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INTRODUCTION

The scope of the hedlth reform envisioned in Colombia and the speed with which it was eventualy
implemented have captured the attention of the international public health community. Certain features of
the reform; i.e., the fact that it was led by ateam of economists from the more technocratic Planning
Ministry, the emphasis on bringing about change through regulation, and a tendency to use market
mechanisms to manage health funding and provision, led to obvious comparisons with the Chilean
experience. While it can be argued that reformers in both countries resorted to similar strategies, the
politica economy in Colombia empowered other actors—notably legidators—who were able to promote
radical change and then to influence its final form. The first stages of health reform in Colombia—
incorporating the issue into the public agenda, passing legidation, and beginning implementation—
happened more quickly in Colombia than in Chile. The authoritarian regiime in Chile, contrary to many
observer’s expectations, was not able to act with greater dispatch than the more democratic regimein
Colombia. On the other hand, Colombia s more democratic context left its imprint by making the
reform’s content more far-reaching, both in depth and scope. The Colombian effort was an attempt to
change the totality of the system.

The Colombian health reform has prompted a significant transformation of the health sector and, in
spite of many difficulties, has obtained significant achievements. The main gains have been the
consolidation of new institutions within the contributory and the subsidized regimes that have contributed
to the expansion of affiliation in social security coverage in health from 20% to 53%. Also, as a result of
the reform efforts, significant new resources have been alocated to the health sector. Those achievements
have been reflected in improvements in access to health care, greater equity, and efficiency gains within
the contributory regime.

In spite of making significant progressin a short period of time, the reform has encountered serious
difficultiesin achieving its goasin full and its consolidation faces great difficulties. For example, while
there has been an increase in affiliation, this has not aways been reflected in better access to hedlth
sarvices, particularly for the poor. Also, universa affiliation by the year 2001 with the same basic health
care package (POS) for both the contributory and the subsidized regimes, will not be possible. Some of
the difficulties the reform faces can be attributed to its complexity, which has not been matched by the
level of human resources available, nor by the country’ sinstitutional capacity. This factor is particularly
acute due to regional variations within the country. Furthermore, the political aspects of the policy change
have played an important role in both promoting some elements of the reform, while impeding or halting
others.

It can be said that the important achievements of the reform have been done primarily with new
resources and through the new ingtitutions, while those that existed before the reform have been very
resistant to change. Asaresult, it is cause for concern that a process of segmentation is taking place. This
is exacerbating the differences between the two regimes—contributory and subsidized—as well as
between different income groups affiliated with the contributory regime. Marked differences between
private and public health providers remain as well.

The reform’ s implementation has achieved many of its objectivesin a short period of time. However,
the second stage of the process in which the reform finds itself today is crucia not only in determining the
overal affiliation level, but in consolidating it and making it sustainable. What lies ahead depends on the
completion of the transition process that necessarily entails the transformation of the old providers and the
reallocation of health resources aong the lines envisioned in the reform.
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POLITICAL ECONOMY CONTEXT

The political context in which the Colombian health reform of the early nineties was formulated,
legidated, and began to be implemented, needs to be explored around a pivota event—Colombia' s
process of mgjor State reform and the enactment of a new Constitution. This mgjor ingtitutional
transformation was aimed at redefining the balance of power among the three branches of government,
the relations between central and regional authorities, and the role of political parties. It was aimed at
including those social groups that had previously been disenfranchised from the formal ingtitutional
political competition. The new strength acquired by Congress as a result of these reforms raised its
negotiating power in policy making vis a vis the Executive. This new balance of power alowed the
Congress to influence certain policy initiatives such as pension reform; and to impose others on the
Executive, such as the health reform. Nevertheless, the Executive continued to be the center of policy
decision-making and to hold enough power to impose its agenda on Congress.

Colombiais an electoral democracy—in fact, it is one of the oldest in the Region—and is
characterized by party rotation. Policy decision making, however, remains exclusionary and elite-based.
Political parties play an important role in elections and patronage, but not in policy making through a
strong Congress. The Executive has significant policy-making powers. While formally all policy
initiatives need to be sanctioned in Congress, a great deal of policy making remains exclusively in the
domain of the Executive branch, which, for this purpose, resorts to Executive decrees. This Stuation, even
when modified by the Nationa Constituent Assembly (ANC), has been very important in the ability of
the Executive to pursue policy change.

The Executive has furthered this ability with the creation, since the late eighties, of pockets of
efficiency with various degrees of politica support, particularly in economic agencies such as the Central
Bank, the Ministry of Finance, and the National Planning Department. It is in these ingtitutions that small
groups of technocrats with the support of decision-makers, have played an important role in the
formulation of reforms, particularly those related to economic issues. During the early nineteen-nineties
as part of amajor State reform agenda that included both the economic and social spheres, these teams
were constituted and embedded in socia sectors such as health and pensions, to develop proposals for
social security reform.

However, the reform proposals of the Executive faced resistance at various levels. The first level
involved factions within the Executive itself. This was the case for the economic reforms pursued during
most of the eighties. The same situation arose as a reaction to economic liberalization pursued at the
outset of the Gaviria administration with major resistance stemming from within the Executive, under the
leadership of Ernesto Samper, then serving as Development minister, later to succeed Gaviria as
President.

When reform initiatives have to be discussed and approved in Congress, the interaction between the
Executive and the legidative body is a complex one, due to the characteristics of the party systemin
Colombia and the composition of the chambers. Patronage and regional competition for public resources
are important incentives in the interaction between these two branches of power. The debate in Congress
is further influenced by the low level of party cohesion, which forces the Executive to negotiate with each
member of Congress to secure his’her vote for an initiative. This situation also demands an elaborate
strategy of party coalition management by the Executive and those policy makersin favor of a particular
policy initiative.

Outside Congress, there are other groups that intervene in the process of policy making such as
producer associations, unions, think tanks, the media, and particular groups that are affected by policy
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decisions. While all may have some degree of influence at certain stages of the policy process, they are
mostly vulnerable to the State’ s agenda due to the lack of representation, fragmentation in their
interaction with policy makers, and poor ingtitutional mechanisms to influence policy formulation.

In the case of health reform in the early nineties, the particular political economy context within
which its policy process developed, was determinant. On the one hand, in 1991 a National Constituent
Assembly (ANC) was elected by popular vote with a mandate to reformulate the Constitution for the first
time in more than 100 years. This agenda of mgjor institutiona reform was reinforced by an equaly
comprehensive State reform under the leadership of the Executive and with the support of Congress.
Policy reform included opening the country’ s economy to world market competition as well as labor
reform among others. After the ANC, decentralization, education, housing, and socia security reforms
were to follow.

The implementation of the second-generation reforms—those related to the socia sphere—was
undertaken during the following administration of President Ernesto Samper. This administration held a
different position towards what has been called the modernization strategy. It was aso convinced of the
need for a consensus strategy around the policy making process and of delaying the pace of the reformsin
order to adapt them to the particular circumstances of the country. Also, the Executive' s room for
maneuver was constrained due to the political difficulties faced both at the national and international
level, as aresult of political scandals. This situation gave enormous power to Congress and different
groups such as unions and economic groups, who were thus not only able to obtain important concessions
in salaries and privileges; but were able to affect policy content. It was in this political context that the
implementation of the second-generation reforms began, with health reform being no exception.

PoLICY PROCESS

The Colombian social security reform, which included health reform, was approved in Law 100
passed in 1993. It was an ambitious and complex transformation that was made during a period of State
reform. The process of definition and approva of the reform took three years. Former President Gaviria,
under whose government the health reform took place, has stated that it is probably the most important
social transformation in Colombia during the second half of this century.! However, health reform was
not part of hisinitial policy agenda pertaining to social security reform. Instead, it was the concession the
Executive had to make to Congress in order to have the pensions reform approved. However, once the
Executive took up the banner for health reform, it was given full political support. Leadership was
assigned to Juan Luis Londofio, the minister of Health, and a small, highly-trained team working with
him.

Law 100 reflects an international trend in socia security reform, but the context, including the
forma and informal politica institutions and the main actors involved, made it particular to Colombia and
its political circumstances in the early nineties. The Law was the result of a debate in which many “policy
nodes’ were important—the National Constitutional Assembly (January-June 1991); the Social Security
Commission established by the new Constitution to define the basic points of a social security project
(July-December 1991); the reform formulation (1992); the debate in Congress with its different stages,
including commissions, plenary sessions, and the conciliatory process (1993); the drafting of the reform’s
regulatory body (January-August 1994); the transition decrees (1995); and the implementation process.

! Hommes et al., 1994.
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Due to the existence of many policy nodes and the conspicuous discussion that the health reform
generated around its goals and means, its final content was the combination of different—even
antagonistic—positions. However, most of this process of consensus building took place before the
reform reached the congressiona arena, and required the previous conciliation or disarticulation of
positions within the Executive itself. Most of the issues in discussion gravitated around the tension
between the opposed ideas of solidarity and efficiency that different groups wanted to see predominate in
the new social security system. The final result was the inclusion of both of sets of ideas as the main
principles sustaining the reform. This debate was constant from the drafting of the new Congtitution until
the reform’ s implementation stage. The other tension present during the whole reform process was over
the roles of the public and the private sectors. The reform of the health services redefined the relations
between the State, the market, and society. This was reflected in the combination of public and private
systems that was finally formulated and is being implemented.

During this process, a small group of policy makers, which we have called the “change team,” was
established in the Ministry of Health under the leadership of the Minister. During the reform’s
formulation, this team had to interact with other actors such as the members of the National Constitutiona
Assembly and the Socia Security Commission; the teams working at the National Planning Department,
the ISS and the Ministry of Hedlth; and the unions and think tanks. Nevertheless, when the proposal was
presented to the Congress, the Ministry of Health took the lead and this continued until the
implementation phase. During the implementation stage, actors that did not have much influence during
the previous stages because the process was insulated from them, took a central role. This was the case of
health workers, doctors, public health ingtitutions, and territorial authorities.

Other important actors during the whole process were representatives from territorial health
authorities, unions, congressmen, medical associations, health experts, private research institutes, health
workers, Cooperative Organizations, pre-paid medicine, producer and business associations,
pharmaceutical companies, and politicians. But the users of the system, the consumers, were not
represented either in the case of the contributory or the subsidized system. Findly, it is important to point
out that at the heart of the process remained the change team. This small group of policy makers, under
the Minister of Health’s direction and with the support of the president, was able to make important
contributions to the decision making process involving the health reform.

THE CHANGE TEAM AND OTHER POLITICAL STRATEGIES

The creation and empowerment of a change team in charge of the reform was one of the
government’s strategies to pursue hedth reform in Colombia. This change team was able to achieve
results because of the particular strategies it used, but also because its work was part of alarger State
reform agenda. Another determinant factor was the team’ s close relationship with the economic change
team. While the configuration and empowerment of the health change team was a successful strategy
during the formulation stage of the reform process, its usefulness during the legidation stage, and
particularly, its effects on the implementation stage have produced mixed results. Thus, the fact that the
reform’s implementation is still an ongoing process that precludes drawing any firm conclusions, means
that the effectiveness of such a strategy remains an open question.

The team’ s legitimacy came from its academic training and its previous work in government. It was
asmall group of policy makers, most of them technical, highly trained and with an international
background. They saw themselves as apolitical. With few exceptions, none had in mind pursuing a career
within government; rather they were attracted by the possibility of inducing tangible policy change. The
team’s joint expertise was not only in health or economics, but also in communications,
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law, and public administration. It worked in isolation from other groups within and outside the health
sector, and it was not part of the formal structure of the Ministry of Health.

The change team’ s ideological stance was in favor of modernization—changing the role of the State
in the socia sector; promoting the role of the private sector; increasing efficiency; and using mechanisms
other than those historically used in the delivery of socia services, such as targeting and demand
subsidies. In the team’ s view, the socia sector was relevant as an investment in the country’s human
capital, and in that sense, it was a necessary condition for economic development.

The team did not have a base of political support, nor did it have particular links with any specific
groups within or outside the State. Instead, its power stemmed from the support of senior policy makersin
core areas of government such as the Presidency, the Finance Ministry, and the Planning Department
(vertical networks). It dso counted on a network that team members had been building within government
during their professional careers with peersin other government agencies (horizontal networks).

This fact gave change team members independence from interest groups, but also vulnerability, since
its permanence in power and its capacity to act depended exclusively on the support of its vertical
networks. In addition to those vertical and horizontal networks, the team worked in establishing State-
society networks with particular groups that would support its reform agenda.

The team’ s composition, networks, and strategies changed according to the stage the reform was in.
During the stage of formulation and legidation, it had contact with different groups involved in the
reform. However, during the development of regulation it insulated itself from interest group influence.
Isolation was partly the result of time constraints, but also it was a ddliberate strategy aimed at retaining
control over the reform. While this strategy allowed the team to develop a number of important decrees
and to establish the basis for the development of the new actorsin avery short period of time, it became
an important source of conflict at the moment of implementation.

The team tried to institutionalize policy change through different strategies. The legal one was very
important and was materiaized in the approval of the Law 100 and its regulatory package. They aso
worked to change key personnel as well as the structure of the Ministry of Health. They established
networks with cooperative personnel aready working at the Ministry, tried to convince the group that was
going to succeed them of the benefits of the reform and placed some of the team’s members within the
new group. These strategies were complemented with the approval of significant loans from the World
Bank and the IDB and with the formation of a network of renowned international experts that favored the
reform. The sustainability and long-term benefits of these strategies will ultimately have to be assessed in
the light of the reform’s implementation, which is still in process.

The health change team made two crucia decisions during the reform that have had mixed results
during the implementation process. First, it decided to formulate alaw with general principles that could
then be further developed with more precision by the Executive during the formulation of the regulatory
body. This strategy facilitated the Law’ s gpproval and, at the same time, gave enormous room for
maneuver to the health change team during the promulgation of decrees. Nevertheless, this very same
space provided by the very generd terms of the Law has been used againgt its underlying principles once
the new administration took power and the change team was no longer in control. Secondly, it decided to
give priority to the development of the new actors that were to operate under the new system, instead of
concentrating on the direct transformation of the old existing ones — which presented great political
obstacles. In doing so, the change team thought that the new actors as well as the new alocation of
resources would stimulate the transformation of the old ones. However, these expected results have taken
longer to materialize, and, at present, the health system is composed of an array of new actorsin
combination with old ones still operating under very similar lines to those prior to the reform.






|. POLITICAL ECONOMY CONTEXT

To understand the process of health reform which took place during the early ninetiesin Colombia, it
is necessary to describe the country’s political system, particularly its policy process, the main arenas for
policy making, and the main actors intervening in those events, particularly during recent years. This
chapter provides a brief account of the contemporary events of Colombian politics, and describes
Colombia’ s institutional context.” Combining these two elements, it describes the formal and informal
rules for political competition, interest representation, and participation that determine the policy-making
process. It focuses on the the Gaviria administration, since it was during this period that the health reform
was initiated. The chapter concludes with a brief description of the Samper administration that followed,
during which the first stages of health reform implementation evolved.

INSTITUTIONAL CONTEXT

GOVERNMENT

Colombiais a Republic with a presidential form of government and a three-fold division of power:
the Executive, the Legidative, and the Judiciary. One of Colombia’s distinctive characterigticsis the level
of decentralization of power to regions (departamentos) and municipalities.

1. The Horizontal Organization of Government

The three constitutional powers operate and interact at the national level. Formally, the Executive is
in charge of implementing and enforcing the laws approved in Congress, the Legidature isin charge of
formulating and issuing laws, and the Judiciary isin responsible for solving non-armed conflicts between
individuas, and between an individual and the State. The Executive is headed by the President, who is
elected by popular vote and has a four-year mandate with no right to re-election. The next tier is formed
by a 16-member cabinet directly appointed by the President. Additionally, the Executive has three
administrative departments with the hierarchical level of a ministry. One of them, the National Planning
Department (DNP), has seats both in the Council of Ministers and in the National Council for Economic
and Socia Policy, the two highest decision-making levels for economic and social policy in the country.

The next leve of the hierarchy forming the Executive is composed of alarge variety of specialized
agencies, such as national decentralized agencies, state-owned enterprises, and public financia
ingtitutions. All of them formally depend on a ministry or on the National Planning Department, and in
spite of enjoying large degrees of autonomy, the ultimate responsibility lies in the head of the sector.
Many of these central specialized agencies operate through regional and field offices, which have little or
no autonomy and are entirely dependent on central decision-making and funding.

The Congress has two chambers:. the Senate and the House of Representatives. The 1991
Condtitution gives 97 seats to the Senate whose members are directly elected by popular vote on the basis
of anationa constituency. A few seats of the Senate are assigned to specific indigenous constituencies.

2 This chapter was written in collaboration with Manuel Salazar.
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The House of Representatives has 145 seats and is aso elected by popular vote on the basis of
departmental constituencies.® The dectoral system is based on proportiona representation, in which voters
select acomplete list of candidates. The number of lists of candidates presented for election determines the
number by which the tota number of winning votesis to be divided.

Asthe number of candidate lists grows, fewer votes are needed to win a seat in Congress. Thus, this
scheme facilitates the formation of smal clienteles that can elect amember for Congress and increase his
chances of being re-elected. This particular scheme benefits the two catchrall traditional parties, sncethe
distribution of seatsin Congress according to winning lists, introduces incentives for factionalism, patron-
client practices, and the fragmentation of interest representation. However, by the same token, this hasaso
promoted the fragmentation of traditional parties, their increasing lack of a cohesive ideology, and the
consolidation of patron-client links as the ingtitutional channels for intermediation between the parties
leadership and their political bases.

The Congress operates on the basis of speciadized committees and plenary sessions. Although the
latter isthe final and highest decision-making level, most of the discussions, debates, bargaining, and
logralling are developed within the committees. With few exceptions, acommittee’s approva is smply
sanctioned in plenary sessions.

Figure 1. Colombia: State Institutions
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The Judicid branch of power is comprised of four bodies: the Supreme Court, the Constitutional
Court, the State Council, and the General Prosecutor’ s Office. Other institutions at the national level are
the Genera Comptroller’s Office, The Generd Attorney’s Office, the National Electora Council, the
Nationa Registry Office, and the Nationa Police.

