
https://doi.org/10.1177/0046958019838367

Creative Commons Non Commercial CC BY-NC: This article is distributed under the terms of the Creative Commons 
Attribution-NonCommercial 4.0 License (http://www.creativecommons.org/licenses/by-nc/4.0/) which permits non-commercial 

use, reproduction and distribution of the work without further permission provided the original work is attributed as specified on the SAGE and 
Open Access pages (https://us.sagepub.com/en-us/nam/open-access-at-sage).

INQUIRY: The Journal of Health Care
Organization, Provision, and Financing

Volume 56: 1 –10
© The Author(s) 2019

Article reuse guidelines:
sagepub.com/journals-permissions 
DOI: 10.1177/0046958019838367

journals.sagepub.com/home/inq

Limited Consequences of a Transition  
From Activity-Based Financing to  
Budgeting: Four Reasons Why  
According to Swedish Hospital Managers

Lina Maria Ellegård, PhD1  and Anna Häger Glenngård, PhD1 

Abstract
Activity-based financing (ABF) and global budgeting are two common reimbursement models in hospital care that embody 
different incentives for cost containment and quality. The purpose of this study was to explore and describe perceptions 
from the provider perspective about how and why replacing variable ABF by global budgets affects daily operations and 
provided services. The study setting is a large Swedish county council that went from traditional budgeting to an ABF system 
and then back again in the period 2005-2012. Based on semistructured interviews with midlevel managers and analysis of 
administrative data, we conclude that the transition back from ABF to budgeting has had limited consequences and suggest 4 
reasons why: (1) Midlevel managers dampen effects of changes in the external control; (2) the actual design of the different 
reimbursement models differed from the textbook design; (3) the purchasing body’s use of other management controls did 
not change; (4) incentives bypassing the purchasing body’s controls dampened the consequences. The study highlights the 
challenges associated with improvement strategies that rely exclusively on budget system changes within traditional tax-
funded and politically managed health care systems.
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What do we already know about this topic?
Replacing global budgeting by activity-based financing (ABF) of hospitals may increase cost-efficiency but may also 
dampen the incentives for quality-improving innovations.
How does your research contribute to the field?
This is one of the first studies of the consequences of abandoning ABF for traditional global budgeting.
What are your research’s implications toward theory, practice, or policy?
Our results highlight how factors within and beyond policy makers’ control serve to dampen the potential impacts of the 
changing financial incentive structure.

Original Research

Introduction

A persistent challenge for health care systems worldwide is to 
reconcile the tensions between ensuring timely and equitable 
access to high-quality health services within a limited budget. 
The reimbursement system is one of the tools that payers and 
policymakers use to influence the behavior of health care pro-
viders. In many health care systems, the core reimbursement 
system for hospitals is either some variant of activity-based 
financing (ABF) or global budgeting.1 With prespecified reim-
bursement, both ABF and budgeting give stronger incentives 
to economize on resources per case than retrospective cost-
based reimbursement.2 Budgeting can be argued to offer 

stronger incentives for cost containment than ABF models, as 
the budget allocation is independent of the actual volume of 
services, whereas the total reimbursement in ABF depends on 
the number and severity of cases. In practice, though, ABF 
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models often include volume ceilings that mitigate the differ-
ence between the two modes of reimbursement.3

ABF and budgeting are basically systems for distributing 
resources with no explicit regard for the quality of delivered 
health services.4 To incentivize the provision of high-quality 
services and stimulate improvements, payers have instead 
experimented with complementary reimbursement forms such 
as pay-for-performance (P4P)5,6 or proactive pricing of certain 
interventions.7 The ability of such tools to stimulate quality 
improvements is limited by their inherent top-down formula-
tion; that is, the funding body can only incentivize quality 
improvements that they are knowledgeable about. In practice, 
P4P consequently tend to focus on narrow aspects of care such 
as compliance with specific guidelines.8 The information 
asymmetries permeating principal-agent relations in health 
care,9,10 not least with regard to technological developments, 
place severe restrictions on the ability of P4P and similar tools 
to stimulate quality improvement. It is therefore important that 
the core reimbursement system fosters, or at least does not pre-
vent, improvements initiated bottom-up by health care profes-
sionals. How do the main modes of reimbursement, ABF and 
budgeting, compare in this respect?

