingly 
been perceived as a barrier to change and so provisions for integrated care are being introduced with 
the aim of improving cooperation between ambulatory physicians and hospitals. 
Many efforts to improve care coordination have been implemented, e.g., sickness funds offer 
integrated-care contracts and DMP’s for chronic illnesses to improve care for chronically ill patients 
and to improve coordination among providers in the ambulatory sector.  
In December 2014, 9,917 registered DMP’s for six indications had together enrolled about 6,5 million 
patients (more than 8% of all the SHI-insured). There is no pooling of funding streams between the 
health and social care sectors. From 2016, the Innovation Fund has promoted new forms of cross-
sectoral and integrated care (also for vulnerable groups)102. 

Electronic health records  
About 90% of physicians in private practice use electronic health records (EHRs) to help with billing, 
documentation, tracking of laboratory data, and quality assurance. The use of online services to 
transmit billing information and documentation from disease management programs is obligatory. 
Hospitals have implemented EHRs to varying degrees. Unique patient identifiers do not exist and 
interoperability is limited, as data safety concerns represent a significant obstacle. 
As of 2015, electronic medical chip cards have been used nationwide by all the SHI-insured; they 
encode personal information such as the person’s name, address, date of birth, and sickness fund, 
along with details of insurance coverage and the person’s status regarding supplementary charges. In 
2015, the Federal Cabinet proposed a bill for secure digital communication and health care 
applications (E-Health Act), which provides concrete deadlines for implementing infrastructure and 
electronic applications, and introduces incentives and sanctions if schedules are not adhered to. SHI 
physicians receive additional fees for transmitting electronic medical reports, collecting and 
documenting emergency records (from 2018), and managing and reviewing basic insurance claims 
data online. From July 2018, SHI physicians who do not participate in the online review of the basic 
insurance claims data will receive reduced remuneration. Furthermore, in order to ensure greater 
safety in drug therapy, patients who use at least three prescribed drugs simultaneously will receive an 
individualized medication plan, started October 2016. In the medium term, this medication plan will be 
included in the electronic medical record103.  

Act to Strengthen SHI Health Care Provision 
In June 2015, parliament passed the Act to Strengthen SHI Health Care Provision. This act is based 
on the 2011 SHI Care Structures Act, and takes measures to further strengthen service provision 
structures for SHI patients, particularly in underserved rural areas. These measures include; 

• a right for municipalities to establish medical treatment centres;

102 Blümel 2016 
103 Blümel 2016 
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• a ban on transferring SHI-accredited practices to successors in overserved areas;

• the establishment of appointment service centres that would guarantee a specialist;
appointment within four weeks; and

• the promotion of innovative forms of care, especially through the establishment of an
Innovation Fund at the Federal Joint Committee endowed with €300 million annually from
2016 to 2019.

Quality of care 
The Hospital Care Structure Reform Act came into force in January 2016. The Act aims to strengthen 
the quality of hospital care and improve the financing possibilities available to hospitals. 
The government commissioned the Federal Joint Committee to establish the Institute for Quality and 
Transparency in Health Care, replacing the AQUA Institute. The institute was established in January 
2016, with the task of developing further indicators for quality assurance, which might provide an 
additional criterion for decisions on hospital planning and payment as well as a more patient-friendly 
design for hospital reports. Process and (partly) outcome quality are addressed through the 
mandatory quality reporting system for the roughly 2,000 acute-care hospitals.  

A nursing jobs funding program is being set up, with a view to strengthening direct nursing care for 
patients. From 2019 onwards, 330 million euros per year will be made available on a permanent 
basis104.  

Local Expert: Manuel Mandler 

104 www.bundesgesundheitsministerium.de 
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