2. A Decentralized Government

The Colombian government is divided into three levels of power: national (central), regional
(departmental) and local (municipal). Since the early 1930s, regions and loca governments have lost much
of their autonomy in a centraization process affecting key regiona and local duties, such asinfrastructure,
housing, education and hedlth infrastructure, water and sewage, and education and health services. Pardld
to the expansion of central government, there was a considerable increase in the level of State intervention
in economic affairs’

However, whilelocal and regional policy decision making was rendered less and less influentid, the
party system was entirely based on the organization of local congtituencies at the regional and locdl levels.
Party structures were dependent on natural leadersin control of local clienteles. Thiswas further reinforced
by the formd ingtitutionalization of interest representation, whereby sests in Congress were defined
according to departmenta jurisdictions. As aresult, while the Executive centralized decision making and
control of the national budget, regions were able to continue to exert power and influence over budget
alocationsin the Congress. In an attempt to secure their leve of influence at the regional level, central
government agencies decentraized their activities, opening loca branches in each region. But these
bureaucracies were soon captured by regiona congtituencies, and were thus also used to increase the
regions control over loca policy making.

This tension between formal centralization and informa regiona control through party politics reached
its pesk during the 1960s and 70s, and was reversed during the 1980s and 90’ s with two radical and
comprehensive decentralization reforms. The new Constitution (1991) formally devolves most of the
government responsibilities to the regiona and loca levels, stating that regions are to elect their authorities
by popular vote, control their resources, and manage their development process. As aresult, half of the total
nationa revenues are currently transferred to local and regional authorities, and most government
functions—including health care—have been formally decentralized. While regiona and local governments
remain dependent on central government resources and decision-making, in spite of these decentraization
efforts, they nevertheless exert considerable influence on policy implementation, with health being no
exception.

PoLITICAL PARTIES

The party system in Colombia is characterized by the predominance of two traditiona parties that
emerged in the mid-19th century—Libera and Conservative. They have shared 90% of votesin
presidential and congressional elections for the last century. During the last 40 years, afew short-lived
movements have been able to control alittle over 10% of the votes; and in most cases they have been
either acoalition of small parties or a strayed fraction of the two traditiona parties. Such was the case
with the Revolutionary Libera Movement in the early 1960s, led by Lopez who became president in 1974
while still belonging to the officia Libera party; and the New Liberalism movement in the early 1980s,
led by Galan who later on became the official candidate of the Libera party in the late 1980s. The
Nationa Sdvation Movement in the late 1980s and, more recently, the Life Option in the 1998

For example, there was centralization of monetary and fiscal management in the 1920s and 1930s, rural
development programs in the 1940s, establishment of central planning agencies in the 1950s and concentration of
policy-making and the budgetary process in the 1960s.
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presidential elections, led by Sanin, afemale politician who has militated within both traditiona parties,
are other examples.

It can be argued that there have been only two cases of political movements formed outside the
realm of the traditiona parties, that were able to accumulate a significant number of votes. The Patriotic
Union (UP), the palitical arm of a guerrilla group (FARC), received enough votes to win a dozen
mayoralties and a significant share of seats in Congress in the 1980s. The Democratic Alliance, created by
a demobilized guerrilla group (M-19) and led by one of its former leaders, Navarro, obtained a third of the
total votes during the 1990 elections. This put them ahead of even the Conservative party, and enabled
them to win a dozen seats in Congress. This electoral mandate forced the government to include the
movement in the Executive's cabinet, and Navarro was made minister of health precisdly at the time
when discussions on health reform were starting. Furthermore, the M-19 movement gathered the highest
share of votes for the Constitutional Assembly (24%), and thus became a member of itstripartite
presidency, and an influentia actor in the formulation and approval of the new Constitution. In spite of
their popular mandates during the 1990 and 1991 elections, in the 1994 elections both movements
eventually lost their political presence. The UP lost all its congressional seets and presented no
presidential candidate, and the M-19's Democratic Alliance obtained only one seat in Congress and less
than 5% of the votes for president.

Both the Liberal and Conservative parties exhibit a high degree of fragmentation. Thisis particularly
s0 in the case of the Liberd party, which has been in power for most of this century. It was the Libera
party that, in 1990, introduced a system by which al of its factions—and thus its regiond leaders—were
able to participate in electoral competitions for congressional seats. By means of this system (called the
“wasp operation”), now used by al parties, each regional leader can head a candidacy list, which is
presented at the ballot box the day of the election. This approach, coupled with the fact that the greater the
number of lists, the fewer votes needed to obtain a seat, has generated an enormous number of lists from
which voters need to choose candidates.” This has further degpened party fragmentation, since a party
member with his or her own clientele has no incentives to follow party discipline or even its ideology
(Shugart, 1992). The Liberal and Conservative parties have been deprived of a cohesive eectora source of
support and have been divested of ideologica consistency. The party leaders have incentives to gpprove lists
of varied nature in order to obtain as many seats in Congress as possible (Kline, 1995). This has induced the
coalescence of multi-party and intra-party political forces without a coherent ideological position.

Such informal rules of interest representation have had considerable consequences for the policy
making process. Even though the Executive counts on extensive powers, the Congress maintains a strong
veto power. However, its power remainsin its reaction to Executive' s initiatives, since its fragmentation
precludes it from being proactive in policy formulation and legidation. Thisis due to the difficulty of
creating coalitions in support of policy issues, given that there is no party unity. Members of Congress are
not accountable for policy results, but for the particular benefits their clienteles may obtain. The
Executive is thus forced to build a congressional coalition for each policy initiative it submits for
legidation. The willingness and capability of the traditional parties to support an initiative it dways
uncertain—even in the case of the party in power. In spite of the resulting crisis in interest representation,
which has alienated parties from the political needs of the country and excluded large portions of the
population from ingtitutional politics, the traditional parties continue to have important electoral capacity
and have resisted many challenges (Archer, 1995 and 1997; Hoskyn, 1997).

®  This was the case in the 1994 elections. In 1998, the 100 senatorial seats were chosen from a total number
of 98 candidacy lists.
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OTHER GROUPS IN SOCIETY

Aside from political parties, socia groups outside the State have access to the arenas of power and
thus are capable of influencing policy making, be it by modifying its outcome or even thwarting the
implementation process. Among these groups, some of the most influential are business and producer
associations (ANDI, FASECOLDA, ASOBANCARIA, FENALCO, ANIF, and SAC); economic groups
(Group Santodomingo, Grupo Ardila Lule, Group Sarmiento, and Carvajal); professional associations
including doctors); unions (CUT, FECODE, and USO); think tanks (Fedesarrollo); academic institutions;
foundations (FES and the Corona Foundation); and the mass media and opinion leaders, such as former
presidents and journalists.

These groups have increased their mobilization and influence since the 1970s and, to a certain
extent, have filled the political space left empty by political parties. They have been the most consistent
interlocutors of the government—analyzing, doing follow-up, and criticizing public policy decisions.
Their power has depended on their level of organization, their resources, the importance of the sector they
represent, and their analytical capacity (Sanchez, 1989).

They have sought—and in most cases obtained—access to policy making through informal and
semi-ingtitutionalized channels. Their most visible and direct access to policy making is through
congressional commissions, or by having some of their members win congressional seats. But in most
cases, they resort to their anaytical authority and the knowledge and information they can bring to bear
on particular policy issuesin order to exert their influence in different policy arenas within the political
system. While Congress might be the most visible of these arenas, they place a high priority on
influencing the Executive, given itsimportance in the policy making process in Colombia.

Serving this purpose, there are clear informal channels among these socia groups and high level
decision makers in the Executive, including the president and the ministers, due to the revolving door
between government posts and positions in organizations such as producer associations, academia, think
tanks, and other private foundations. Formally, there are frequent institutional forums in which
government and pressure groups interact. Finaly, these groups resort to the mass media and to the courts
to present their cases when other channels of access have failed (Bushnel, 1993; Hoskins, 1997).

The degree of access to policy making of these groups is not serioudly limited by policy makers
attempting to gain or maintain a certain level of autonomy in decision making. The most serious
limitations stem from the nature of the groups themselves. They tend to be heterogeneous, fragmented,
and with unequal access to the arenas of policy making. In the case of producer associations, which are
among the most powerful groups, they lack member representation and in some cases are unable to force
their membership to abide by agreements reached with government. Y et, they remain the most influential
groups, clearly differentiated from the consumer associations, that have found access to policy decision
making more arduous.

Only 7% of the work force in Colombiais unionized, since half the economy is formed of small
enterprises mostly in the informa sector. While it can be argued that the union movement isfragmented
and weak in the private sector, the same cannot be said of public sector unions, particularly those related
to the provision of socia services. The latter have a higher degree of influence on the Executive, members
of Congress, and the media through their participation in commissions (where they may be formally
invited); in public debates; and in other negotiation arenas. But their main means of exerting influence
over policy decision making istheir capacity to threaten or organize civil strikes to presstheir interests,
which in most cases are related to wages and/or benefits as well asto job security.

The most powerful labor association is the public school teachers union (FECODE), which currently
has approximately 250,000 members, has a strong leadership with high representation, and is

10



Enhancing The Political Feasibility of Health Reform: The Colombia Case

very disciplined. Holding some seats in Congress, this union counts among its achievementsin
confrontation with the State, the “nationalization” of the teachersin 1975, and the modification of the
decentralization and education laws (Laws 60 and 105, 1993) according to their interests. Another union
with similar characteristics; i.e., control over the government provision of socia services, is the union of
health sector workers, although it is much less important in terms of its influence in the policy-making
process than the teachers union. The health labor movement is fragmented, with separate unions for
hospital workers, medical doctors, nurses, and others, and their actions tend to be isolated.

Outside the socia sector, other unions with particular strength are those in strategic sectors, notably
the oil workers union of Ecopetrol, the government agency in charge of oil and gas exploration,
exploitation, and distribution. Other unions with similar structure and mobilization strategies, are those of
truckers and public inter-urban transport among others. Finally, there are afew umbrella organizations,
which group together important unions and have strong influence. Such is the case of the Central Unitary
Union (CUT), which represents most labor unions; or the Public Sector Workers Union. These unions,
particularly the CUT, play an important role in the annua definition of the minimum wage, which takes
place in a tripartite government-busi ness-labor committee.

The evolution of the ingtitutional context in Colombia has facilitated the access of the socia groups
described in this section to policy making. The crisis of interest representation due to party fragmentation
and the need of weak governments to sustain their power with the support of heterogeneous coalitions
have rendered State autonomy more limited. However, it cannot be argued that there is complete State
capture, since the influence of these groups has been limited to the alteration of sector-specific policies
and particularly to negotiating or severely limiting policy implementation in their respective sectors.
Presidents with a particularly strong mandate have been able to move their policy initiatives forward in
spite of thisinfluence.

All of these actors have considerable, but not unlimited capability to influence public policy. The
Colombian State, though hardly autonomous, is not managed by any one group or single set of actors.
They have exercised their power in particular through influencing affecting sectoria policies, and in
thwarting policy implementation. Their access has been favored by the fragmentation of power within
party factions, which has enlarged channels of access to arenas of decision making such as different
groups within congress or different ministries. Their power has been increased under presidents who have
to rely on complex coalitions to be able to maintain their power. Stronger presidents have been able to
form cabinets with individuals who shared their policy vision, facilitating a certain degree of autonomy
from those pressures (Hartlyn, 1989).

GENERAL FEATURESOF THE POLICY PROCESS

THE LEGISLATIVE PROCESS

Issuing anew law or reforming a standing law is along process, that may take up to ayear during
which it may be discussed, bargainedover, and eventually approved. A bill in Congress may be initiated
in two ways. either by a member (or group of members) or by a Minister or the President on behalf of the
Executive. Some bills can only be presented to Congress by the Executive. Among these, are billsin

6 Through nationalization teachers were no longer administratively dependent on either departmental or

municipal governments, but on the central Ministry of Education. Such a measure was a clear victory for FECODE,
given that decentralization of teacher’s administrative management was considered by the union (as well as by the
Government) as the fragmentation of FECODE and its consequent undermining.
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areas such as the structure of the Executive itself, foreign exchange, foreign trade, taxation, and fiscal
matters. The new 1991 Constitution mandated that the Executive be responsible for presenting law
initiatives in areas related to a profound State reform, among these, decentralization, budgetary system
reform, and health reform. When a hill is registered in Congressit is turned over to a speciaized
committee in one of the congressional chambers. (Unlike the United States, there is no rule in Colombia
as to which of these should discuss a hill first). There, it will be given priority among other bills according
to the interests of the legisators' and the government.

It is during this period in the congressional committees that the law initiative suffersits major
changes. Political bargaining takes place between the Executive and the Congress, between congressional
factions and between the latter and interest groups in society trying to influence the policy process at this
stage. Once approved, the bill will be turned over to plenary sessions for further discussion and
bargaining, and eventual approval. If the congressional period’ in which the bill is presented comesto a
close without its agpproval, it is filed and the process must start again with the presentation of a new
initiative®. Once approved in one chamber, the bill is sent to the other chamber where it undergoes a
similar process. The second chamber to consider the bill may take one of three decisions: approve the
law and submit it to the president for his approva (and subsequent issue); introducie substantive changes
in the bill and return it to the origina chamber for further revision and discussion; or disapprove the law
thereby filing it. In the latter case it cannot be presented again in that form.

Given the particularities of interest representation in Colombia described above, political incentives
are such that legidators tend to condition their vote on national budgetary allocations and other benefits
favoring their regional and local clienteles, instead of basing it on policy content. This has turned
Congress into a node where the policy making process is slowed down and even paralyzed (Hartlyn,
1988; 1994, Archer, 1995; 1997). A few exceptions that may speed up the process occur when legidators
have a particular interest in the issue—as was the case of health reform—or when they see an opportunity
to further their personal political careers. This was the case with the 1980’ s reforms that had mayors and
governors be elected by direct popular vote, and furthered administrative decentralization (Archer, 1995;
1997).

PoLicy MAKING AND DECISION-MAKING WITHIN THE EXECUTIVE

In stark contrast with Congress, the Executive branch is the most dynamic policy arenain
Colombia singtitutional context. It is the source of nearly al of the significant policy formulation,
including those initiatives that require legidation. Until the early 1990s, the majority of policy initiatives
circumvented Congress, but the extraordinary prerogatives that alowed the Executive to do so were
curtailed in the new 1991 Constitution, which tried to re-dress the imbal ance between the branches of
power. Nevertheless, the Executive still has extensive control over the legidative process, with
prerogatives such as being the only formal origin of law initiatives in specific policy areas and having the
power to veto legisiation issued by Congress. The Executive aso has the power to govern by decree’
Thisis a prerogative bestowed by Congress to issue decrees with the force of law during specific periods
and in particular policy areas. In addition, the Executive has the authority to formulate and enforce the
regulatory body of the laws approved in Congress. In light of the very general termsin

o Congress is in session twice a year: between March 16" and June 20" and between July 20" and December
16".
8 Actually, the majority of bills end in such a manner.

® Even if limited by the new Constitution, the Executive’s power to govern by decree continues to be quite

extensive.
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which laws are usually passed, drafting the regulations provides the Executive a second window of
opportunity to shape the final outcome of its policy initiatives in spite of changes introduced during the
bargaining processin Congress. A clear example of this was the development of the regulatory body of
Law 100, the health reform. The Executive's leverage over Congress is further reinforced by the lack of
technical capacity and political will of most congressmen to assume their formal role in policy making
(Acher, 1997).

Within the Executive, the President resorts to both formal and informa mechanisms to reinforce the
power vested in him and his control over the workings of the Executive branch. One of the key formal
mechanisms is his right to appoint ministers, top- and medium-level government employees, and directors
of national decentralized agencies.'® Among the President’ s informal mechanisms is the formation of a
small team of policy makers who remain very close to him and whose combined technical and political
abilities facilitate the formulation and implementation of his policy agenda.

These groups are informal structures within government, more isolated from the political pressures
that surround the Executive than other policy makers, and yet in charge of developing policy and political
strategies. This group colonizes sectors whose reform is on their agenda, by sending some of their
members to lead the reform efforts. Such was the case of social security and health reform in 1993-94.
These groups recruit their members based mainly on meritocratic criteria where highly technical training
and previous experience in policy reform are important. The location of such a group within the
ingtitutional context varies from one administration to another, but invariably includes the Minister of
Finance and the Director of the National Planning Department (DNP). Other members of this group may
be drawn from different ministries and government agencies, such as the Central Bank and the Office of
the President.

These groups will be referred to in this study as “ change teams’ and they can be identified in
different administrations. For instance, the Barco administration had a change team formed by Luis
Fernando Alarcon, the Ministry of Finance; Maria Mercedes Cuellar, the DNP director; and German
Montoya, the DAPRE director. President Gaviria formed a strong organi zation within the State—
perceived by some observers as a para-State—within the Office of the President that continuously
interacted with the Minister of Finance (Hommes), the Director of the DNP (Montenegro), and other key
ministries depending on the policy issues. This included Health (Londofio) and Labor for elaborating the
socia security reform. President Samper relied more on the Ministry of Finance and the Director of the
DNP, and less on the Office of the President.

In spite of the power imbalance between the Executive and the Legidative branches of government
favoring the first, the Legidative power retains an important veto power. The fragmentation of the
political parties and the influence of the regions, with their propensity for rent-seeking behavior, has
dowed down policy change initiatives stemming from the Executive, sinceit is forced to lobby and
secure the votes needed to pass legidation at times on an individua basis (Acher, 1997). However, the
administration of President Gaviria stands out as an exception to the rule. The social mandate for a
thorough political and socia reform,** along with the political manewering of the change team that he

1 with the ANC, Congress gained some control over through the possibility of censorship for those

appointments.

' The Barco administration preceded the Gaviria administration in its attempts at introducing thorough State

and political reforms, such as the peace process (and the demobilization of some guerrilla groups) and the formal end
to the National Front agreement, decentralization, and major constitutional reforms. These initiatives and their first
results unleashed the political pressure for the Gaviria administration to follow and consolidate efforts in that direction.
The peace process resulted in the demobilization of four guerrilla groups and their nearly 3,500 militia. There was
also pressure to put a formal end to the National Front. The decentralization process provided evidence of the
inefficiency of State provision of social services at regional and local levels. Finally, social groups were becoming
tired of 15 years of failed attempts at reforming the Constitution.
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empowered, were able to have a series of economic and socia reforms legisated—some even
implemented. One of these reforms was the social security reform, along with its health component.