Budgeting gives no explicit incentives for improvements, 
although it does not punish such initiatives either. The incen-
tive for cost-efficiency per case in ABF systems may inhibit 
the adoption of better but more expensive technologies for a 
given case.11 It does not incentivize innovations that transfer 
patients to lower paying categories (such as treating patients 
in outpatient care instead of inpatient care when medically 
warranted) either.12 Another well-known concern with ABF 
is the incentive to discharge patients too early or to shun 
costly patients.13,14 Furthermore, it has been argued that the 
emphasis on external rewards in ABF systems may devalue 
professionals’ sense of autonomy and thus crowd out their 
intrinsic motivation for their work.15-19 Taken together, these 
characteristics of ABF suggest that budgeting may be supe-
rior in terms of offering incentives for quality improvements 
without sacrificing cost containment.

The Swedish health care system offers an excellent con-
text in which to explore this idea. The central government is 
responsible for overall health care policy and legislation, but 
the responsibility for financing and organizing health care is 
decentralized to 21 independent county councils. While all 
Swedish counties use DRGs to describe performance, only a 
subset of the county councils have ever replaced the tradi-
tional budgeting model for allocating resources to hospitals 
with an ABF system based on DRGs.20 Moreover, almost 20 
years in to the new millennium, most county councils with 
experience of ABF have returned to global budgeting. A sim-
ilar trend has been seen in Denmark, where recent research 
has analyzed the discourse behind the return from ABF to 
global budgeting21 and the development of profession-driven 
performance indicators within the new global payment 
regime.12,22 The pendulum between ABF and budgeting fol-
lows the common trajectory of public sector reforms, where 

each reform introduced as a solution to an identified problem 
creates new problems, generating a new round of reform.23 
However, there is a lack of evidence with regard to how the 
return to budgeting affects daily operations.

The purpose of this study is to explore and describe per-
ceptions from the provider perspective about how and why 
replacing variable ABF by global budgets affect daily opera-
tions and provided services, based on a case study of a 
Swedish county council which introduced such a change in 
the hospital sector in 2012.

Theoretical Framework

The reimbursement model is one way for the payer to control 
the behavior of providers. Whether a new reimbursement 
model will have the desired consequences depends on how it 
is implemented in practice. Reimbursement models do not 
operate in isolation but are interrelated with other manage-
ment controls.24 Controls should ideally be carefully chosen, 
aligned, and adapted to fit the context in which they are situ-
ated, including demands from different actors. In publicly 
funded health care, relevant actors are health care providers, 
patients, and governments, where the two latter are princi-
pals and the providers are agents.25

The implementation of a new reimbursement model is 
usually led by actors at the top of the organization. We there-
fore choose to employ an analytical framework using a top-
down approach to study implementation. Specifically, we 
embed the analysis in Sabatier and Mazmanian’s top-down 
framework (henceforth, the SM framework), which includes 
6 conditions for effective implementation of a policy26,27:

1. The policy has clear and consistent objectives.
2. The policy is supported by adequate causal theory, in 

the sense that it is plausible that the policy, if fully imple-
mented, would lead to the intended consequences.

3. The implementation process is legally structured to 
enhance compliance by implementing officials and 
target groups. This means that preexisting structures 
and routines are either compatible with, or modified 
to be aligned with, efforts to implement the new 
policy.

4. Committed and skillful implementing officials. With 
their considerable discretion over the services actu-
ally provided, physicians and midlevel managers 
who do not commit to the policy may impede the 
implementation process.28,29 In this regard, the imple-
mentation of policies that clash with officials’ own 
professional ethos may be particularly challenging.17

5. Support of interest groups and sovereigns. This is 
essentially condition 4 applied to actors outside the 
health care system. In the case of Swedish health 
care, patients constitute the key interest group and the 
national government is the only sovereign party to 
the counties.
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6. Absence of changes in socioeconomic conditions 
which substantially undermine the political support 
or causal theory.