Within the Executive the highest formal decision-making bodies are the Council of Ministries, which
makes decisions on political issues, and the National Council for Socia and Economic Policy (CONPES),
which makes decisions on social and economic matters. Both bodies are chaired by the President. The
Council of Ministriesis comprised of the members of the Cabinet and the Director of the Nationa
Planning Department. The CONPES is formed by the Ministries of Foreign Relations, Finance,
Agriculture, Economic Development, Labor and Socia Security, Foreign Trade, Environment and
Transportation, the Director of the National Planning Department, the Governor of the Central Bank, the
General Manager of the National Coffee Federation, and President’ s specia advisors for economic and
socia affairs.

As aresult of the State reform initiated in the early 1990s, the responsibilities and functions of the
CONPES in the socia policy area were modified, and these now include aspects such as decentralization,
co-finance of socia services, socia security and health care, among others (Decree 2132, 1992, Art. 26).
The National Planning Department (DNP) plays the role of technical secretariat for this body of decision-
making, and in that role, it helps prepare al the white papers that are presented by the sector-specific
ministries for analysis and discussion. While the existence and activities of this body are not enforced by
law, it is here that @l policy initiativesin the socia sector are presented and discussed within the
Executive, and law initiatives to be presented in Congress stem from it. Its power and importance in the
policy process depend entirely on the president’ s support.

In the area of economic policy, the CONPES is aso in charge of discussing and approving the
government’s macroeconomic program, which is prepared by the National Planning Department, the
Central Bank, and the Ministry of Finance as well as the budget, which is prepared by the Ministry of
Finance and the National Planning Department, before it is sent to Congress for approval.

Once the CONPES has defined the policy guidelines and the budget has been approved, ministries
enjoy a high degree of autonomy for policy decision making. Thisis aso true for the national
decentralized agencies, which have alarge space for maneuver to exercise their mandates. More
interestingly, the lack of coordination between these agencies and regional and local level governments
presents a serious impediment to implementation of the policy guiddines decided at the central level. The
agencies field offices have little leverage and low decision-making capacity, in spite of having a high
degree of influence in the implementation process. This results in very weak coordination between the
central, regional, and local governments.

Another factor that greatly undermines the Executive' s capacity to promote policy initiativesis the
high degree of circulation in top positions at the ministerial level. Thisis particularly conspicuous in the
social sector ministries that are not as strategic as the Finance Ministry and the Planning Department, and
are therefore used by the President for political purposes, such as maintaining his coalition of support
among party factions Hartlyn (1994). The weaker the government in power, the higher the degree of
crculation and, as a consequence, the higher the level of State paralysis in policy making.

A BRIEF ACCOUNT OF POLITICSIN COLOMBIA SINCE THE 1950s

The events of the 1950s mark an important turn in Colombian political history, and are at the core of
contemporary politics and policy making. After a period of great political violence and State
decomposition interspersed by a brief military regime, the political elite in Colombia established an
accord that sought to end violence and establish the rules for power-sharing among the two traditional
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parties—Libera and Conservative. This new form of institutionalization was called the National Front
and it changed dramatically not only the rules of political competition, but policy decison making in al
branches of power ever since. Although the National Front was formally ended in 1974, its modus
operandi permeates policy making unti the present day.

THE NATIONAL FRONT (1958-86)
1. The Political System

During the 1940s and 1950s Colombia suffered a period of violence between adherents of the two
traditiona parties, which left more than 200.000 deaths and led to the imposition in 1953 of a military
regime. In order to restore civilian rule and end the violence, a bipartisan coalition formed by the leaders
of the Liberal and Conservative parties was established in 1958, called the National Front. The National
Front introduced the dternation of these parties at the presidential level every eight years by having only
one party at atime nominate a presidential candidate during electoral periods. At all the other levels of
government as well as in the Congress, power was to be shared on an equal basis, which meant that each
party was guaranteed fifty percent of the posts across the State from the national to the local levels of
governments. Each party was also guaranteed half of the congressional seats. Power sharing was furthered
by requiring a two-thirds mgjority in Congress for a new law’s approval.

The National Front achieved its goals in the short term by restoring civilian rule in 1958, and ending
inter-party violence in the following decade. However, it generated a series of side effects for politics and
policy making in Colombia. The resulting barriers for the participation of other parties and political
groups, not only further debased the incentives for competition, but, most importantly, severely limited
political participation and interest representation. This was the case of the Revolutionary Liberal
Movement, who in spite of obtaining a significant number of votes for Congress, was excluded in the
1960s. The opportunities for institutional competition among socia groups with different ideological and
political positions were rendered null. This created the conditions for the re-emergence of violence,
athough this time not among the traditional parties, but rather from socia groups excluded from political
competition against the State. Both the FARC and the ELN, the two strongest guerrilla groups, emerged
in the mid-1960s, and gained strength in the following decades.

Due to the increasing loss of ideological differentiation among the two parties due to the lack of
competition, clientelism and the distribution of government posts were soon substituted for party
discipline and the discussion of policy platforms. As aresult of the absence of ideological differentiation
and real competition among the two traditional parties, "growing eectora and systemic dienation
appeared, as the average of Colombians (sic) understood the futility of active involvement in palitics'
(Martz, 1992:29). Abstentions increased from 42% in 1958, to 60% by 1978 in the case of presidentia
elections; and from 31% in 1958 to 67% in 1978 for congressional elections (Hartlyn, 1988). The political
elite responded to this vacuum of interest in participation by expanding its clientdistic network, but did
not lower the entry barriers to other political forces (Leal, 1989). Nor did this have any améliorative
impact on its policy offerings.

The need for atwo-thirds mgjority in a bipartisan Congress generated the incentives for codition
building and voting on an individual basis, rather than along party lines. Power sharing brought the role of
the opposition to an end, and policy debate among political parties was merely rhetorical. Legidatorstried
to secure re-election not by studying and debating policy initiatives, but by conditioning their vote on the
allocation of public resources and benefits to their regional political bases and the control over a certain
number of government posts with the same purpose. This, in turn, promoted the emergence of regiona
and local leaders whose careers were not based in their ideological or programmatic fit with the
traditional parties, but rather their ability to control a clientele
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by obtaining public resources and benefits. The political elite at the national level reacted by centralizing
decision making in the party conventions, where national |eaders took the important decisions and elected
the presidentia candidate.

A constitutional reform in 1968 formally sought to end the Nationa Front accord by 1974, at which
time political competition was to be reintroduced at the Executive and Legidative branches, aswell as
regional and local eections. It aso reduced the number of issues requiring a two-thirds mgjority in
Congress for legidation. However, it continued to offer abasis for the continuation of coalition rule.
Furthermore, the two party rotation for the presidency, even if formally terminated, was maintained until
1978, and the distribution of government posts among the two parties on an equal basis was to continue,
with one short-lived exception until 1986."* The government by codlition continued with the same
embedded practices through the 1970s and early 1980s (Hartlyn, 1988; Leal, 1989; Dix, 1987; Kline,
1995).

2. Policy Making and Planning Processes

As aresponse to the policy immobility generated by the political arrangement described above, in
1968, the government of president LIeras Restrepo promoted a constitutional amendment geared at
strengthening the Executive’ s power, with particular emphasis on the President’ s control over economic
policy (Hartlyn, 1994; Archer, 1997). In order to increase the Executive’' s command over the economic
sector, monetary and fiscal policies were centralized and taken away from congressional intervention.
Also, control over the budget and foreign trade was re-taken by the Executive requiring the approval of
the Finance Ministry and the DNP, instead of that of Congress.

Heavily influenced by the internationa trend, which was being promoted by devel opment agencies,
the Lleras Restrepo administration aso aimed at strengthening State intervention and the centralization of
policy decision making and planning. It also aimed at the professionalization of the bureaucracy in key
areas of government, as well as the rationdization of policy making, by basing it in technical assessments
of policy and public investment projects. This prompted the formation and recruitment of a technocratic
work force in decision-making positions within the State that was to be the precursor of the technocratic
teams of the 1980s and 1990s. Two central policy making bodies were strengthened aong these lines
within the Executive. One was the Economic and Social National Council, chaired by the president,
which was to become the highest level of policy decision making. The other was the National Planning
Department, which was put in charge of the national development plan and, aong with the Finance
Ministry, of the public annual budget. All decisions related to the national budget, including budget
allocations to the different ministries and nationa agencies, were put under the joint responsibility of the
Finance Ministry and the National Planning Department.

For the sake for improving and rationalizing policy making, a particular effort was made to isolate
these two government agencies from party politics and the clientelistic network that had taken control of
all realms of the political system. Two key positions, Finance Minister and Director of the National
Planning Department, were no longer subject to political bargaining and they were assigned to technical
professionals who were close to the president. The assignment of these two policy makers tended to be
stable and the high level of circulation that permeated the other ministries was avoided.

The recruitment of policy makers for both agencies was made among highly trained technical
professionals, mostly economists, who did not have previous political experience. This effort started a
trend in which the government became the principa recruiter of the economists with graduate studies in
important universities in the United State and Europe for the following thirty years.

2" The Turbay government (1978-82).
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This strategy was to play an important part in Colombia s economic performance during that same period
of time since it successfully limited the political use of economic policy and provided the State with the
capacity to manage the increasingly complex economic policy.™ As aresult, the Ministry of Finance, the
Nationa Planning Department, the Central Bank, and the Office of the President were soon to become a
core group of agencies that provided the source and support of State reform and policy change initiatives
in the following decades. Thisincluded the health reform.

The expansion of the centra level’s control over nationa policy making was another feature of this
effort to regain dominion over policy making. More than 60 central agencies were created during the 1960s
and 1970s (Bird, 1984) putting under central control policy responsibilities previoudy in the hands of
regiona and local governments, such as water supply and sewage, health, and education. Simultaneoudly,
the government promoted the decentrdization of these agencies to regional and field of fices under the
control of the central government with no formal link to regional and local authorities, whose functions were
displaced.

In the early 1970s, as a consequence of this centralization process, health and education became the
sole responsihility of the federa government, a process that came to be caled the “nationdization” of hedlth
and educetion. From then onwards, teachers and health workers became civil servants under the jurisdiction
of the national level of government.** Tax revenue resources (Stuado Fiscal) for primary education and
health services were dlocated to the different departments, but it was the regiona offices of the ministries of
health and education who received and managed such resources, with no participation by regional
authorities.

THE POST-NATIONAL FRONT PERIOD (1986-90)
1. The Barco Government

The arrival of President Barco to power marks a turn in the contemporary political and policy history
of Colombia, since it was during his administration that the precedents of the current state of affairsin
politics and policy making were set. His profile is different from that of his predecessorsin that he had a
highly technical background to go with his experience in politics, including experience gained by his
exposure to the international arena. He had studied engineering in Colombia and had post-graduate
studiesin MIT. He had occupied technical ministries such as public works and agriculture and he had a
broad international experience in Washington as director for Colombiain the World Bank and in London
as ambassador. Barco had also actively participated in politics. He was a member of Congress for more
than twenty years and had his political base outside the capital. He had served as mayor of Bogota.

The Barco administration (1986-1990) attempted to change the political rules of the game and
introduced major State and economic reforms. Although these reform efforts were not to be consolidated
during his administration, they provided the basis for the period of mgjor reforms that were to follow in
the 1990s in the economic and socid sectors. He considered technical expertise as a condition for State
performance, and thus was the first to empower policy makers with high technical skills and entrust them
with the formulation and implementation of the public agendain several fields. He also systematically
attempted to bridge the gap between this new breed of policy makers and politicians, although he was not
aways successful in his endeavor.

3 Colombia’s economic growth averaged four points during the 1970s and 1980s and avoided the cycles of

depression and hyperinflation that were common in the other Latin American countries during that period.

YA policy reform that was supported by the education and health unions since it facilitated their unification in
one central and national body, thus strengthening their negotiating power vis a vis the State.
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The Barco administration was the first Sngle-party government since the 1940s, as aresult of the
Conservative party’ s refusal to participate in a coalition government that would have reflected electora
results. This would have given the conservatives only 35% of the government positions, instead of
automatically assgning it haf of the government’s posts. This was seen asthe end of the codition
governments established by the National Front accord, which had formally ended in 1974. It provided an
opportunity for the return of more dsciplined parties with clear ideologica profiles and separate policy
platforms resulting from the newly invigorated need for party competition (Hartlyn, 1988; Bushnell, 1993;
Kline, 1995; Dix, 1989; Cepeda, 1994; Hoskin, 1990).

1.1. Elections, Government, and Congress

President Barco did try to depart from the traditiona coalition government arrangement by
presenting his candidacy as atruly Libera platform with little space for the Conservative agenda. This
was a stark difference from the previous conservative government that incorporated the agenda and the
members of the Liberal party in atraditiona coalition government. The resulting party unity along with
the weakness'> and the lack of support for the departing conservative government™®, gave the Liberal
Party a stark majority (58%, vis a visthe Conservative Party, which obtained 34% of the votes).

But party unity for electora purposes was not to be sustained once the Liberal party wasin power. In
fact, during that period, the government’ s party lack of discipline presented the most formidable obstacle
for the State to pursue policy change. The government received serious criticism from its own ranks—
particularly in Congress—from members eager to pursue their political careers by differentiating
themselves and/or their factions, instead of via party discipline. At the same time, the Conservative Party
did not assume its role as an opposition party in the policy debate or present itsdlf as a serious alternative
to the party in power. Instead, it maintained arhetoric of systematic criticism of the government in power
(Hoskin, 1994). The ideology of both parties remained unclear.

In spite of politicians' resistance from within and outside the party, President Barco pursued his
efforts to modernize the State. For that purpose he empowered a group of technocrats whose power
depended exclusively on his political support. They occupied the core positions in government—Finance,
Planning, the Central Bank, and the Office of the President—and became the government’ s spokesmen,
particularly in Congress. Their technical, apolitical discourse and their lack of experience at political
maneuvering created serious tension between the Executive and Congress, and President Barco had to
reshuffle its cabinet in order to protect his technocratic team.

In the political arena, the most important impediment to the consolidation of single party
governments and the establishment of rules that would alow Colombia to move away from the National
Front coalition government arrangement, was Congressional politics. Neither party was interested in
sanctioning rules that would reform the status quo based on codition government, since this system had
guaranteed both traditional parties the control over a certain number of electoral positions plus
government posts (Hartlyn, 1988). Nor was either party interested in policy making and debate in
Congress, since the political incentives that favored clientelism and pork barrel were till present and
provided greater possibilities for re-election.

5 Betancourt had arrived to power as a result of a deep division in the Labor party ranks. One of the two

competing Liberal leaders, who together obtained more votes than the Conservative candidate, was Galan. Galan
had questioned the elitist selection of party candidates and had presented an agenda of State reform and economic
liberalization that was to convert him in an important national leader.

% Due to the effects of the Latin American economic crisis, which were being felt at the time, and the

Betancourt government’s mismanagement of the political crisis generated by the M19 guerrilla group’s invasion of
the Palace of Justice, which ended in a massacre.
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1.2. Barco's Policy Making

The Barco administration managed to introduce key State reforms. It legidated and implemented the
first major decentralization effort, which devolved the management responsibility of a series of public
goods and services to local governments. Such was the case of water and sewerage, local infrastructure,
urban and rural eectricity, rural extension services, infrastructure for primary education and health, urban
public services and urban planning, among others. This was accompanied by the reallocation of resources
in the form of intergovernmental transfers and an increase of the share of the value-added-tax to be
transferred directly to municipal governments with 45 % earmarked for social services and infrastructure.

In the political arena, it passed a constitutional amendment by which mayors were to be elected by
popular vote in loca eections, and were to assume executive responsibilities as heads of loca
governments. This endowed local governments with greater autonomy and limited the center’ s influence
over local policy making. Other measures geared at enhancing community participation were the
establishment of the practice of referendums for decision making on key issues, the direct election of
local administrative boards (community bodies with Executive-delegated functions) as well as other
measures supporting local participation in public service provision.

Along the same lines, Law 10, passed in 1990, was to reorganize government functions within the
healt sector granting municipalities responsibility over primary health care as well as first-level hospitals
and health centers. The same law assigned responsibility for second-level hospitals to departmental
governments, as well as the coordination of health campaigns. The central government was left the
responsibility of policy formulation, the establishment of national minimum health standards, and the
management of third-level hospitals. Central ingtitutions were either reformed, as was the case of the
Ministry of Hedlth, or dismantled, as was the case of the National Hospital Fund and the National Health
Ingtitute, which was converted into a research institute.

In the economic arena, the Barco administration introduced the strategy of modernization and
internationalization of the economy. Since its approval was achieved during the last year of the
administration, only a few measures were implemented such as lowering import tariffs, but this effort set
in motion Colombia’s economic reform that took place during the following administration. Of particular
relevance is the fact that for the first time, this reform was conducted by a small group of technocratic
policy makers close to Barco, who thus formed an economic change team. The economic reform’s policy
formulation—the white paper—as well as the first steps towards implementation were put in the hands of
this team comprised of afew Ministers and presidential advisors with strong technical skills, who had
been part of the Barco government since his arrival in power. The team was formed by Maria Mercedes
Cuéllar, Minister of Economic Development (previoudly director of the DNP during Barco's
government); Luis Fernando Alarcon, Minister of Finance; Luis Bernardo Florez, Director of the National
Planning Department (previously Finance Vice Minister and Deputy Director of DNP aso under the
Barco administration); and the Directors of the Central Bank and the Administrative Department of the
Presidency.

During his administration, President Barco attempted a thorough constitutional reform and proposed
aplebiscite. But both initiatives were rejected by the traditional parties. During the 1990 congressional
elections, a student-led movement forced the insertion of an additional ballot asking voters whether or not
they wanted a congtitutional reform. The “yes’ vote won an overwhelming majority of more than 90%,
and thus Colombian society expressed a clear mandate for constitutional reform. This mandate was
endorsed with aformal referendum organized to coincide with presidential elections two months later,
which obtained smilar results, and led to the National Constitutional Assembly during the following
administration.
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During the peace process in which it sought to end the armed conflict with several guerrilla
movements and to incorporate them to ingtitutional political competition, the Barco administration acted
on two fronts. On the one hand, it implemented the National Rehabilitation Plan (PNR), geared at
reinforcing the State’' s presence through higher federal budget alocations, in areas with high levels of
guerrilla conflict, which comprised athird of the total municipalities. On the other, it implemented a
peace process with guerrilla groups who were small in size, but which had historical and symbolic
importance. These groups included the M-19, the Popular Liberation Army (EPL), the Quintin Lame
Indigenous Movement and the Workers Revolutionary Party (PRT). As aresult, approximately 3,500
militia were demobilized, and joined two new institutional political movements. the Democratic
Alliance—the palitical arm of the demobilized M-19, which presented a presidential candidate in the
1990 dections—and the Hope, Peace and Freedom movement, the political arm of the demobilized EPL.
Both political movements were to have a significant role in the political dynamics of the following years,
before their presence in the political spectrum was later reduced to a minimum level.

THE GAVIRIA ADMINISTRATION (1990-94)

ELECTORAL PROCESS AND GOVERNMENT FORMATION

In 1990, César Gaviria became the youngest president of Colombia a the age of 43. His arriva to power
a that time can be considered somewhat fortuitous, since Gaviria was the campaign coordinator of the
Libera party’s presidentia candidate and most likely winner, Luis Carlos Galan, when the latter was
assassinated by the drug cartels. Gaviria counted on the support of President Barco in whose administration
he was Chief of Staff for severd years until joining Galan’s campaign. Gaviria was seen more as a technocrat
than as a palitician, but during his administration he was to prove that he had sufficient political skillsto
empower and support agroup of very young technocrats who were to pursue mgor State and economic
reforms.

The Gaviriaadministration departs from any previous governments in many aspects. Gaviriaformed the
first echelons of his governments with ayoung—averaging in their early thirties—generation of highly
technica professonas with little previous experience in politics. Only afew members of his cabinet were
drawn from the ranks of the traditional party dlite. He appointed the ex-guerrillaleader of the former M-19
group, now Democratic Alliance movement, Navarro, as Minister of Hedlth. Navarro, in turn, gppointed
many of hisrank and file to positionsin the Ministry of Health. Gaviria aso gppointed civiliansin posts
historically assigned to the military, such asthe Ministry of Defense, and the DAS.

Gaviria called his term in office the “Revolcon;” aterm referring to the number and depth of policy
changesin his policy agenda. Both outsiders and insiders perceived the administration as one in which the
technocracy with few links to the politica dite, had taken over and used the opportunity to bring about major
changes. He has been characterized as a"technopol," atechnocrat with politica skills (Dominguez, 1997),
having asimilar profile as that of Carlos Lleras Restrepo and Virgilio Barco, the two former Presidents
credited with implementing State reform and modernization, and associated more with a technocratic
gpproach to policy making, as opposed to a palitica one. Gaviriaand his close team were economists with
post-graduate degrees mostly obtained abroad. Nevertheless, he had enough political skillsto secure the
support of former Gaéan followers who were dso in favor of mgor reform, aswell as that of the traditiona
leaders of the Libera party.

Gavirid s platform focused on furthering the economic liberdization initiated by the Barco
administration, and furthering the modernization of the economy and the government along the lines of
Gdan's campaign. Since the early stages of his campaign, Gaviria gathered a group of professionals, mostly
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academics and researchers, and put them in charge of drafting a project of structura reform that wasto be
ready to be implemented if and when he won the eections. The members of this group, known as the Club
Suizo after the restaurant they used for their meetings, were aso characterized as "technopols' (Cepeda,
1995). They were economists who had been working in the Galdn campaign, as well as someworking in the
Gaviria campaign. Upon assuming power, Gaviria gppointed many of them to key government positions.
Such was the case of Rudolph Hommes, who was appointed Minister of Finance and Armando Montengro,
gppointed Director of the National Planning Department, among others. Both can be considered core
members of the economic change team of the Gaviriaadminigtration.

Following the referendum that mandated a congtitutiona reform, the Gaviria administration presented
the legidative initiatives needed to eect and form the National Constituency Assembly (ANC), and pressed
the Supreme Court to back it. As part of the peace processinitiated by President Barco, President Gaviria
granted a seet in the ANC to every guerrilla group that would accept demobilization and join the ingtitutional
political competition by signing the peace agreement. As aresult, members of the EPL, PRT, and Quintin
Lame took formal seetsin the ANC.

THE FIRST STRUCTURAL REFORMS

The Gaviria administration set out to implement aradical reform in Colombia s institutional context,
the State and the economy. It should be noted that the economic reform was not set in motion as a
response to a perceived economic crisis. Instead, it sought to increase economic growth through economic
liberalization with particular emphasis on trade and labor. The depth and scope of the economic reform
agenda was unusual for a country that had oriented economic management towards continuity of
economic policy. President Gaviria s economic reform was based on market liberalization, privatization,
and the modernization and internationalization of the economy. This led general opinion to characterize
the government as neo-liberal. The government policy had three main goals, that were later backed by the
new 1991 Congtitution. The first was to improve the economy’ s competitiveness through market
liberalization and lowering trade barriers. The second was to improve government efficiency through the
decentralization of government functions and resources according to the comparative advantages of the
three government tiers, and the privatization of State-owned enterprises. The third was to boost local
government autonomy by increasing its realm of policy decision-making, service delivery capacity and
responsibilities, and increasing the alocation of financial resources to the local level (DNP, 1991).

The government’ s strategy was to present an initia package of structura reforms designed by the
Executive, particularly by the economic change team, and have them approved by in Congress. Thisfirst
set of reform initiatives included the exchange-rate regime (Law 9, 1991 (January); foreign trade (Law 7,
1991 (January); financial matters (Law 45, 1990 (December); taxation reform (Law 49, 1990
(December)); harbor privatization (Law 1, 1990 (January)); labor regime (Law 50, 1990 (December));
housing subsidies and finance (Law 3, 1990 (January)); and government indebtedness (Law 51, 1990
(December)). This set was completed with a series of policy initiatives that were presented as presidential
decrees, as was the case of foreign investment and the compulsory ingtitutional investment regime. The
preparation and approval of such radical reformsin an unusually short period of time (one legidative
session; i.e, less than six months), was the result of the strategy used to prepare the bills, the type of
government formation, the Congress' responsiveness to the government’ s policy initiatives, and the
political process leading to the ANC.

Asin the case of the Barco reform, the group working on these reforms was small and relatively
isolated from bureaucratic pressure. This group included the Minister of Finance, the Director of the
National Planning Department, and a group of presidential advisors, most of them working at the
President’ s Office. The economic change team started formulating these policy initiatives before the
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President took office, thus securing the possibility of presenting them for legidation on record time.
During this process of policy formulation that continued after Gaviria had taken office, the strongest
opposition to Gaviria's reform agenda stemmed from within the Executive, particularly from the minister
of Economic Development, Ernesto Samper. Samper was a Libera party pre-candidate who had joined
Gaviria's campaign and was later to succeed him as President. He led another group of economists™” who,
although not against economic liberdization in principle, did criticize the pace and depth at which
Gaviria’ s economic change team was planning it. This prompted along and serious struggle between the
two government factions, which eventually needed the direct intervention of the president. The result was
apartia compromise between both positions, athough the economic change team supported by Gaviria
generaly prevailed.

The economic change team’s liberdization initiative counted on the backing of multilatera agencies,
such as the World Bank, that had been promoting it for the last decade. The export sector in Colombiawas
another important source of political support. There was aso a consensus among politicians, technocrats, and
some producer groups, that non- traditiona exports were aso a potentia source of economic growth and that
their promotion had to be accompanied by import liberdization. This common view was aso shared by
universities and think thanks, which was an important factor, since the academia had credibility and counted
among its members many former policy makers with different degrees of palitica influence. The Executive
implemented the trade liberalization policy on its own, since Congress had given it the prerogative of
modifying tariff and non-tariff trade barriers. This process, initiated successfully by president Barco after
previous failed attempts in other administrations was accderated in 1991, and the tariff reduction plan for
1991-1994 was s&t in motion.

The speed at which trade liberalization was implemented also responded to president Gaviria' s concern
about the political costs of a protracted process. Furthermore, the organization of the ANC, which was taking
place smultaneoudy, took public attention away from the economic sphere, and made it focus on the
politica arena. The drug cartel crisis and the guerrillaissues aso focused public opinion. In addition,
congressiona activities were hated during this period in response to an ANC demand that congressiona
elections be cdled in accord with the new rules established by the ANC. Notably, the first debate when
congressiona sessions were re-established was on the economic liberalization process and there emerged
strong opposition to the measures being taken. But, since opinion polls were showing that the eectorate
backed the Executive s policy and thus there were no palitical incentives to further the debate, the Executive
moved on with the liberalization schedule as planned (Urrutia, 1996).

Mogt of the other reforms on the Executive s agenda needed to have congressiond approva, as was the
case of the exchange and taxation reforms, among others. A particularly controversia one was the labor
reform. President Gaviria was committed to labor reform and was ready to present it to Congress as soon as
he took office (Urrutia, 1996). Congress had a tradition of impeding any initiative that could diminish labor
rights, but the universities played an important role in portraying levels of unemployment and job instability
as athe direct result of labor rightsin the current legidation. Another crucia contextua factor that helped the
politica feashility of having the new labor law approved was the fact that it was the lat initiative to be
debated in Congress before it closed to give way to the ANC. Legidators needed to recuperate their lost
credibility and prove that they could be an efficient ingtitution that did not need magor reform. Thus, the labor
reform was approved in spite of organized labor’s opposition.*®

" As in the case of Gaviria's team, Samper was backed by a technocratic team, led by Ocampo (a PhD in

Economics from Yale University and previous Director of Fedesarrollo, the most important center of economic studies
in Colombia). It included Florez, Barco’s previous Director of the National Planning Department andGuillermo Perry (a
former Ministry of Energy and Ph.D. in Economics ).

% The labor movement had lost political power to maintain the status quo as a result of the ANC process and

society’s mandate for in-depth change.
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The legidation process of the labor reform set two important precedents for the socia security reform,
which included the pension and hedth reforms. First, Senator Alvaro Uribe Vélez was assigned the
presentation of the labor law initiative in Congress, and he was assigned the same respongbility in the socia
security law initiative. In this capacity, he played akey role in facilitating the approva of both laws. Second,
as part of the [abor reform initiative package, the Executive asked Congress for the prerogative to reform
socia security by presidentia decree (Botero, Lora, Uribe, 1991). This was denied by Congress, and thus the
Executive was forced to face a newly empowered Congress as a key policy node in amore complex politica
context after the ANC.

The reform agenda of President Gaviria and his economic change team was geared at integrating
Colomhbia s economy into the world markets, and to modernize its ingtitutions. Their aim was not to reduce
the State, but to redefineits role. Rudolph Hommes, the Minigter of Finance and one of the key figures of the
economic change team, thought that the main means to promote economic growth were trade liberdization
and opening the economy to the world markets. Strongly influenced by the international economic literature,
he believed that economic growth could be achieved through macro-stability, distribution, investment in
human capital, eimination of price distortions, introduction of new technology, competitive costs of capitdl,
and more flexible labor and financia markets (Hommes, 1994). Montenegro, the DNP director, promoted a
dragtic change in the roles of the State and the market. He endorsed private sector involvement in areas
previoudy held as the exclusive responsibility of the State, such as public utilities, socia services, and
infrastructure; and supported the strengthening of the State’ srole in areas such as security, justice, and public
and socid services for the poor (Montenegro, 1997). The hedth reform that was later to be implemented
reflected these ideological positions. The economic change team saw in the socid security reform the
opportunity to introduce competition and to bresk public monopoliesin this sector, by introducing private
sector agencies as hedlth service articulators and providers, and by having public sector ingtitutions compete
with other actors in the provision of services and the affiliation of beneficiaries.

In spite of the emphasis on the technical aspects of their policy initiatives, Presdent Gaviriaand his
change team were aware of the political implications of their reform agenda. According to Montenegro, the
DNP director, their reform agendawas aimed at trying to dismantle the model of elitist pluralism that had led
to the Stat€' s capture by important business groups. This, he argued, had resulted in public policies
responding to particular interests, high protectionism, State inefficiency, and the inability to pursue policy
change (Montenegro, 1997). This position was backed by Hommes, the Finance minister, who had an open
confrontation with one of the most powerful economic groups in the country, Grupo Santodomingo.

In relation to the socia sector, the economic change team saw the sector’ s relevance in terms of
investment in the country’ s human capital, but saw itsingtitutional organization as awelfare-oriented
gpparatus, which was extremely politicized. They therefore thought that new mechanisms and indtitutional
changes should be introduced in order to promote efficiency through targeting, decentralization, demand
subsidies, and the involvement of the private sector in the provision of services. Budgetary alocationsfor the
socid sector during this period were not diminished, but actua expenditure and implementation were delayed
in part by the requirements of the new Constitution for ingtitutional change (Consgeria Presidencid parala
Politica Social, 1994).

THE 1991 NATIONAL CONSTITUTIONAL ASSEMBLY (ANC)
In 1991, in the middle of the Gaviria administration, the National Congtitutional Assembly (ANC)
was elected and started to operate. Its mandate was to draft a new Constitution that was to respond to the

political needs and aspirations of Colombian society of the 1990s. The 1886 Congtitution and its
subseguent amendments, particularly those adopted in 1958 and in 1968, were based on the
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assumption that the political horizon in Colombia was exclusively composed of two catch-dl politica
parties. The peace process that was started in the mid-1980s aiming at ending the guerrillawar,
recognized the need to open the political institutions to other forces and groups who were excluded from
institutional competition and representation. Since 1968, there had been severd failed attempts to
undertake a congtitutional reform; notably in 1997 during the Lopez administration, in 1981 during the
Turbay administration, and in 1988 and 1989 during the Barco administration. It was the failed efforts of
the Barco administration, along with the increase in violence and the serious socia and political crisis
perceived by society, that finally triggered its mobilization in demand for a constitutional reform, even if
what this meant and how to do it remained quite unclear. It was a student-led movement with the support
of President Barco and Gaviria, then Interior minister, that called for a referendum, which resulted in a
mandate to call a National Congtitutional Assembly in order to draft a new constitution.

The ANC was composed of 70 members, who were elected according to a national constituency
instead of the regiond districts the determined congressional candidates. Members of the ANC could not
be legidators, nor could they hold positions in government at that moment. They were also barred from
presenting their candidacies for the first congressiona elections after the ANC. The profile and
configuration of the ANC was aradical departure from the coalition scheme that characterized previous
legidatures during the last three decades. Its composition was a result of a series of political events that
had taken place during the Barco administration. It was particularly influenced by the long peace process
that had started in the mid 1980s, and that was yielding its first results by having certain guerrilla groups
demohilize their armed movements and join the ingtitutional mechanisms of political participation (AD-
M19 and the EPL, in addition to the Patriotic Union, which had been formed as the palitical branch of an
active guerrillagroup -FARC). These groups' reincorporation into institutional politics was endorsed by
Colombians, who rewarded them by giving them the largest share of votes a third political force had
achieved in decades.

Also, in the late 1980s the division of the Conservative party led to the creation of a multi- party
movement, with the emergence of the National Salvation Movement. This movement attracted
membership from both traditional parties and gathered enough political support to obtain second placein
the 1990 elections, afar better showing than the official Conservative party, which only obtained fourth
place. As aresult, for the first time in the twentieth Century, the two traditional parties lost their absolute
majority in the elections for Congress, President, and the National Constitutional Assembly.

Another interesting phenomenon surrounding the ANC was the withdrawa of most politicians of
both traditiona parties from participating in the process due to a combination of the election rules and an
attempt to debase the process. This alowed new leadership to surface and gain a voice for the first time at
the national leve. In fact, the traditional politicians from both parties, who had been elected eight months
before as members of Congress, Mayors, local Councilors, and departmental authorities did not compete
for seats in the ANC. Furthermore, the ANC was seen by most of them as a threat to the newly-elected
Congress'® (Cepeda, 1994). The retreat of most of these traditional politicians, along with their local
leaders and party machinery, diminished the incidence of clientdistic practices (Acher, 1995). But it also
reduced electoral turnout to a record minimum (less than 30%).

In aradical departure from the elite decision-making process of the last thirty years, the ANC gave
voice to new parties and movements that could participate and present policy proposals on an equal

9" And with some reason, since once the Supreme Court sanctioned the results of the National Constitutional
Assembly and mandated that they should not be altered by Congressional or Executive decree, there was a serious
proposal by a group of independent ANC members that Congress should be closed and new elections called once
the ANC finished its activities.
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basis with the traditional parties. However, the high level of factionalism in the traditional parties along
with the presence of the new movements, limited the scope and number of agreements on reforms that
could be reached at the ANC. A number of key aspects were |eft unresolved, and by default remained in
the hands of Congress and the Executive. Among these were the budgetary alocations to the different
levels of government and the socia security reform (Salazar, 1997).

The Nationa Constitutional Assembly issued a comprehensive new Congtitution that involved aradica
ingtitutional reform as well as reformsin the political, economic, and socia spheres. The indtitutiona reforms
included, among others, the reform of the Judiciary and the Congressiona branches. It focused on reducing
clientelism and improving the transparency of the political process as well as diminishing vote buying.
For this purpose, it mandated the dismissal of Congressin August 1991, and new congressional elections
later on that same year. Other measures included the democratic € ection of departmental governors, new
measures geared at increasing politica participation, and community participation in loca affairs, aswell as
an electord reform.

In the socia and economic spheres, the package of policy reforms that were presented by the Gaviria
government to Congress before the ANC, was ratified, and joined another series of policy reforms, including
socid security, public services, education system, higher education, the provision of eectricity, the services
regime, economic and socid planning, the budgetary process, financia regulation, central bank,
intergovernmental transfers and decentralization, telecommunications, civil service, the transportation sector
and public works, and territoria organization.

For the mgjority of these policy reforms, the ANC presented a generd framework and, in some cases, a
series of guiding principles. This left the actua formulation of the policy details to the Executive and
Congress. This granted both the Executive and Congress alarge scope of maneuver to define the final
contents and direction of the policy reforms. Also, the new Constitution dictated that the Executive would
have one year to prepare the details of the policy initiatives and present them to Congress, and that Congress
would have one session to take up the initiatives. This contributed to the speeding up of the reform processin
severd fields, including that of hedlth.

PoLiTics AFTER THE ANC AND THE REMAINING STRUCTURAL REFORMS

Responding to the ANC’ s schedule requirements, and following its own style of policy making, the
Gaviriaadministration set out to prepare the series of policy initiatives to be presented in Congressin
areas such as social security, education, transportation, sub-national governments regime, decentralization
and grarts system, the budgetary process, and others. For this purpose, the government created a series of
change teams integrated by officias from the relevant ministries according to the policy initiative. For all
policy proposals being prepared, the Finance Ministry and the National Planning Department headed the
policy formulation process. Officias from the Ministries of Health and Labor formed the change team for
the socia security reform, the Presidential Councilor participated with others in the team for territoria
organization, decentralization and the grants system, the Ministry of Transport in the transportation bill.
This strategy was successful in streamlining the decision-process within the Executive, and made it more
expeditious. However, the legislative process to approve this package of policy proposals was going to
prove much slower than the approval of the first package of reforms presented to Congress before the
ANC.