Data and Methods

A comparative case study with an explorative onset was used 
to answer the following research question:

Research Question 1: How and why has the return from 
ABF to global budgets affected daily operations in hospi-
tal care?

We study 6 medical specialist areas in the Swedish county 
council Region Skåne (RS), which abandoned its ABF and 
returned to budgeting in the hospital sector in 2012. 
Employing a qualitative study approach, we are able to 
explore in what way reimbursement systems are interrelated 
with other controls and dependent on the context in which 
they are situated.24

The Case

RS is responsible for the care of the 1.3 million inhabitants in 
Skåne. The bulk of specialized care is provided by 8 publicly 
owned hospitals, of which 1 is a university hospital located 
in the metropolitan area (Malmö-Lund). The council uses a 
purchaser-provider organization in which a politically 
appointed purchasing body, the Health Care Board (HCB), 
contracts with the health care providers. Each hospital was 
an independent provider organization until 2013, when the 
nonuniversity hospitals became subordinated to 2 newly cre-
ated geographically based provider organizations. The uni-
versity hospital still contracts directly with HCB.

The reimbursement system of hospitals in Skåne can be 
described as a pendulum swinging from a traditional global 
budget system to a partly ABF system and then back to bud-
geting again (Table 1). Notably, though, hospital staff have 
been reimbursed by fixed salaries throughout the period.

During the first era of budgeting (up until and including 
2005), appropriations were based on the last year’s budget 
and the purchaser did not specify how large care volumes the 
appropriations were supposed to cover. Each provider orga-
nization had responsibility of meeting the care needs of the 
population in its uptake area.

In 2006, the council adopted ABF in hospital care. In 
somatic care, prices for services involving physicians were 
defined using the Diagnosis Related Groups (DRGs) of the 
Nord-DRG system and a mix of national and regional weight 
lists.20 For care types lacking DRGs (e.g., psychiatric care and 
treatments by nonphysicians), the region constructed internal 
prices aimed to reflect relative costs of involved professional 
categories. DRG classification was not a novelty in RS, as it 
had been used since the late 1990s to describe providers’ per-
formance and to regulate reimbursements for cross-hospital 

patient flows. However, it was not until 2006 that ABF 
became a substantial part of the basic reimbursement for hos-
pitals. During the ABF era, 40% to 60% of the providers’ rev-
enues were activity based up to a cap, specific for each 
provider organization. The cap was determined by a back-
ward calculation starting from a detailed production plan 
developed by centrally placed medical advisors. The plan 
specified exactly the number of services in different catego-
ries that would correspond to the maximum payment. Notably, 
individual hospitals or clinics could claim compensation for 
compensation for production over and above their cap by tak-
ing on other providers’ patients (and thus reducing the maxi-
mum compensation available to these providers). Thus, the 
degree of ABF was larger for individual hospitals or clinics.

In 2012, the region returned to global budgeting. 
According to leading administrators at the purchasing body, 
the main reason was a concern that feasible efficiency gains 
were not realized because providers had no incentive to 
choose less costly modes of care that would put patients in 
lower paying DRGs. A case in point is when providers may 
choose between treating a patient in an outpatient and inpa-
tient setting. As inpatient DRGs are typically worth more 
than outpatient DRGs, providers had incentives to choose 
inpatient care even if there was no medical advantage of 
doing so.i By moving to a budget system in which providers’ 
appropriations were not based on historical costs, this incen-
tive could be avoided. Thus, the first budget was based on the 
care volume plans for 2011, with prices updated for 2012, 
and since then, the appropriations have simply been adjusted 
upward by an index together with some adjustment for intra-
regional demographic developments.

To counter the risk that the abolishment of ABF would 
reduce hospitals’ activity levels, the purchaser initially 
retained the production plans. The production plan for 2011 
was used, with only slight modifications to account for medi-
cal developments. However, the 2011 production plan was 
soon perceived as dated and abandoned in 2015. Since then, 
the instruction to providers is simply that they are jointly 
responsible for meeting the care needs of the whole popula-
tion in the region.

Collection of Data

An inductive approach was used to collect, structure, and 
interpret both qualitative and quantitative data on how and 
why replacing variable ABF by global budgets affect daily 
operations and provided services in RS. Two sources of data 
were used:

•• Semistructured face-to-face interviews with 6 mid-
level managers of different medical specialist areas in 
3 hospitals (Table 2). Criteria for selecting cases were 
(1) experience of both ABF and global budgets; (2) 
similar level of resources allocated to the specialty 
before and after the change of the reimbursement 
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system; (3) specialties with different characteristics. 
Three respondents worked in the university hospital 
and the other 3 belonged to the 2 smaller provider 
organizations. A first round of interviews in May-June 
2017 included respondents from psychiatry and 2 
somatic specialties: orthopedics and surgery. A second 
round of interviews were conducted in April 2018 to 
also cover somatic specialties with chronic patients. 
The interviews lasted between 50 and 90 min. Both 
authors participated in all interviews, which were 
recorded and transcribed. The purpose of the inter-
views was to collect data about providers’ perceptions 
of consequences of the change from ABF to budgets 
(Interview Guide in the appendix).

•• Register data on care production and budget deficits 
from the county’s own administrative registers and 
official statistics on costs reported to the Swedish 
Authority of Local Authorities and Regions.

Analysis and Validation of Results

Conventional content analysis was used to analyze the col-
lected data.30 Both researchers participated in the analysis 
and interpretation of all empirical findings. The interview 
data were categorized into responses relating to cost contain-
ment, care production, quality of care, flexibility/room for 
innovations, and administrative burden. Register data and 
cost statistics were compared with statements about produc-
tion and productivity from interviews. When the empirical 
material had been compiled, preliminary results were sent to 

the interviewees for validation. One manager came back 
with minor suggestions for clarification of a quotation.

Results

The perceptions about how the shift from variable PBR to tra-
ditional fixed budgets affected the daily operations were simi-
lar among the respondents from different medical specialties. 
The overall impression from the interviews, summarized in 
Table 3, was that the return to budgeting did not lead to the 
expected consequences for the main themes of interest.

The only theme for which at least some managers’ percep-
tions were in line with expected consequences was cost con-
tainment. Three out of 6 managers had experienced that the 
new budget system embodied stronger incentives for cost 
containment, illustrated in the below quotes; the other 3 did 
not report any difference.

Before [in the ABF system], I knew that I would increase 
revenues if I accepted patients from other hospitals, but today I 
can’t count on being reimbursed for admitting patients that are 
the responsibility of other hospitals. (. . .) Nowadays, we are 
supposed to balance the budget but we don’t know what we are 
supposed to do. (Surgery)

Before, when we were reimbursed per case, we could be much 
more clear in our communication [with the purchaser] that “the 
reason why we’re not solving the accessibility problem is that we 
are not allowed to, or cannot, do more than you have told us to do, 
and that is not enough to solve the problem.” Therefore, they said: 
“This is your budget—now, solve the accessibility problem.” The 
total reimbursement was still the same and thus the problem was 
still unresolved, but now they’d delegated the responsibility for 
solving the problem to me. (Orthopedics)

All respondents perceived the incentives for productivity 
as largely unchanged, as high accessibility and short waiting 
times are always highly prioritized goals of the purchasing 
body. Register data covering the whole hospital sector indi-
cate that costs have increased and the number of DRG points 
(weighted sum of cases) have fallen in somatic care, while 
there has been a slow increase in both costs and production in 
psychiatric care (Figure 1a and b). Notably, these develop-
ments do not necessarily contradict our respondents’ 

Table 1. Description of the 3 Eras of the Reimbursement System.