Although all measures for improving transparency in the political process were carried out for the
Congressional electionsin October 1991, nearly 50 percent of the elected legidators had also been
members of the Congress prior to the ANC. Factionalism and fragmentation remained virtually the same,
and the practice of multiple candidacies actualy increased. The fragile unity of the newly emerged
political forces (AD and NSM) was broken. The influence of unions, interest groups, and sub-national
governments, increased. As aresult, when the Executive sought the approval of a policy
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initiative in Congress, it had to bargain in most cases on an individua basis with legidators
(Shugart,1992).

The impact of the ANC and its new Congtitution on the balance of power between the Executive and
Congressin policy making was ambiguous. On the one hand, the political use of national funds
allocations was virtually abolished and field offices of central agencies—another source of clientelism —
were ordered dismantled. This greatly diminished pork barrel practices and made the legidation process
more transparent and more focused on the national interest. It aso helped reduce the clientdistic
conditionalities of Congress for the approval of an Executive policy initiative. On the other, the new
Congtitution devolved to Congress two prerogatives that strengthened its negotiation power visavisthe
Executive. One was the restoration of the Congress prerogative (even if limited by the requirement of
having the Finance Ministry’s approval) to present public expenditure initiatives. The other was the
reduction of the type and number of policy reforms that could be sanctioned by Executive Decree, even if
a the same time the Executive was left with the entire responsibility for their formulation.®

Furthermore, the new Constitution mandated that some key policy initiatives be approved by
Congress as Organic Laws, thus augmenting the need for negotiation and consensus building during the
legidation process. Simultaneously, the new Constitution gave Congress strict deadlines for the approval
of law initiatives on strategic issues. This was yet another mechanism to press actors to achieve
satisfactory agreements for the approval of certain bills on both sides, since it limited the Congress’ veto
capacity, while at the same time forcing the Executive to search for a compromise on policy content, in
order to obtain the necessary votes on time for the approval of alaw.

While this new indtitutiona arrangement was not entirely successful in eliminating the clientelistic
modus operandi in Congress and its relation with the Executive, it did drastically change the negotiation
arena of the political actorsin both branches of power. It made the policy process more complex,
particularly during its legidation stage, and limited the Executive’ s space for maneuver in formulating
and passing new policies without along process of consensus building over policy content with different
political forces. This forced the Executive' s change teams to use more open political strategiesin order to
interact and “market” their policy proposals to legidators, even to assist the members of Congressin
charge of presenting the bills. Interestingly, the continued factionalist politics of the traditiona parties
helped the Gaviria government secure the needed number of votes for the approva of its policy
initiatives, since it could compensate the loss of votes of members of its own party with a number of votes
from the Conservative party, particularly from a new technocratic and pro-modernization faction, led by
future president Pastrana, called New Democratic Force.

Also as aresult of the new Congtitution, society turned its attention to the policies being discussed in
Congress, thus subjecting the process to a much higher degree of public scrutiny. The politicization of the
policy debate was further increased by the weakening of the Gaviria government, who had lost society’s
origina support in bringing about radical reform, and was facing the lowest levels of popularity dueto a
perceived mismanagement of the drug traffic and energy crisis. This gave new power to socia actors such
as unions, which found effective means to influence decision-making and veto policies counter to their
interests. Thiswas particularly the case during the approval of legidation regarding the socia sector. A
casein point is the attempt at decentralizing education, which ran counter the interests of the teacher’s
union (FECODE).** FECODE called a two-month long strike

20 A characteristic of the 1991 Constitution is that it left central government a relatively large room to prepare
and present to Congress strategic bills, including those of decentralization, public services regime, social security, oil
royalties, education regime, and budgetary process.

2 This involveddevolving to municipalities control over the teachers’ posts — contracts, salary level, benefits,

job location, etc.
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and made the government change its position. This standsin stark contrast with the low profile unions
had assumed during the rather expedient approval of the labor reform. This reform, which affected in a
significant way al forma workers, took place during Gaviria s first six months in power, while the
country was preparing for the Constitutional Assembly.

In contrast to the first group of reforms geared at economic adjustment (also known as first
generation reforms) presented by the Gaviria administration and approved before the Congtitutional
Assembly, the social sector reforms, or second generation reforms, had not reached their implementation
stage when the administration came to an end. This reflects not only the complexity of the content of this
group of palicies, but also the fact that the process of formulation and legidation was much more lengthy
and controversid than that of the first group of reform proposals. Since it cannot be argued that the first
generation reforms were less controversia, one has to conclude that the determinant factor was the
context in which both groups of reforms were legidated. The first generation reforms were formul ated
and legidated during Gaviria sfirst years in office, when he counted on a strong popular mandate for
reforming the State and had enough time to implement and consolidate policy changes. The social
reforms were legislated during the second period of the Gaviria s government during a particular timein
which Congress enjoyed a recently acquired leverage due to the new Congtitution. Also, as opposed to the
first generation reforms, Gaviria s administration was coming to an end, and there was no time left for
their implementation.

THE SAMPER ADMINISTRATION (1994-98)

In August 1994, Ernesto Samper, the official candidate of the Liberal Party, was elected President
for the period, 1994 - 1998. Since the early beginnings of his administration, the Colombian political
dynamic suffered aradical change that turned it back to something closer to politics during the times of
the National Front (1974-1986), than to politics under the Barco and Gaviria administrations. The main
cause was the close split in electoral preferences reflected in the fact that he arrived in power with dightly
more than 1% more votes than his conservative opponent, Andrés Pastrana, in the second round after
Pastrana had won in the first round. The other major cause was a political scandal related to the use of
drug traffic money for the political campaign, from which the Samper government was never to
recuperate”

President Samper had a profile that was more political than technocratic one. Besieged by the drug
money scandal, he based his policy making in the construction and maintenance of large and
heterogeneous coditions of political support, with the marked presence of the traditiona political
leadership. As aresult, his government’s composition reflected the 50%-50% arrangement similar to the
coalition governments of the National Front accord, and the fulfillment of political quotas prevailed over
technocratic meritocracy. Furthermore, decision making on budget allocations and

22 pfter Samper was elected, but before he assumed office, allegations that the Liberal campaign had been
financed with money from the Cali drug-cartel were made public. By the end of his first year in government, the
Defence minister — his closest ally during the campaign — was imprisoned along with another dozen Liberal
congressmen as a result of the investigations developed by the general prosecutor. In such a situation, President
Samper decided to form a coalition government, in order to achieve a clear majority in Congress, since this was the
only branch of power that could conduct an eventual political trial against him. This resulted in the most serious
political crisis in Colombia since the early 20th Century, but President Samper managed to complete his term and the
Congress declared him not guilty.
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implementation of projects were going to have a clear bias towards political survival®. He did, however,
maintain the technocratic profile of the key ministries, by naming Perry and Ocampo, two respected
economists, as heads of the Finance Ministry and the National Planning Department (DNP) respectively.

The Samper administration differed ideologically from the Barco and Gaviria administrations. In
fact, during his term as Economic Minister under the Gaviria administration, Samper headed—aong with
then Agriculture minister, Ocampo—the most visible resistance to Gaviria's policy agenda stemming
from within the Executive. He and his faction opposed the radical liberalization measures promoted by
Gaviria and his economic change team. Also in a great departure from the top-down policy making
strategy of the two preceding administrations, he believed in a much dower pace for policy reform
implementation and prioritized consensual decision making in his cabinet with a particular emphasis on
interest group consultation, particularly in the case of organized labor.

Consequently, the economic team of the Samper administration did not resemble the small, isolated,
and powerful group of technocrats that worked close to the President. Instead, although the Minister of
Finance and the Planning Director till held the most influential positions, their margin of maneuver was
severely limited by the participation of other cabinet ministers as well as many presidential advisors, who
were given voice and veto power in cabinet meetings.

During the Samper administration, unions as well as provincial and local communities resorted to
strikes as a common negotiation strategy to press the State in favor of their interests, in the case of
organized labor, and more public resources, in the case of the latter. Reforms, and indeed policy making
in general, required negotiation and consensus building not only among policy makers and the political
class, but also with organized interest groups, particularly the unions of key sectors such as oil workers,
teachers and health workers. The government’ s response to this style of politics, as well as the weaker
stand of the economic team severely limited the State’ s capacity to control the national budget. Any of the
cabinet ministers was able to sign government commitments for further budget alocations without the
approval of the Finance Minister.

It wasin this political context that the reforms formulated and legidated during the Gaviria
administration were to be implemented. These included, among others, decentralization, education, socia
security, and health. Furthermore, President Samper’ s visible opposition to some of these reform
initiatives during the previous administration, not only was a clear precedent of his intention to modify
them during their implementation, but also sent confusing signals about his administration’s support for
them. This was going to have serious repercussions in both the pace and the final characteristics of the
reforms, with health being no exception. Interestingly, while reforms such as decentralization and trade
liberalization were drastically modified and in some cases halted —with some attempts at reversing laws
already approved in Congress—the Samper government moved ahead with the socia sector reforms. This
rendered political dividends, since it emphasized an image of giving priority to the social sphere over the
€conomy.

B A large number of appointments in the bureaucracy as well as in the higher levels of government were made
according to political interests and commitments. In similar manner, public projects were developed in regions where
loyal congressmen had their political bases. Government agencies were once more captured by local interests and
political leaders. Pork barrel politics resumed in Congress, through pressing for larger quotas in budget allocations
and with a more visible political use of social programs (Salazar, 1998).
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CONCLUSIONS

This chapter has described the main characteristics of the political context in which the Colombian
hedlth reform initiated in the early nineties, was formulated, approved, and began to be implemented. For
this purpose the main arenas of policy making have been described, such as the Executive, Congress, and
the ANC as wdll as their policy-making strategies (both formal and informal). The decentralization of the
country and the importance of its regions also affected this process of policy making. Those factors have
had an impact on both the legidation and the implementation processes, particularly in sectors like hedth.

In Colombia, the Executive has important policy making powers. While some policy initiatives need
to be approved by Congress, many others remain in the domain of the Executive aone. This situation,
even when modified by the ANC, has played a key role in the State’ s ability to bring about policy change.
This ability has been reinforced with the creation, started in the late 1980s, of pockets of efficiency within
government agencies, particularly in the economic institutions such as the Central Bank, the Ministry of
Finance, and the Nationa Planning Department, that have counted on varying degrees of political
support. Groups of technocrats stemming from these institutions, with the political backing of top
decision-makers, have worked in the form of change teams, and as such, have played a key role in the
State' s capacity to formulate and pursue policy reforms, particularly in the economic sphere. During the
early nineties as part of amajor State reform that touched the economic and socia spheres, change teams
were aso developed in socia sectors such as health and pensions, and were empowered to develop and
pursue policy reform.

Nevertheless, these reform proposals faced resistance at various stages of the policy process
stemming from different policy nodes. The first one was the Executive itself, where opposing views and
ideol ogies on economic reforms had confronted each other in the 1980s and early 1990s, and were to do
so again on social reforms throughout the 1990s.

On the other hand, most reform initiatives have to be discussed and approved in Congress. This
interaction between the Executive and Congress is a complex one, due to the characteristics of interest
representation in Colombia and the configuration of the legidative chambers. For many congressmen,
incentives to participate in policy process formulation are more related to the patronage resources they
may tap into, than to having influence over the end result of policy decision making. The high levels of
party fragmentation and factionalism reduced the veto power of the opposition, but, by the same token,
severely hampered the Executive's efforts at consensus building and eventually securing the needed votes
for the gpproval of alaw initiative.

There are other groups that intervene in the process of policy making such as producer associations,
unions, think tanks, the media, and interest groups affected by policy decisions. They have avarying level
of influence depending on their own political resources; i.e., level of organization, economic resources,
importance of their economic activity, among others, and the political circumstances in which the reform
process is evolving. However, with very few exceptions, they al share serious impedimentsin their
efforts to influence policy making due to lack of representation of their own membership, fragmentation,
and poor ingtitutional mechanisms for interest participation.

In the case of the health reform initiated in the early nineties, the political context around its policy
process played a key role. A social mandate called for the drafting of a new Constitution and a profound
reform of the State, political ingtitutions, and the economic and socia spheres. The Gaviria administration
saw in this awindow of opportunity to pursue, with the backing of Congress, first a series of economic
reforms geared at economic liberalization, labor reform, and the reconsideration
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of the State’' s role in the economy; and second, after the ANC, a package of socia sector reforms, which
included education, housing, socia security, and health.

However, while the Gaviria government had enough time in power to implement its first package of
reforms, it only managed to formulate and legidate its socia sector reforms. The implementation of the
latter was to happen in aradicaly different political context and under an administration with a different
ideological stand. The policy-making strategies of the Samper administration also were aradical
departure from those of the former one. It emphasized consensus building and believed in the need for a
dower pace at policy change in order to adapt reform initiatives to the needs and possibilities of the
country. The political management of these strategies was complicated by a political crisis that severely
reduced the government’ s capacity for action and radically changed its policy priorities.

These circumstances gave enormous influence to Congress and different interest groups, such as
unions and the economic groups, who thus were able to obtain important concessions such as salary
increases, privileges, and modifications to policy content. While these political circumstances seriously
hampered the State’ s capacity to pursue policy change, maor policy changes were implemented in the
case of the health sector reform, if at a much slower pace than first envisioned. Interestingly, the health
reform was to become one of the most visible results of the Samper administration.
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II. THE POLICY PROCESS

In December 1993, after one year of discussion, the Colombian Congress approved the Law on
Social Security Reform (Law 100, 1993). This law contains two sections: pension reform and health
services reform. The norm introduced critical changes in those sectors and was part of alarger State
reform. This chapter focuses on the process of health reform by which the rules of the game were
modified in order to achieve universal access to the health component of socia security, and greater
equity and efficiency in the hedlth care system. The chapter is divided as follows: the background of the
reform and a brief exposition of Law 100; the process of problem definition and policy formulation; the
process of the reform’ s legidation; the process of reform implementation; and concluding remarks on key
policy nodes and actors.

BACKGROUND

THE PROBLEM

During the early 1990s, when the health reform started to be discussed, there was a consensus about
the need to reform the sector. Colombia, as many Latin American countries, had poor health conditions:
the main problemsincluded low coverage; high degree of segmentation in access to health care; high cost
for the poorest; and considerable levels of inefficiency. Nevertheless, there was no imminent crisis that
threatened the surviva of the system as it was, at least in the short term.

In 1991, in spite of compulsory affiliation, only 20% of the population was covered by socia
security. Although the 1SS apparently had the monopoly of socia security, it covered only 16% of the
people and by 1991 there were 1,040 agencies of social security in the country. Parallel systemswerein
operation: some governmental agencies had devel oped systems of health providers (coverage of 4%); the
Cooperative Organizations offered some health services for formal sector workers and their families and
private insurance covered the health of the wealthiest (4.5%). There were also experiments with
cooperatives and mutual organizations. This spontaneous institutional development generated an
overlapping of expenditure and affiliation, segregation and few incentives to save™. The rest of the
population relied on Public facilities for their health care, which in fact reached just half of them, offering
low quality services®

Finally, the Ministry of Health concentrated its efforts on financing and administering the public
hospital system directly. There had been efforts to transform the public system by turning over hedlth care
centers to municipal governments, and primary and secondary health care ingtitutions to departmental
governments. Nevertheless this early attemt at reform faced resistance and was not fully implemented.

% Londofio, J. L. “Managed Competition in the Tropics?” Paper presented at the International Health

Economics Association Inaugural Conference, Vancouver, May 1996.

= Jaramillo, I, “El futuro de la salud en Colombia. La puesta en marcha de la Ley 100.” Fescol, FES, FRB,
Fundacion Corona, Santafé de Bogotéa, 1997.
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THE ORIGINS OF THE REFORM

The origins of the health reform can be found in the 1980s (Jaramillo, 1997). During this period, a
reform for the public sector began to be discussed with two dominant trends: decentralization or
privatization. Initially, major changes were devel oped towards decentralization, and they transformed the
health system established since 1975. Those changes began to introduce certain ideas that were fully
developed with the reform in 1993. For instance, Law 12, 1986 established a shared scheme for the IVA
(Vaue Added Tax) between local and central governments. This innovation introduced decentralization
mechanisms that are at the heart of the 1993 health reform.

Other examples of this process can be documented as well. President Barco (1986-1990), for
example, promoted hospital autonomy, influenced by the English Health Reform.?® This issue became one
of the main features of the health reform approved in Law 100, 1993. Another precedent was sent when
President Barco appointed an economist as Health Minister for the first time in Colombian history. For
Barco, the main problems with health were administrative and technical. This fact was consistent with the
importance given by Barco to the technocracy, a tendency that President Gaviria continued during his
government, particularly when he appointed Juan Luis Londofio as Minister of Health. During the late
eighties even the idea of a subsidized regime with risk adjusted per capita payment was discussed, but it
did not progress at the time. This turned out to be one of the key mechanisms of the health reform of the
nineties.

During the eighties there were other decisions that set important precedents to the Law 100, 1993.
Decentralization of health expenditure was set in motion; the National Hospital Fund was reformed and
the Health Superintendency, now a mgor agent in the new system, was created. The National Foundation
of Traffic Accident Insurance (FONSAT) was established. It has become an important source of resources
for the health system, and it introduced a precedent for atariff system, which is an element of the reform.
Moreover, it is atype of demand subsidy. Finaly, Law 10/1990 reorganized the National Health System
and decentralized responsibilities, in addition to resources, which had been decentralized before. During
the years leading up to the reform, there was also discussion about the feasibility of funding the socia
security system through pay-roll taxes, as well as demand for regulation as a result of the growing number
of private pre-paid medical organizations.

Thus, it can be argued that during the nineteen-eighties many instruments were introduced that later
became important in the reform of the early 1990s. However, the discussion of aradical reform as such
was clearly accelerated in 1991. A Nationa Assembly to amend the Constitution was caled while
President Gaviriawas in office, which continued a process started under the Barco administration.
Agreement on the new Congtitution was reached six months later. This contributed to an important
institutional change, and the socia security reform was part of it. In addition, Gaviria's government had
introduced reforms opening the economy and establishing labor, financial, and monetary reforms. In the
health sector, the Ministry had been restructured as well as the National Fund for Hospitals, the Health
Superintendency, and the ISS and socia security institutions for public workers.

A point of particular relevance for the health reform was the Labor Reform. This was the last reform
approved by Congress before the ANC called for a new Congress. The Executive' s project that
introducing measures to make this market more flexible was approved amost entirely, with the exception
of the request by the Executive for special powers to reform socia security, particularly the pension
system, by decree.

% Barco had witnessed the reform as Colombia’s Ambassador in London.
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It is aso important to mention a key complement to the health reform, Law 60, 1993. This law,
discussed simultaneoudly with Law 100, was approved few months before the socia security reform. Law
60, according to the Constitution principles, defined governmental functions and resources for the
territoria authorities, particularly in the socia sectors.

LAw 100, 1993

According to the new Constitution, the main characteristics of the social security system are
universality, solidarity, and efficiency, and it should include a plurality of public and private actorsin an
environment of financial sustainability. Those principles already represented an agreement between two
different forces: those giving priority to solidarity and those favoring efficiency. In addition to these two
principles, Law 100/1993 introduced others like integrity of care, quality of services, decentralization of
resources and responsibilities, and consensua political decision.

The new system intends to provide univer sal health coverage through a compulsory socia security
system. This system is constituted by two regimes, one of them contributory and the other one subsidized.
The first one covers employees and independent workers who can afford to pay. The second one covers
the poor, estimated to be about 30% of the population. Both regimes will have the same package of basic
services provided through a compulsory health plan (POS) by the year 2001 (8 years after the reform).
The new system includes solidar ity mechanisms such as:

- the establishment of the UPC (Risk Adjusted per Capita Payment), which alows potentially
equal resources for al beneficiaries independent of their capacity to pay or risk of sickness.

- in the case of the contributory regime, the premium to enroll in an EPS is made according to
the payment capacity and not according to the risk probability.

- families under the contributory regime allow 1% of their payment to go to the subsidized
regime, and this contribution should be matched by at least the same amount of resources from
public sources.

Finaly, the new system encourages efficiency, through the promotion of prevention; the alocation of
resources according to demand and not supply; and the inclusion of competition among the EPS.

2. New Institutions

With the passage of Law 100/1993, a National Council for Socia Security in Health was created
with regulatory powers over the system, leaving management and technical assistance to the Ministry.
Provision of services was shifted from the Ministry to local agencies and independent providers, and a
Superintendency was created to monitor and survey the system. The system separated financing and
delivery by creating a National Health Fund, FOSY GA, which is independent from the social security
organizations.

Finaly, the Law distinguished entities that provide health services (such as hospitals) from those that
finance or organize them: the IPS (Health Service Providers) supply services and the EPS (Organizations
to Finance/Organize Health Services) purchase them. Every person hasto enroll in an EPS, or in the case
of the subsidized regime, also in an ESS (State Socia Sector Enterprise). Competition was created for the
integrated delivery of services, but not in financing, to minimize dispersion of services and segmentation
of markets. Free choice was established. Families can join any EPS for a minimum period of one year and
then they can change. This was to promote competititon and guard against adverse selection (Londofio,
1992).
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Figure 2. The Socia Security System’s Health Component
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2. Funding

Every family contributes to the FOSY GA according to its ability to pay. The servicesin the
contributory regime are financed by a contribution of 11% of its income. The Fund pays the EPS sel ected
by each family according to its level of expected risk (UPC). One additiona percentage point of the
contribution goes to a solidarity account as a contribution to financing the subsidized system. The
resources for the subsidized regime come from a combination of the national budget, territorial resources,
and the 1% wage contribution from members in the contributory regime. Through this flow of resources,
the reform attempted to establish solidarity and redistribution instruments.

PROBLEM DEFINITION AND POLICY FORMULATION

The hedlth reform discussion gained momentum during the ANC and there was a great deal of
debate from that moment until the approval of the Law. It continued during the drafting of the decrees to
implement the Law and the implementation processitself. During this period, diverse groups intervened
and there were severa key moments when the proposal was modified. The main eventsin the reform
process were the promulgation of the new Constitution, the Commission for Social Security created by
the Congtitution, the Congress, the secondary law formulation process, and the definition of the transition
periodat the beginning of implementation.

There were different positions, both within the State and in society in relation to what the reform
should be. The tensions that were present and the final result are summarized by Londofio (1992) as
follows. “from apolitical perspective, the spontaneous growth of multiple health systems serving
different populations and groups generated interests and forces that prevented extreme reform options (...)
such as turning the system to the State, the municipal government or the private sector. These pluralistic
political forces could only be reconciled through a Law establishing a structured system of rules and
equality of conditions for al participants in the new system.”

This section addresses the main debates and positions prior to the process of legidation. Thiswas a
definitive moment because this was when the two main positions around the reform—one in favor of a
strong role for the State and the other in favor of a greater role for market forces and private
participation—were discussed. It is at this stage, and as aresult of the debate, that many of the key
characteristics of the new system were defined, including the existence of a mixed system with elements
of solidarity and equity as well as the principles of efficiency and competition. Even when the
government was a key actor and had great influence, itsinitia proposa had to be radically modified
during the debates.

A NEw CONSTITUTION

Between January and June of 1991 a new Constitution was debated; subsequently, it was approved
on July 4". The final document was the result of the work done by a group of people who were elected
under new rules that ensured and unusua representation of all groups in society. Their composition was
wider than that of the membership of Congress. Even when there were representatives from the traditional
parties, there were also people from the academy, the regions, members of guerrilla groups who had
agreed to a peace process, and people representing minorities such as the indigenous population and
Christian groups. It is at this moment that the debate around a socia security reform, which included the
health component, started in a systematic and comprehensive way.
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It was during the discussion of the new Congtitution in 1991 that the idea of a health reform, as part
of the socia security reform, took momentum. The new Condtitution, through Articles 48 and 49, defined
social security as a compulsory public service under state control, following the principles of efficiency,
universality, and solidarity. According to the Constitution of 1991, the service should be decentralized
and could be provided by either public or private agencies. The Constitution finally established the
creation of a Commission to elaborate a proposal, within six months after the promulgation of the
Congtitution, to establish the basis for social security reform.”’

This was the final agreement. However, during the debate of the Constitution, mainly within the
Commission V in charge of economic, social, and ecological topics, there were two main positions. On
the one hand, the government (with the exception of the ISS group, but with the support of some
members of the ANC and the private sector) intended to introduce competition to increase efficiency. On
the other hand, a second group worked to promote solidarity, universality, a non-segmented system, and
wanted to preserve a strong role for the State. During this time the debate around the Chilean model was
very important. The experience of the Chilean ISAPRES was evauated, and it was seen asa highly
inequitable model where competition had broken the solidarity mechanisms. Nevertheless, other
principles of the Chilean model were seen as desirable, such as ending the monopoly and incorporating
the private sector into the system. Since at the end there was no agreement, the Constitution established a
consensua combination of both positions as socia security principles. solidarity and universality, but
with efficiency and the participation of the private sector in the provision as well.*®

THE NATIONAL DEVELOPMENT PLAN

While the ANC debates were still in progress, the Government was devel oping ingtitutiona reforms
and defining the National Development Plan, the latter particularly through the DNP. This Plan was ready
in August 1991, one month after the promulgation of the new Constitution. While the discussions at the
ANC were open and many points of view were presented, the debates that took place about the basis of
the National Development Plan were technocratic ones. Those discussions were between technicians from
the DNP and other experts (many from the academy), but not with representatives from wider sectors of
society. The aim was not to build consensus or to involve many groups in society. This approach was aso
present in dealing with social security and health. Therefore the health policy defined in the Gaviria
administration development plan, even when trying to introduce the new principles defined by the
Constitution, still represented the initial governmental position toward the reform, which till was to be
modified during the process.

The National Development Plan of President Gaviria, “La Revolucién Pecifica’, did not have a
proposal for health reform as such.”® Health policy was oriented mainly towards improving efficiency and
strengthening local health services. The Plan did not mention a comprehensive social security reform. The
Plan did state that the main points of the proposals for areform should be left to the Commission on
Socia Security, as established by the ANC. However, it had the following recommendations for that
discussion: to introduce family coverage (before the reform it only included

' Constitucion Politica de Colombia, 1991 (Article 57, transitory).

% salazar, M. found the same procedure in relation with the approval of the decentralization proposals during

the Constitution (PhD dissertation in progress).

* Prior to the Gaviria administration, the National Development Plan, by which every government organizes its

investment projects, was made by technocrats at the National Planning Department and was approved by the
President and his ministries. The Cons titution of 1991 altered the process. Even when the Plan is still the
responsibility of the National Planning Department, it must be discussed by an elected National Planning Council that
represents civil society, and subsequently must be approved by Congress.
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the affiliated individual), to eliminate duplication in the provision of services, to separate the pension and
health components of social security, decentralization, purchasing of services from public or private
institutions by the agents of the social security system, and the introduction of choice for consumers. In
addition, as a pilot experience there was a general proposal to develop pre-paid health systems for the
poor, with resources from government through vouchers and with co-payments by the users, establishing
demand subsidies and targeting procedures®

THE SocCIAL SECURITY COMMISSION

When the ANC ended, its members realized that there was no agreement on the definition of socia
security and therefore in Transitory Decree 57, they established the creation of a commission. This
Commission worked during the last four months of 1991 at the Ministry of Labor. According to the
decree, this Commission was comprised of people coming from government, unions, productive
associations (grimes), political and socia movements, peasants, and informal workers. The topics of
health, pensions and professional risks were discussed by the different sub-commissions. The health
component discussion group was coordinated by Antonio Y epes, who had been a member of the ANC
himsdlf** and had seven members: two representing the government, two representing the unions, one
representative of small industries, one from the Liberal Party and one from the agriculture society.

According to some participants, those meetings were focused mainly on the definition of social
security. They were dominated by the unions and the Government was not able to generate support for its
proposals. In addition the Government was divided into two factions: the ISS with a pro-state intervention
position and the DNP with a pro-market position that finally evolved into a moderate proposal. Thiswas a
key characteristic of the Colombian health reform. One of the most important policy nodes was inside the
Executive, not just between the Executive and outside forces in society.

According to some people as aresult of the genera terms of the debate, there was alack of
consensus and lack of clarity around the reform. According to others, the government strategy wasto let
the Commission work during the established period, knowing that it was going to languish, so that at the
end there was not final agreement on the main issues of the reform. However, there was some consensus
reached with regard to topics like introducing competition and having compulsory and universal socia
security in health (Interviews, July 9 and 27/1998).

Nevertheless, during that stage severa four main proposals were presented. The DNP proposal was
closer to President Gavirid' s ideas and the characteristics of the state reform promoted under his
government. Thisincluded eements like introducing competition and establishing a new role for the
private sector in order to promote efficiency. According to some who opposed it, this proposal wanted to
introduce the Chilean model of socia security in Colombig; i.e., privatizing the system and giving
solidarity a secondary status. On the other extreme, the I SS wanted to maintain the social security
monopoly for the state, introducing competition only during the provision stage. The Ministry of Health,
which was under the charge of the M-19, wanted to make a reform maintaining solidarity and introducing
some competition. However, this ingtitution was not able to exercise significant leadership in the process
at this moment. Finaly, ASMEDAS, representing the unions, wanted to maintain the monopoly for the
ISSin every aspect: affiliation and provision of services.

¥ Departamento Nacional de Planeacion. “La Revolucién Pacifica.” Bogota, Agosto 1991.

%1 |n 1994, under President Samper, he became director of the ISS. On the other hand, during the debate of

the Constitution, the ISS group found in him a good ally.
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The main points of discussion within the Commission were over maintaining the monopoly or
introducing competition; defining solidarity mechanisms; deciding the role of public hospitals and the
characteristics of the subsidized regime; and establishing arole for the private sector and its proposal of
complementary packages or different plans for different payment capacities and free choice by the users.
Those topics were at the heart of the discussion during the whole process of formulation and definition of
the reform. Since then, the debate was polarized around these issues. Even more, disagreements on those
points have continued during the implementation process, affecting the final outcome of the reform. There
are two extreme positions: on the one hand there is a group promoting solidarity, integrality,
universalization, and a unified system managed by the ISS. On the other, there is a group promoting free
choice, competition in affiliation and in provision of services, and transparency between the origin of the
resources and the benefits provided.

After the Commission ended its sessions at the beginning of 1992, the Government reorganized its
strategy for the socia security reform. In May 1992, the President changed part of his cabinet and Cecilia
Lopez left her position in the ISS, an ingtitution that had opposed the type of the reform wanted by the
technocratic team. In her place, Fanny Santamaria was appointed. Santamaria came from a senior position
at the Ministry of Finance, where she was in charge of the Nationa Treasury. Luis Fernando Ramirez was
appointed as Labor Minister. He was a conservative young man whose work had been mainly in the
private sector and was formerly deputy minister at the Ministry of Finance.

The President wanted unity inside the Government around the reform. He and his close assistants
thought that the team in charge of it should come from his economic group and have the support of the
private sector. Thisis also explained by the fact that at this point President Gaviria had decided to
abandon the health reform and to focus his efforts on the pension reform, which was seen as a component
of the economic reforms made by his government and a strategy to boost interna savings. The pension
reform proposa was the component that was left for further development during the 1991 Labor Reform.
In September 1992, the government presented to the Congress a project with the social security reform for
pensions. Proyecto de Ley 155, September 1992.

THE POSITIONS AROUND THE REFORM

After the commission ended its work, the debate continued during 1992 and became even more
heated. University forums, severa meetings among specidists, and international seminars also took place.
The government, with its different positions was present in most of them; moreover, the government
promoted some of them. This debate went on not only in Bogoté but aso in the regions. Several groups
contributed to the discussion: the Government, which did not have a unified position until May 1992;
unions; “think thanks” such as Fedesarrollo, Fescol, and Consenso (the team that Ieft the ISS with Cecilia
Lopez' resignation); NGOs such as Fundacion Corona, Instituto Fes de Liderazgo, and Metrosalud; and
universities. It was a process of learning and reflection for many of them, and during this period the
proposals were gradually modified, concretized, and enriched.>

At this stage the process was very participatory, and there was no clear leadership by any one group.
The main tensions were represented by those who advocated solidarity and a predominant role for the
dtate (1SS, Fescoal, unions), and those who advocated competition, efficiency, and a stronger role for the
private sector (DNP and Ministry of Finance with the support of the private sector).

¥ There were complete proposals from ISS (1992), Minsalud (1991 and 1992), University of Antioquia (1991),

Olof Palme Corporation (1991), and Fedesarrollo (1991).
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Within the government there were three main proposals.®® At one extreme there was a proposal
based on a Unique National Fund, which would have the insurance monopoly, and would be founded
with all the system’ s resources to ensure solidarity and equilibrium. Nevertheless, participation from
private as well as public sectors in service provision was accepted and it included the establishment of a
group of agencies organizing health services and serving as intermediaries between hospitals,
beneficiaries and the Fund. They wanted a compulsory social security system that could provide integral
care, and accepted demand subsidies for those who could not pay. The insurance payment would be done
according to personal income and the services would be the same as those of the ISS, but with universal
coverage. They accepted decentralization though through an incrementa process. This proposal was
identified mainly with the 1SS-Consenso group® but had other supporters, such as the unions and
members of |eft parties, as well as awing from the Libera party, particularly the “ Samperistas.”

The National Planning Department was at the other extreme, proposing a segmented system
according to purchasing power. Nevertheless, after a period of transition, they argued, the system should
be unified. They emphasized efficiency through competition; demand instead of supply subsidy;
regulation for the private sector; payment to providers according to tariffs; decentralization; and a
minimum package of services.

The Ministry of Health had an intermediate position. It proposed a scheme based on a genera
director as head of the system, a solidarity fund, insurance agencies, providers, and a strong emphasis on
decentralization. They believed in solidarity and universality, but introduced some efficiency elements.
They aso agreed with a universal and compulsory insurance system; an integral package of services that
could vary according to the region; a system with fiscal and para-fiscal solidarity, with free choice
between insurance companies and service providers, and with independence in funding and management.
To sum up, the DNP emphasized efficiency, while the | SS emphasized solidarity without competition.
The Ministry of Health had a more conciliatory position.

In summary, the following were the key points of discussion:*®

m Formulation of one or more systems and their level of integration:

Integration of the two populations in one system with resources from both groups, in the case of the ISS-
Consenso proposal, versus two different systems (contributory and subsidized) in the DNP proposal.

m  Monopoly or competition in insurance, affiliation, and administration of the system:

The ISS favored a State monopoly because it prevented adverse selection and a segmented system,
and it was the status quo. The DNP proposed competition because there was freedom of choice and
economic efficiency. There were aso some proposals in the middle, like the one from the Ministry of
Hedlth.

¥ Molina, Calos Gerardo y Trujillo, Juan Pablo. “La Reforma del Sistema de Seguros de Salud: tna
comparacion de tres propuestas.” Estudio elaborado para el Programa para el Mejoramiento de la Gestion
Hospitalaria. Corona, FES, FRB, Abril 1992.

¥ The 1SS-Consenso group is understoond here as the one that under the leadership of Cecilia Lépez

defended the role of the public sector in the reform and emphasized equity and solidarity. This group left government
in May 1992 to work in a research institute they created called Consenso.

® Ministerio de Salud, “La Reforma de Seguridad Social en Salud,” Tomos |, Il, lll, Ministerio de Salud,

Santafé de Bogota, 1994.
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m Public or Private System of Socia Security:

The ISS promoted a public system because it favored solidarity, homogeneity and prevented adverse
selection. The DNP promoted a private system because it was flexible, efficient, with less corruption and
more autonomy.

m Unified or different POS, premiums, and tariffs:

For the ISS they should be unified, comprehensive, and, in the short term, independent from budgetary
and ingtitutiona problems, DNP wanted to make them partia or progressive according to the availability
of resources.

= Autonomy of the EPSin relation to insurance agencies and IPS;

One position argued in favor of integration and it did so in the name of administrative efficiency. Others
argued in favor of independence and they did so in favor of greater control, choice, and accountability.

m  Amount of public resources for the system:

Over this point there was no agreement until the Law 60 of 1993 was approved (June 1993), as well
as when new resources from oil exploration and newly-discovered fields were made available for the
socia security system.

Nevertheless the proposals agreed on many issues such asfamily coverage, a contribution between
8% and 12% of the family income, compulsory insurance, freedom of choice between health providers,
administrative autonomy for the providers, and a clear division between insurance and provision. One
important point in common was the idea of separating the pension and health component of socia
security. Other points on which there were agreements included: achieving universal coverage, even when
there was discussion in relation with the timing of it, providing a health plan in the case of the
contributory regime, and the existence of the subsidized regime.