Time period ABF (% of revenues) Responsibility of providers Determination of reimbursement

First budget era (-2005) 0 Satisfy care needs of population in uptake area Last year’s budget appropriation
ABF (2006-2011) 40%-60% Provide care specified in production plan DRG-weighted production
Second budget era (2012-) 0 Provide care specified in production plan 

(2012-14)
Satisfy care needs of population in whole 
region (2015-)

Budget appropriation for 2011, 
indexed upward annually with 
some additional adjustment for 
demographic changes

Note. ABF = activity-based financing; DRG = Diagnosis Related Group.

Table 2. Characteristics of Interviewed Midlevel Managers. 

Medical specialty
University 
hospital

Professional 
background

Adult psychiatry No Nurse
Orthopedics Yes Physician
Surgery No Physician
Neurology Yes Physician
Nephrology Yes Nurse
General medicine No Physician
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perceptions. While all our interviewees were aware of the 
general development, they only answered for their own medi-
cal specialties, which might have with different experiences 
than other specialties. Also, increasing costs does not imply 
decreasing cost control. As Figure 1c shows, the budget defi-
cit as share of revenues has been stable over time, which 
accords well with the perception that the cost containment 

pressure has been unchanged. Finally, the development of 
costs in the rest of Sweden has been very similar, apart from 
a temporary slowdown in Skåne between 2012 and 2013, 
which if anything suggests that the reform initially had a cost-
containing effect (Figure 1d).ii The similarity across Sweden 
suggests that the growth in costs after 2012 is due to other 
factors than the reimbursement system.

Figure 1. Diagnosis Related Group points (or the equivalent, for psychiatric care) and costs (2016 prices) relative to 2005 in (a) 
somatic and (b) psychiatric care. (c) Budget deficit in the hospital sector (only available up to 2013) and in the whole health care sector. 
(d) Per capita costs for somatic care in Skåne and the rest of Sweden (current prices).
Source. Region Skåne (production, budget deficit) and kolada.se (costs).

Table 3. Overview of Perceptions of Consequences of Return to Budgeting From Activity-Based Financing.

Incentives for 
cost containment

Incentives for 
productivity

Room for flexibility 
and innovations

Administrative 
workload

Adult psychiatry Unchanged Unchanged Decreased Unchanged
Surgery Increased Unchanged Decreased Increased
Orthopedics Increased Unchanged Unchanged Unchanged
Neurology Unchanged Unchanged Unchanged Unchanged
Nephrology Unchanged Unchanged Unchanged/decreased Unchanged
General medicine Increased Unchanged Decreased Unchanged



6 INQUIRY

When interpreting the falling number of DRG points in 
somatic care, which together with the cost growth indicates that 
productivity has fallen, it should be borne in mind that this to 
some extent is an automatic consequence of choosing outpa-
tient instead of inpatient care—which was one of the goals of 
the reform. However, it also reflects that the effort put into reg-
istering diagnoses has fallen after the return to budgeting. 
Register data for orthopedics show that the average number of 
diagnoses per inpatient care case fell from a maximum of 2.9 in 
2011 (the last year with ABF) to around 2.7 thereafter. That is, 
the development of “true” DRG points may be more favorable 
than Figure 1 suggests. In line with this, all interviewed manag-
ers in somatic care said that they put less pressure on workers 
regarding diagnosis registrations because the connection 
between registrations and the level of allocated resources had 
been removed. This was in fact the only dimension in which 
managers believed that coworkers involved in clinical work 
had been affected by the return to budgeting. Apart from this, 
the theoretically greater room for flexibility and innovations in 
a budget system had not been realized, according to the respon-
dents. Some even considered the room for flexibility and inno-
vations to have decreased (Table 3), as the opportunity to 
generate extra income in the ABF model had been abolished.

It is rather more of micro management today (. . .) They [higher-
level managers and the purchaser] are monitoring resource use, 
staff size, care volumes in both outpatient and inpatient care. 
There are performance indicators everywhere in this new 
system. (Surgery)

If I make a change on April 1th then I will not get compensation for 
it. In the earlier model, we could in a sense get compensated because 
if we worked a little more, then we could earn a little more and then 
that could be sufficient to finance something else. So I feel that that 
is a limitation in the present [budget] model. (Psychiatry)

The perceptions about why the shift from ABF to budget-
ing had had limited consequences for daily operations were 
also similar among the respondents. These perceptions can 
be sorted under 4 themes.

1. Midlevel managers dampen effects of changes in the 
external control. The midlevel managers explained 
that patients’ care needs do not change as the reim-
bursement system change and that their first priority is 
to meet these needs. Therefore, they had developed 
strategies to cope with reoccurring changes in the 
external control to give coworkers a feeling of stability 
in the organization and enable them to continue their 
daily work with patients as usual. Thus, midlevel man-
agers act as umbrellas, filtering the information flows 
between the higher level managers and the health care 
professionals involved in clinical work.

I pretend that we are still in the ABF system. I know that we’re 
not, but I pretend that we are in order to provide good healthcare 

services. That is, our mission is to treat as many patients as we 
can within the budget constraint. But there are no incentives in 
this system. It’s just me pretending that there is. (Surgery)

I’ve always believed in this [ABF] system. So, we have continued 
to work in its spirit. (. . .) I think it will come back. Moreover, I 
think it provides sound incentives. (General medicine)

To understand our daily operations [in the ABF system]: we 
mostly concentrated on the volume requirements (. . .) we didn’t 
care a lot about the DRGs. Therefore, when it became official 
that “your reimbursement is no longer based on DRGs,” we 
thought “OK, but was it ever really?” There were still volume 
requirements and then we could continue with the production 
plan also under the new budgeting system. [Since the purchaser 
has abolished the volume requirements] we have continued to 
use a production plan. (. . .) Otherwise, we have nothing to relate 
to. So, now it is our own management tool. (Neurology)

2. The actual design of the different reimbursement 
models differs from the textbook design. The mid-
level managers described that they did not perceive 
the change of the reimbursement system as very dras-
tic. Our review of budget documents confirms the 
views among midlevel managers: The way that 
Region Skåne operationalized the different payment 
systems in practice did not fully correspond to the 
design of the different payment systems as described 
in textbooks. In the ABF system, the variable pay-
ment never accounted for more than 60% of payment 
and the volume ceilings in the ABF were very close 
to the levels that would have been achieved anyway. 
In turn, the effectiveness of the return to the global 
budget system was hampered by the continued appli-
cation of specified care volume requirements pushing 
for a similar level of activity as before. Thus, both the 
variable ABF and the traditional fixed budget are best 
described as mixed models.

When was there a shift, really? In a way, there was not. Taking it 
to the extreme, there was never a shift because the ABF was never 
really a variable reimbursement. It was a budget; of course it was 
constructed based on the volume requirement, but it was almost as 
if they had been counting backwards to arrive at that budget. (. . .) 
I don’t think that it ever was a variable system. (Neurology)

3. The purchasing body’s use of other management 
controls did not change. As the abolishment of ABF 
was coupled by continued strict monitoring of pro-
duction, the midlevel managers did not view auton-
omy as having increased following the reintroduction 
of global budgets. They explained that the monitor-
ing of different indicators related to production and 
adherence to budget targets had remained fairly sta-
ble, or even increased, during the study period. The 
perception was that the performance measurement 
systems introduced in the 1990s had steadily 
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increased and been refined ever since, irrespective of 
the design of the reimbursement model. One of the 
interviewed midlevel managers expressed a view 
that the high-level managers did not dare to give up 
their control:

But they [the purchasing body] don’t dare to give us that 
freedom: “here’s your budget, it’s up to you how to spend it.” 
They are afraid we would lay down operations as response (. . .). 
You don’t feel free, and you feel that as the budget deficit 
increases, they try to find more control mechanisms. I think they 
would have followed up all budgets weekly if only the IT 
systems would allow for it. (Surgery)

4. Incentives bypassing the purchasing body’s controls 
dampened the consequences. Although the responsi-
bility for organization and provision of health care is 
decentralized to the 21 county councils, the central 
government is also involved in health care governance 
in Sweden. Many respondents mentioned especially 
one central government policy that was in place 2009-
2014, a targeted national government grant aimed at 
reducing waiting times, as one explanation for the con-
tinuously strong focus on keeping up productivity dur-
ing the ABF era as well as in the new budgeting era. 
The perceptions among the midlevel managers was 
that the focus on reducing waiting times—a long-
standing issue in Swedish health care—was not con-
sistently aligned with the design of the reimbursement 
model in RS. More generally, managers described a 
frustration about shifting political priorities in connec-
tion with the elections every fourth year.