THE HATOGRANDE PROPOSAL

Theinitia bill 155 of 1992, presented to the Congress by the Conservative, Luis Fernando Ramirez,
the Minister of Labor, in September 1992, did not include a health component and involved only a partia
reform in pensions. It was not even called the socia security reform, but the Law for the Creation of
Pensions Savings (Ley para la Creacion de Ahorro Pensional).*® There had been many disagreements and
much discussion in relation to the social security reform in health and President Gaviria himself felt that
there were not enough economic, institutional, and political resources for the reform. He and his team
chose to go ahead with the pension reform only, which was just one component of the social security
reform. In addition they felt that the key points they wanted to put forward for the health sector did not
have enough support.

Although Congress debated this proposal, by December1992 when the sessions were over, its
members had not reached a consensus. The bill encountered opposition on two fronts. On the one hand,
there were those legidators who were influenced by the unions who feared that the reform would cut their
benefits because the proposal included additional requirements to be in the system and offered fewer
benefits. On the other hand, there were those who did not disagree with the

% At this time the “Cesantias” Administration Agencies were already working and it was an important

antecedent. The Cesantias are another social security benefit for workers, which consist of one additional month of
salary for each year worked that have to be paid by the employer. With the Labor Reform in 1990, specialized
agencies were created to administer these resources that were previously managed by the employer.

40



Chapter |1 The Policy Process

proposal, but wanted to include health. This last position was defended by senators like Jaime Arias, a
Conservative member of Congress who was a doctor and had been interested in health matters for along
time. He also seems to have a political base in that sector. Therefore, it was the Congress that at this point,
in ameeting with President Gaviria, suggested the inclusion of the health reform as part of a broader
Socia Security Reform. This was a definitive reason to include health in the reform, and was reinforced
by the pressure from other groups including CONSENSO. For some people, the principle of an integral
socia security system was not the only objective, it was also a Strategy to delay the pension reform.

Asaresult of Congress demand to include health as part of the reform, President Gaviria ordered

Chapter 2 - Diagram 2
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the creation of a hightlevel technical team to develop the proposdl. It is important to point out that once
the Executive decided to accept Congress condition of including health, they also developed a strategy to
regain control over that proposal. The team that devel oped the project was coordinated by the DNP. The
individuals involved were Nelcy Paredes, Health Division Director for ten years and later Socid
Development Unit Director at the DNP; Ivan Jaramillo, advisor to the Ministry of Health; Mauricio
Perfetti, advisor to the Ministry of Labor; and Luis Eliseo Vazquez from the 1SS

This technical team worked on a proposal that came to be known as the Hatogrande Proposal. The
team was influenced by the ideas and proposals that had been devel oped around the pension and the
economic reforms and their proposal was moderate in relation to the initial governmental project. It tried
to introduce some elements of the different positions put forward during the previous debates. Their
project included a system based on competition between providers, compulsory affiliation, and universal
access. They aso proposed mechanisms such as risk distribution and cross subsidies. This

3 At this time Cecilia L6pez was no longer the institute director, a position now filled by Fanny Santamaria.
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proposal aso defined two regimes, one of them contributory and the other one subsidized.*® Once the
proposal was prepared they presented the project to Montenegro and Londofio (DNP director and deputy
director) who accepted it. On the other hand, Gustavo de Roux, by then the third Minister of Health
during the Gaviria administration, was also familiar with the proposal and accepted it though he was not
really committed to it. He thought that besides being too complex for the ingtitutional capacity of the
country, it was a partial reform that would only affect the health services provided by the Ministry of
Hedlth, but would not transform the ISS.

The “Hatogrande” proposal was presented to the President on November 16, 1992, but Gaviria did
not support it. He found the project too complex and he though it could jeopardize the pension reform. He
was only interested in a negotiation strategy to have the pension reform approved. In this sense he was not
interested in a comprehensive heath reform project. Therefore, he decided it should be withdrawn.
Instead, he proposed to include in the Social Security Reform a program for Health Solidarity Enterprises
(Empresas Solidarias de Salud), an experience based on community participation and favored by the M-
19 in the Ministry, that Gaviria had seen in South-east Asia. He also proposed to allocate an important
amount of resources for this project.

At this point, the M-19 decided to leave the Government for reasons that are not clear. On the one
hand the relationship of this political group with the government had deteriorated; on the other hand they
did not agree with the treatment given to the health sector and the proposals that had been made for the
reform.

Two weeks after that meeting, on November 30,1992, Londofio, a Libera economist, was appointed
new Hedth Minister by the President. Londofio had served as DNP deputy director and played a key role
in the economic reforms, developing ideas for the social sectors with the government’ s technocratic
paradigm. By thistime Gaviria had aready changed the Ministry of Labor and the Director of the ISS,
and there was finally unity within the Government around the reform. From this time on, Londofio played
acrucia role in the reform process, and became its clear leader.

On December 10, Londofio presented to the Congress the health project suggested by President
Gaviria at the Hatogrande meeting. Londofio presented the project to the Congressin a very technical
manner and it seems that very few people understood it properly. Nevertheless, the Congress saw that the
Government again did not support a comprehensive health reform initiative, and they did not accept it.
Congress was to ingist on health reform as part of the social security reform.

By this time, the technocrats involved in the health reform on behalf of the National Planning
Department were no longer there, and the influence of that agency in the reform decreased. In December
15 Nelcy Paredes, the Director of the Health Division and then Social Development Unit director at the
National Planning Department, came to work with Londofio in the Health Ministry. Londofio had began
to put together a close working group around the health reform, as well as forming vertica and horizontal
networks that became very important in the transition of the proposal's through Congress and in the period
of drafting the decrees needed to put the Law 100 into effect.

In December 1992 there was another event that also affected the reform: the Executive decrees for
dtate reform were approved, and they included the transformation of the ISS, the Ministry of Hedlth, the
Health Superintendency, and the public sector workers socia security ingtitutions.®® With the
promulgation of those Executive decrees, the government tried to put forward some of its key

% Influenced by the Ecuadorian system, they proposed that after a period of time both systems should become
one. Interview, July 27 1998.

¥ Decree 2148, 1998 reformed the ISS; decree 2164 the Ministry of Health; decree 3174 the Health
Superintendency and the other social security institutions.
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elements for the health reform, through a mechanism that did not required as much consultation as one
that would have to be done in Congress.

L EGISLATION®

A new stage of the health reform was the debate, discussion and approva by the Colombian
Congress. This process took one year and, as before, it was surrounded by controversy.

The initia hedlth reform bill presented by Londofio in December was limited. The reason was that
the Executive was responding to the Senate’ s demands, but with a health program that would not affect
the pension reform. Nevertheless, the Congress asked again for a more comprehensive reform. Londofio
began to work based on the Hatogrande proposal, which by this time had been discussed with the ISS,
Cooperative Organizations, pre-paid medicine agencies, local health authorities, and technical experts.
Some degree of consensus had been achieved.

At the beginning of 1993 President Gaviria asked Congress to speed up the process of the reform,
starting the debate not in April (as usua) but in early 1993. The Congress did not accept the proposal.
However, during this month the Ministry of Health heldsome consultations about the project and in
February of 1993 the presenters of the reform in Congress traveled to Chile to study their social security
system—atrip underwritten by the Corona Foundation. It was at precisely this moment when the proposal
was introducedto make the affiliation to either the 1SS or other EPS voluntary, not compulsory (Interview,
August 23, 1998).

The people working on the proposal were the same ones involved in the Hatogrande group with the
exception at the beginning of Jaramillo, due to the departure of the M-19 from government.** Within this
group Paredes and Perfetti were still key actors—the former in health topics, the latter in pensions. At the
same time horizontal networks were established with congressmen under the leadership of Alvaro Uribe
Véez* and with his assistant, Eduardo Alvarado.*® Alvaro Uribe wasin favor of the 1SS decentraization
and the introduction of competition. Another member of Congress, Jaime Arias, was aso consulted. He
had devel oped proposals for a health reform based on the American reform. Other groupsinvolved in the
discussion were the Cooperative Organizations (Danilo Vega, president of Confecgjas) and ACEMI (Paid
Medical Association), who wanted to be part of a process that would affect them. The group aso worked
with the FES Macropolitics Group, whose main leader was Francisco José Y epes, and they benefited
from the work of institutions such as the Paraninfo Group. The former organized a seminar in early 1993
around the different health proposals, and was relatively successful in promoting some degree of
CONSeNsus.

" The main source of information for this section, besides interviews, was: Ministerio de Salud. “Recuento del
Disefio y Tramite de la Reforma.” Bogot4, 1994.

4 Later, Jaramillo became advisor to Londofio. He also had some influence over the M19 members of
Congress.

“2 A Liberal from the Samper faction, but ideologically inclined towards the Gaviria administration. Other key

legislators were: Jaime Arias, Conservative; Maria Cristina Ocampo, a Liberal from the Samper faction that stemmed
from the Galan faction and at odds with the Gaviria government; Maristela Sanin, Conservative and sister of Noemi
Sanin, future presidential candidate; and Jaime Corsi, independent and representative of the organized Christian
groups that emerged as a result of the ANC.

“ Alvarado had been Health Secretary in Antioquia and was Alvaro Uribe’s advisor. He came from the
Metrosalud group, where Yepes was working, and after the reform he became deputy Health Minister.
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Based on the discussions held during February and March 1993, the group, under the leadership of
Londofio assisted by Paredes, the Hatogrande proposal was modified. When the Congress started sessions
in April 1993, the Executive, through Alvaro Uribe Vélez and Maria del Socorro Bustamante, presented
an amendment to the initial bill. It finally incorporated an integral and comprehensive proposal for socia
security reform in both sectors: pensions and health. This proposal dready included the combination of
the two extreme positions and defined the contributory and the subsidized regimes; the National Health
Board (CNSSS); the EPS; the IPS and the Solidarity Fund. It had solidarity principles and
mechanisms both within the contributory regime and between the two regimes; and it introduced
universality and efficiency through competition.

Chapter 2 - Diagram 3
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During the discussions of the Law in Congress, there were two main factions. One group in favor of
the governmental proposal was comprised of the producers associations, some sectors of the traditional
parties (Liberal and Conservative), private health providers, cooperative organizations, and international
organizations. The group opposed to the project included the unions and the left political movements.
There were aso actors that had little influence over the reform like users and civic groups. Thiswas
probably due in part to alack of trust in the process of policy making as well as the fact that there were no
mechanisms for participation. Finally, doctors, even when consulted through their organization’s directors
(who werein favor of principles such as solidarity, equity, and universality), later felt they had not been
sufficiently consulted during the process of reform (Paredes and Plazas, 1998).

During the debate of the reform in Congress, the main topics of discussion were:
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m A debate between those for and against a segmented system. The government initially defended the
first position, but they eventually had to negotiate. To solve this problem, they defined a unique
Benefits Package for both regimes, with a UPC which prevented adverse selection.

m Funding was aways a source of debate. An agreement was reached on two aspects: first, 12% of the
salary or income of those who could afford it would finance the contributory regime, and second,
resources coming from a percentage of the contributory regime, national budget and local resources
would fund the subsidized regime. Nevertheless, even inside government there were disagreements,
based on fiscal, economic, and political grounds. The economic team was afraid of both the fisca
burden the health reform could place on public finances and of increasing the percentage that
employers and employees would have to pay from their salary at the same time both in pensions and in
health. This was a decision that could also have adverse effects on the pension reform. Eventually, that
contribution rose from 12% to 26% since 1995,**

m The character and period of atransitional regime to ensure health care provision to the very poor
through subsidies directed towards demand.

m The Benefits Package content was highly debated as well as the existence of complementary packages
and the definition of pre-existing conditions. This point was largely discussed by ACEMI.

AGREEMENT IN THE COMMISISIONS

When the health reform went to Congress, it was initialy debated by specialized commissions in the
Senate and House of Representatives, in this case Commission VI, in charge of Social Affairs. The
members of this Commission represented different forces and within it governmental and traditional
actors from the Liberal and Conservative parties were not dominant. There were representatives from
leftist parties such as the UP and M-19 and civic groups who had entered the political arena with the new
Congtitution, such as Christian movements.

At this stage the Law was debated with intensity, and modifications were introduced. The proposal
was seen as a privatization attempt and a bid to abolish the ISS. On the other hand, some people wanted to
preserve the 1SS monopoly or to defend the social security benefits of public sector workers .

Those commissions generated a protracted and highly public debate around the reform, in which
many representatives from the society were consulted. The main actors intervening in the discussion in
Congress were representatives of the Ministry of Health and other federal government officias; territoria
health authorities; and private health institutions. The latter included paid medicine organizations, health
providers, the pharmaceutical industry, ASCOFAME, the Colombian Medical Federation, Colombian
Hospital Association, National Medicine Academy, insurance sector, productive, industrial and financial
associations (Consglo Gremia, Andi, Asobancaria), workers organizations and unions (Asmedas, Anea,
Sintral SS), Cooperative Organizations (Cgjas de Compensacion), NGO’ s and foundations (Corona,
Fundacién FES de Liderazo), think tanks (Fescol, Consenso, Fedesarrollo and Metrosalud), and
independent people who were opinion leaders important in creating public opinion. For some observers
and participants this process of debate was a democratic one, for others it was a strategy of Congressto
delay the process. Finally, some saw this process as only aformal

“ Two-thirds of that contribution has to be paid by the employer who also has to pay 4% to the Cooperative

Organizations, 3% for the ICBF, and 2% for the SENA.
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process of participation to legitimate the final outcome without really considering the contributions made
during that process.

In spite of the consultation efforts, during the first months of 1993 the reform did not progress. By
May not one single article had been approved. In addition, this was a period of union movements and
protests against the decentralization reform being discussed at Congress (Law 60, 1993), particularly by
FECODE and the USO, the teacher’s and petroleum worker’ s organizations, respectively. At the end,
those two sectors, as well as the armed forces were not included in the social security reform. At this
moment of crisis, the intervention of President Gaviria was important. He promoted the signing of an
agreement with the main leaders of the traditional parties, to support the reform. As aresult, the study of
the proposals was speeded up. However the debates continueduntil December and the different positions
around the reform persisted.

At this stage the debate was open: many positions were put forward and many groups were heard
during the discussions. Some participants in the process pointed out, however, that this process of general
debate was a formality and that the real decisions took place outside those spaces and were made by a
small group of actors within the Executive with some participation of Congress (Interviews, August
24,1998, November 5th and 6", 1998). Nevertheless, it introduced an important dynamic.

The main discussions were centered around the content of the Benefits Package, and the subsidized
regime coverage and funding. The government, some members of Congress, and actors coming from the
private sector, argued that the Benefits Package should be flexible and its content adjusted and if
necessary reduced, according to the available resources. However, the decision moved towards the
inclusion of every level of attention and every risk, as provided by the ISS according to the Decree-Law
1650, 1977. At the end a unique Benefits Package and a progressive coverage for the subsidized regime
were approved.

With respect to the content of the POS, there were two points of view: one supporting an integral
POS, and the other insisting that the content should focus only on prevention, promation, birth attendance
and basic services in order to reduce costs and be cost effective. The first position was defended by
doctors through ASMEDAS and the Medical Federation, the unions, and Consenso. The second was
advanced by the Ministry of Health, greatly influenced by the World Bank*®, aswell as actors from the
private sector such as the paid medicine and insurance companies. In the end, the principle of integral
care was accepted, but an initial period without access to certain services was included as well asthe
introduction of differential “co-payments’ according to affiliation period and socio-economic level.

In relation to the discussions on funding, the promulgation of Law 60,1993, as well asthe
introduction of new revenues from petroleum exploration, clarified the flow of new resources for the
ref(_)(;rjngnd consequently facilitated the definition of the Benefits Package content and the transition
period.

Another extended discussion took place around the composition of the CNSSS (Nationa Hedlth
Board), given that al of the actors involvedin and affected by the reform were to be represented on the
Board. There were at least ten different proposals discussed by a sub-commission. They tried to establish
a compromise among the proposals, selecting the members that were included in most of the

45 Musgrave came as an advis or for the reform.

% Londofio took the leadership of the Law 60 project and, according to senior health officials, the final version

of the Law that was presented to the Congress by Victor Renan Barco was written at the Health Ministry by
Londofio’s team.
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Proposals.*’ Eventually a ten-member board was approved. During plenary sessions a new member was
added, a representative of the municipalities.®

According to Londorio, “The degree of participation of business and union organizations at the
beginning of the reform was relatively low and most of their representatives accepted a seat on the
National Health Board. This prevented large scale corporate problems.”*® For LondoZ o as well as for
other analysts this was a key point in the negotiations that helped to solve many disagreements. Different
groups wanted to be involved in that board to maintain a degree of control over the reform. For the team
in charge of the reform at the Ministry of Health, this situation did not represent arisk. In fact, they tried
to reduce the power of the CNSSSto aformal role with little impact. Since then, the Board has gained
space, but the Minister of Hedlth is ill the most powerful member.

Therole of the ISS and its functions were a so discussed during those sessions, particularly the issue
of whether the 1SS should be decentraized or even dismantled. *° Nevertheless, the ISS did have its
defenders—some members of Congress, including some Liberals; parties from the left and civil
movements; unions; and the group from the 1SS-Consenso. They supported the public role of the ISS as
part of a broader position about the reform, in which the role of the State was the most important point.
This point of view was partially reinforced by Samper®* in his run for the presidency, because he had the
support of the unions.

During the discussion in the legidative commissions, some members of Congress with support from
the unions, among other groups, wanted to reverse Decree 2148/1992. > By means of this decree, the
Executive had intended to reform the ISS as part of a broader institutional reform that did not have much
consultation. However, there was no agreement on this issue and in the end the discussion was | eft for
plenary sessions.

At the end, the ISS was not dismantled and it was |eft in arelatively strong position. However, its
role was affected by losing its monopoly and the compulsory affiliation from private sector workers and
having to compete with new ingtitutions. On the other hand its services were extended to public
employees if they chose to affiliate with the ISS. The ingtitution’s hospital network could now be
contracted by the new EPS or ESS.>

A long debate took place in relation to demand subsidies. Those in favor (as the Ministry of Health),
argued the advantages of free choice for users, and the need to redefine the public functions. Those
opposed, intended to preserve the public status quo and saw the transition from supply to demand as very
difficult. Eventually such subsidies were approved. At this particular moment, the

4" Interview, July 1998.