Discussion and Conclusions

Ideally, the reimbursement system gives health care provid-
ers incentives to act in the interest of the funding body. In 
reality, the reimbursement system will inevitably lead to 
unintended consequences and reward behavior that is not in 
line with all overall objectives.2 Our interviews reveal that 
the theoretically greater flexibility and potential for cost con-
tainment in a global budget system compared with an ABF 
system need not be realized in practice. Several factors serve 
to dampen the impact of changes to the reimbursement sys-
tem on the overall incentive structure.

At the midlevel managerial level, the impact is dampened 
by 2 factors. One is that providers’ prime source of motivation 
is the desire to help their patients and that patients’ needs are 
largely uncorrelated with the design of reimbursement sys-
tem. Thus, the fourth condition for effective implementation 
in the SM framework—committed officials—was not ful-
filled. The patient-centeredness of medical ethics is one rea-
son why providers view patients as a more legitimate principal 
than the payer. Another reason may be that as salaried 
employees, managers and health care professionals have no 

personal financial motivation to comply with the incentives 
targeting the hospitals. Furthermore, the lacking commitment 
may relate to the repeated budget deficits, which suggest that 
the budget constraint does not bind for all hospitals and that 
managers may rationally overlook the reimbursement system. 
The second dampening factor is that midlevel managers 
actively reduce the uncertainty for health care professionals 
by filtering and absorbing changes. This result mirrors those 
of a study from another Swedish council, which found that 
midlevel managers translate and adapt incentive schemes to 
better fit health care professionals’ values.31 Managers 
develop strategies to cope with reoccurring changes in the 
external control to give coworkers a feeling of stability in the 
organization and enable them to do their daily work with 
patients. Hence, organizations may develop a resistance to 
change when they operate in a constantly changing environ-
ment.32 To affect the behavior of other members of the orga-
nization, it is important that managers signal that the change 
is there to stay and takes precedence over other controls in 
case of conflict with other parts of the control package.29

Another potential reason for the limited impact of the 
reform relates to the third condition in the SM framework, 
that is, other structures governing the context in which the 
policy is implemented. In our case, other parts of the man-
agement control package,24 particularly the use of perfor-
mance monitoring, served to reproduce a similar overall 
incentive structure as before, even in the face of an appar-
ently big change of the financial incentive structure and 
planning of activities. In a setting where governance and 
management philosophies are still firmly grounded within 
the New Public Management (NPM) paradigm,33 a reform of 
the reimbursement system per se is not sufficient to affect 
daily operations. This is perhaps best illustrated by the con-
tinued detailed monitoring of volumes and DRG points. By 
contrast, earlier research on the introduction of ABF in 
another Swedish county council in the 1990s, the decade 
when NPM first emerged as a paradigm in Sweden, docu-
mented several theoretically expected results (shorter length 
of stays and lower self-reported loss of autonomy among 
physicians).34,35 In our studied region, the introduction of 
variable DRG-based payment in 2006 was not that drastic for 
providers because demands for increased monitoring of per-
formance was introduced already in the late 1990s. Similarly, 
the continued focus on monitoring of performance made the 
reintroduction of fixed budgets in 2012 less dramatic.

Another plausible reason for the limited impact of the 
reform is that the pendulum between activity-based and fixed 
reimbursement systems did not swing all the way. The styl-
ized examples of pure reimbursement models in textbooks 
typically focus on solutions to one problem, whereas in real-
ity, different and possible conflicting objectives are often 
pursued at the same time, for example improved cost con-
tainment while maintaining a high production. Thus, in prac-
tice mixed reimbursement models are often adopted,2,3 and 
the RS case is no exception. The consequences of changing 
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reimbursement models cannot be expected to be as drastic 
when shifting between different mixed models as compared 
with implementing pure reimbursement models. In a nut-
shell, the first and second conditions in the SM framework 
were not fulfilled, as the objectives of the reform were incon-
sistent and the causal model underlying the policy therefore 
inadequate. Finally, our results indicate that the fifth condi-
tion in the SM framework, support of sovereign actors, was 
not fulfilled. The incentives used by the sovereign central 
government to influence the behavior of hospitals were for-
mulated without regard to the counties’ internal incentive 
structures, and turned out to be more in line with RS old ABF 
system than with its budgeting model.

Notwithstanding the limited effects perceived by our 
respondents, it still seems as though the abolishment of ABF 
did have some concrete consequences. For instance, the return 
to budgeting was followed by falling productivity, related to a 
change of practice regarding inpatient versus outpatient care 
and to decreasing emphasis on diagnosis registrations. These 
are all examples of theoretically expected developments, as 
budget allocations are independent of the volume and severity 
of cases treated, contrary to what is the case in ABF sys-
tems.2,3,11 Furthermore, our results highlight that although the 
intention behind the reform was to stimulate flexibility, certain 
aspects of autonomy and flexibility that were present in the 
ABF system were lost in the new regime. This is most clearly 
illustrated by the positive views on ABF among some respon-
dents, who had appreciated the possibility to finance own ini-
tiatives by increasing production during the ABF regime 
(although it should be stressed that, at the regional level, this 
increased production was financed by other clinics). The result 
that professional autonomy is not unambiguously higher with 
budgeting may be linked to the literature on external incen-
tives and intrinsic motivation.15-19The result fits well with the 
view that lack of autonomy is central to intrinsic motivation16 
and that agents’ interpretation of the external incentives deter-
mine whether these will crowd out intrinsic motivation.15

Our results come with some limitations. First of all, the 
interviews took place several years after the return to global 
budgeting. Thus, it is possible that managers’ memories are 
biased or incomplete. On the contrary, conducting the inter-
view soon after the change might have left too little time for 
anything to change. On balance, we believe that our inter-
views capture the most salient impressions managers have of 
the different systems. Another limitation is that the findings 
rely on the experiences of a small and self-selected sample of 
managers at one level of the management chain in one county 
council. These views might not translate into other contexts. 
In particular, one might expect stronger responses if the 
financial incentives directly target the physician’s income, 
although a number of studies from different contexts indicate 
that hospitals may respond to financial incentives even if 
physicians are salaried.iii,36-40 Next steps would be to conduct 
a similar study in additional counties and to include more 
levels of the management chain.

Appendix

Interview Guide

- What is your role in the organization?
- Describe the ABF model and the new budget model.
-  Describe the process when the new budget model was 

introduced (why, how, dialogue/trust in process).
- Describe pros and cons with the two models.
- What are the consequences of the new model . . .

• For you (what is controlled, degree of being con-
trolled, trust)

• For professionals at the floor (what is controlled, 
degree of being controlled, motivation, trust)

• For patients (with respect to overarching goals of 
care)

-  Are you well informed about the components of the 
overall management control package in the region?

-  How do economic incentives compare to other parts of 
the management control package (MCP)?

-  Describe the components of the overall control pack-
age (especially monitoring). Changes over time in 
degree of monitoring and administrative burden?

-  Except for the reimbursement system, what other com-
ponents of the MCP have been changed during this 
period?
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Notes

i. Interview with Charlotte Karbassi, head of the budget office, 
in May 2017.

ii. The figure shows per capita costs. Total costs have increased 
more in Skåne, but only in par with the growth of the popula-
tion size. The picture is similar in psychiatry.

iii. Similarly, Swedish primary care providers seem to respond 
to financial incentives, even though general practitioners are 
salaried.41-43
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