“ The DNP was not included.

“ Londofio, Ibid.
*® For Rudolph Hommes (Minister of Finance) and Fernando Botero, senator and president of the Commission
this should be the case.

1 He was the liberal candidate for the presidency. In 1994 he became the new president.

2 This decree aimed at the State’s modernization giving the Executive extraordinary powers for this purpose.

With this decree, the State reformed several ministries and government agencies and the government's
decentralization process was furthered. In the case of ISS, this decree was intended to decentralize most of its
functions —it is one of the only government agencies that has not yet been decentralized—and to concentrate its
activities in policy formulation and follow-up, rather than in policy implementation.

* Cuartas, Carlos. El Sistema de Seguridad Social en Salud y el ISS. DNP, Bogota, September 1998.
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reports on health published by the World Bank and the UNDP, were sources consulted for information
and comparison with other experiences>

Finally, another point of tension was the definition of socia security as an essentia public service:
some worker’ s organizations did not want this because it limited the right to strike. But in the end it was
approved.

Chapter 2- Diagram 4
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NEGOTIATIONS IN CONGRESS — PLENARY SESSIONS

After the reform was approved by the commissions in May 1993, it was discussed in plenary
sessions in the Congress. The main modifications to the initia bill were done at this stage: the whole
articles were debated again. The fact that the bill was deeply changed here, reflects again the amount of
discussions generated by the proposal and the large scope of negotiations that were required to have the
law approved.

The full Senate discussed the Law between August and November 1993. The main changes at this
stage were in relation to the POS, particularly the convergence between the contributory and the

> World Bank Development Report: Investing in Health, 1993.
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subsidized regime. Prior to the plenary sessions this point had not been particularly emphasized. The
unions played an important role with rerspect to this particular issue. The Benefits Package of the
subsidized regime was defined in relation to the UPC of the contributory regime. Even if at the beginning
the contents would be different, according to the resources, the final agreement was that the Benefits
Package would be unified by the year 2001. It was a so established that the Benefits Package could be
redefined and updated according to the demographic structure, the epidemiological profile, and the
technology. The benefits were defined as different for affiliates and enrollees™ and in function of
resources. Cost-benefit analysis was introduced and priority was given to the first level of care that, in
case of the subsidized regime, would gradudly increase to cover the other levels of care, bearing in mind
their impact on DALY'’s.

Another modification introduced during the Senate' s debate was that the EPS themselves, were
required to include insurance for high cost treatments they would have to cover. This helped to resolve, in
part, the disagreement around the exclusion of pre-existing conditions from the system. This point was
put forward during the whole debate by the paid medicine companies who proposed to define exclusions
when critical conditions were detected before affiliation. This was not accepted. Nevertheless, a minimum
waiting period before using certain services was agreed upon. Another point that the pre-paid medicine
institutions lost, was the option to offer different benefit packages with different content, including
exclusions and no pharmaceutica coverage. Even though they had support from some senators, in the end
asingle, unique Benefits Package was approved.

The Unions wantedto define every health worker from the public sector as an “officia” employee,
not a“public” employees as established in Law 10, 1990. Such a proposition did have lega implications
for additional wage compensation®, and introduced the possibility of collective bargaining for new
economic benefits. This proposal was not totally approved, but a special wage compensation was included
(Nivelacion sdarial). This decision had proved to be expensive for the public finances, both at the
national and local levels.

Finally, it was also in the Senate, in plenary sessions, where an additional component was introduced
related to supervision and control of the system. The roles of a superintendencia, information
requirements, and control were defined. During that period, the ISS reorganization and the transition
regime were also defined.

After the reform was approved and modified in the Senate, it went to the House of Representatives
where a Commission that included the active participation of the Health Minister, studied the project. The
process was faster than in the Senate, and generally they ratified agreements that had been reached before.

The main changes were the approval of the Benefits Package for relatives with similar benefits to
those of the affiliate, using the figure of co-payments. The introduction of essential medicines in their
generic form was approved even though when the pharmaceutical industry did not agree with this
proposd. By the time the Law was discussed there was a nationa debate about the high and increasing
costs of medicines, therefore they could not count on the backing of public opinion when pressing for
their interests in the case of health reform.

* An affiliate is a person who pays a premium to enroll in EPS; an enrollee is a person covered by an EPS, it

can be an affiliate or a family member of an affiliate.

* |tintroduced “cesantias retroactivas.” That means that when a worker retires he has to be paid one salary for
each year worked (cesantias), but in this case the payment would be based on the last year’s salary.
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During the debate in the House of Representatives, the Primary Health Care Program,was defined.
This included public health interventions to promote health, such asimmunization and AIDS prevention
among others. This program was established as a complement to the Benefits Package and under
government responsibility (though not under the social security ingtitutions). Finally, more resources to
support the reform were defined such as a new socia tax on arms.

After the project was approved in the House of Representatives, a Conciliatory Commission with
members from both chambers, Senate and Camera, and with the active participation of the Ministry of
Health, unified the projects that had been approved in plenary sessions by both of them. This was
necessary because the reform had been the result of controversy, and the fina Law approved in each
legidative arena had some differences.

On December 16, 1993, the Law was finally approved by the full Congress and a week later on
December 23rd President Gaviria signed it. The Law that finally resulted combined many different points
of view and most of the groups involved in the discussions, with the probable exception of doctors and
public hospitals, seemed to feel that they are represented by the reform .

Finally, it isimportant to point out that Alvaro Uribe was the key figure in Congress. He was the
most important conciliator between different positions and had a clear commitment to gaining the
approval of the Law.

SECONDARY LAW FORMULATION

Law 100 gave enormous flexibility to the health reform. In order to set in motion the norms included
inthe Law, at least 25 regulatory decrees had to be prepared and issued. This secondary Law was made
by the Ministry of Hedlth, in consultation with the new CNSS, and they were eventually approved and
signed by the President. It isimportant to point out that at this point the reform development no longer
had to go through Congress. It was done at the Executive level under the control of the Ministry of
Health. The process was not as pluralistic and open as it had been during the whole debate. The main
focus of the Ministry during the eight months before a new government came into office (January-August
1994) was to advance the regulations as quickly as possible. This was seen as strategic. According to
Londofio, “ it was my belief that taking so much time could have brought the reform to a halt. Therefore,
the strategic decision was made to develop the regulation as soon as possible (...) create new mechanisms
for allocating additional resources and train as soon as possible the system’s new agents.”*’ The creation
of the new National Health Board was speeded up for this purpose and between August 1 and August 5,
1994, the last week President Gaviriawas in office, twenty-two key decrees were approved.

According to people working for the Ministry at the time, the process of secondary law formulation
focused mainly on technical issues such as the creation of the CNSSS, the definition of new ingtitutions
within the system such as EPS, IPS, public hospitals, ESS, and FOSY GA; the definition of the system’s
benefits through the POS, complementary plans, and the subsidized regime; and reform in public
indtit utions such as the Ministry of Health and the Health Superintendency. They tried to resolve those
issues in the most technical manner possible, and counted on the support of national and international
experts, who played akey rolein this part of the reform. The team working on the reform at this stage
was modified. Although Londofio was still the leader of the process, the group was joined by severd
highly-qualified people such as Maria Luisa Escobar, Teresa Tono, and Bestriz Londofio, some of whom
had been working in the technical developments of the reform since the period in which it had been
discussed in Congress.

" | ondofio, Ibid.
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However, not al the issues of the reform were developed at this stage. Priority was given to setting
in motion the new actors of the system, particularly for the contributory regime. But key points of the
transformation were not defined, such as the incorporation of the people living in poverty into the
subsidized regime and the transition from supply to demand subsidies, among others. Those issues later
posed problems during the implementation process.”

Officials from the Ministry of Health and the DNP argued that there were no fundamental changes
made to the reform at this stage. However, other interviewees stated that the Ministry of Hedlth did try to
use the opportunity of regulation development to define more precisely some of the elements that were
vaguely stated in the new Law. And this was done based on the principles the MOH group believed in:
efficiency, the importance of the role of the private sector, the introduction of competition, freedom of
choice, and financia sustainability. A key example was the curtailing of the Benefits Package that had
been agreed on in Congress. Using cost-effectiveness criteria, high cost treatments without proven
efficiency such as kidney transplant were excluded; ailments such as terminal illness would be treated
with pain aleviation and at home; and aesthetic interventions were excluded. Also, according to some
critics like Gonzalez Posso,™ the development of the regulatory body for the new Law represented a
return to a segmented system, since even though the Law mandates a single Benefits Package for both the
contributory and the subsidized systems, in practice two different Benefits Packages were defined. He
also argued that the development of regulations during this stage of the process, favored the creation and
consolidation of the private organizations that were to participate in the reformed health system, but failed
to put in place the right incentives for the transformation of the exiting public institutions.

Finally, although the Ministry consulted with the new National Health Board on the genera topics of
the reform development proposals (if not the details), the fact was that the board had neither the time, not
the technical instruments to discuss them.®In addition, during the process of transition to the Samper
government, even when the new team wanted to know about the health reform devel opment proposals,
Londofio did not agree to their request. This was both an expression and a source of many tensions to
come.

In August 1994 a new team came to power, with President Samper as the leader. Even though they
also represented the Liberal Party, they had a different orientation and were critical of Gaviria' s ideas of
development and modernization. The group of people who had been at the ISS at the beginning of the
Gaviria administration returned to power, with better positions and greater capacity to influence decision
making.

THE IMPLEMENTATION PROCESS

The implementation of the reform began in 1995 under a new national government and also with
newly-elected territorial authorities. According to the Law, the implementation of the reform had to start
in January 1995. Since then, according to the Ministry of Health, the coverage of socid security in hedth
has increased from 23% to 54% by 1998; 66% (21.5 million people) are in the contributory regime

% | ondofio, ibid.

* He was the second Minister of Health during Gaviria’s administration at the beginning of 1992, and belonged

to the M-19 group. He was an intellectual, not a guerrilla.

60 According to Jaramillo the process of teglamentation” of those months was demanded by the National
Health Board and today they are the ones who establish Agreements that have the power of Law-Decrees.
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and 33% in the subsidized regime.** The resources for health have doubled and there have been
dgnificant ingtitutional changes, such as the creation of 30 EPS (20 of which are private, 10 are public,
and 1 is public-private®) and of some agenciesin charge of managing the hedlth plans of the subsidized
regime (ESS). On the other hand the funding of the public hospitals has changed from a supply subsidy to
ademand subsidy.

Therefore, the reform seems to have had an impact on the expansion of coverage and institutional
development. Nevertheless, certain tensions that were present in the definition and formulation of the
reform, and that were not dealt with, arose during the implementation process. According to Londofio,
the general nature of the Law “simplified the political negotiations in the Congress, but many of the
potential conflicts that were brewing at the time, erupted in the period of implementation.”®®

The palitical process of the implementation has been very important in the outcome of the reform
proposals. The tensions that were present during the reform’ s formulation and legidation, have persisted
during its implementation. In particular, the old actors of the reform have not changed as expected. Thisis
the case with the I SS and public hospitals. At the same time, the reform created new groups interested in
the health process such as EPS and ARS, which have been very dynamic. It also modified the status and
interests of existing ones such as hospitals and socia security institutions. On the other hand, the
possihility of affiliation with the social security system has also created a new relationship with the headlth
sector for many people.

The implementation process not only involved a different set of actors from that of the Law’s
formulation, the institutional and organizational aspects have been aso been a difficult part of the Law’s
implementation. And they have influenced the outcome of the reform. The changes proposed have made
important demands on information, organization, and management capacity. Those demands have been
particularly difficult to meet, particularly for the public actorsin the reform, and have affected the fina
outcome.

Many problems were encountered during the implementation process. One has been the resistance of
the 1SS and its difficulties fitting into the system, since this ingtitution is still the main actor in the socid
security reform. Another has been the change of direction in the Ministry’s signals about the reform
according to each new Minister of Health. There were three Ministers during the first 20 months of
Samper”s government, which was accompanied by instability of officials with decision making
responsibilities and very little continuity in the technical teams.®* Other problems have been lack of
information and low alocation of the resources from the Solidarity Fund, which belong to the subsidized
regime. More important difficulties have involved making decisions about the transition of each of the
agents in the old public system. The ISS, the departmental directorates of hedlth, and the public hospitals
have resisted change®®

Resources to fund the reform seem to have been adequate, but the erratic policy, particularly during
the first two years of implementation, led to problems in the execution of the reform. Apart from that,
there had been problems with the definitions of technical issues such as the UPC, and difficult adjustment
for some ingtitutions. The transition from supply to demand as a criterion for

® Minsiterio de Salud. Informe de Actividades 1997-1998 al Honorable Congreso de la Republica, Julio 1998,

Bogota.

% Nevertheless, the ISS is the EPS with the most affiliates, representing 62% of the contributory system.

& | ondofio, 1996

8 Alonso Gémez (who stayed for one year); Augusto Galan Samiento (six months), and then Maria Teresa

Forero de Sade (two years and a half).
% ASSALUD, 1997.

52



Chapter 11 The Policy Process

assigning subsidies, had led to overlapping resources, Sower response in delivering services, and
increasing costs.

There has also been passive resistance from the bureaucracy within the health sector’s public
institutions. However, there was aso confusion and lack of information and assistance during the
transition. This situation prolonged the transition of those public ingtitutions that were hoping that each
new minister would express opposition to the reform. Nevertheless, there have been countervailing forces
in favor of the reform such as the CNSS, three loans with international Banks (IDB and World Bank), and
the involvement of international organizations and foreign universities®™ as well as the dynamic generated
by the private and territorial actors of the reform.

In relation to funding, during the first two years, the national government did not allocate the total
amount of resources. The transfers from the National Budget to the FOSY GA to match the solidarity
point paid by the contributory regime, has been made according to each year’ sinitial estimation of
resources to be collected. On the other hand the Cooperative Organizations (Cajas de Compensacion) did
not contribute as much as expected, because they argued that they should be involved in the system and
should not allocate resources until the 1SS had family coverage. This was a process that took some time.
In addition, there was evasion in the contributory regime, particularly with the independent affiliates
because they under-reported their income.

The contributory regime has had fewer problems, in spite of the fact that the ISS, which has still not
made the proper transition to the new regime, remains the EPS with the most affiliates. There was some
conflict with the pre-paid medicine companies who wanted to compete with the new social security
system and attract clients for themselves.®’

Finaly, there were some proposals to reform Law 100, 1993, that did not make much progress. For
instance, there was a project from the Finance Minister in 1996 to return the health service monopoly for
the subsidized regime to public hospitals and health authorities. There were also proposals in Congress,
probably related to the need to rationalize public expenditure, to abolish the Government’ s contribution to
the National Solidarity Fund and reduce the central government transfers in 50%. This would have aso
affected the subsidized regime, due in part to the financia difficulties the Government was facing. But it
also represented the continuation of a position that saw the public sector as the main vehicle to reach the
poorest.

Those were the general trends of the reform during the first two years of implementation (September
1994 - August 1996). Nevertheless, there are at |east two different periods, one of them when Alonso
Gbmez was Minister and defined a transition period for the subsidized regime, and the other one under
Augusto Gaén Sarmiento and Maria Teresa Forero de Sade.

THE TRANSITION PROCESS

When Samper came to power he appointed Alonso Gomez as new Minister of Hedlth. During his
term in office the reform began to be implemented. The team that had worked on the health reform at the
Ministry of Health was dismantled. Two members stayed, Nelcy Paredes and Beatriz Londofio, who
remained for only a brief period. Alonso Gomez, the first Minister under Samper, was a doctor who had
been the director of Hospital San José (a public institution in Santafé de Bogotd) and Samper’ s personal
physician. He had been opposed to some of the proposals during the discussion of the reform. He believed
in the role of the state and in concentrating resources in tertiary public care. In addition, he

| ondofio, Ibid.

® |t seems that the number of affiliates to pre-paid medicine companies has decreased.
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was critical about the process of secondary law formulation that took place during the last months of
Gaviria sterm of office, because it had been at the very end andthe Samper team, including himself, had
not been able to participate at this stage of the policy process. While he was in charge of the Minigtry, his
decisions generated confusion among the health reform actors given his position vis a visthe reform.
Nevertheless, he counted on the support of doctors, the union of health workers, and public agencies, in
his attempts to subvert, at least in part, the reform.®®. It isimportant to point out that to a certain extent
this was consistent with the consensua strategy promoted by the Samper administration, in opposition to
amore technocratic model of decision making.

According to most observers, as of December 1996 the reform was not operating in the case of the
subsidized regime. The regiond offices of heath kept the EPS monopoly. In order to avoid inequity and
inefficiency, Law 100, 1993 had authorized demand subsidies for hospitals, according to the population
they covered and their level of poverty, through the ARS (Health Plans for the subsidized population).®®
But because it was not convenient to make those changes in an abrupt way, a transition regime was
established by the Law.

In November 8, 1994, one year after the approval of the Law, atransitional regime was established
(Decree 2491, 1994), in order to facilitate the change from the old system to the new one proposed by the
reform. The decree authorized the territorial health authorities to become EPSs to administer the
subsidized regime while the new EPSs were being created. In the case of hospitals, atariff system was
defined and a reimbursement system for those services that they would have to provide free for the poor.
Nevertheless, there were no visible signs promoting the consolidation of EPS that could run the
subsidized regime, introducing competition, or beginning to change supply subsidies into demand
subsidies. In addition, the Minister had excluded 67 Cooperative Organizations, 142 ESS, and 13 EPS
that aready existed at the time from administering the subsidized regime.

This decree generated a great deal of controversy. It implied areversal in the demand subsidies in
favor of the supply subsidies. It changed the alocation of resources from the UPC to atariff system. It
also subverted the principles of efficiency because the functions of insurance and funding were again
combined in one agency, as well as the responsibility for public health provision and management of
hedlth. It eliminated the concept of social security in the case of the subsidized regime. Findly, thisled to
a situation in which hospitals were receiving demand as well as supply subsidies.

According to some observers, Gémez tried to undermine the sense and credibility of the reform and
to radically change its nature. However, after one year in office he was replaced, because he lost support
from doctors and health worker’s unions. In addition, groups that had been critical of the reform during
the debate, nevertheless thought that the Law was the final result of a process of consensus building that
had gone through &l the negotiation stages that the country had, and therefore it should be respected.
Finaly, the President was also advised by some of his ministers such as Cecilia Lopez (Environment),
José Antonio Ocampo (DNP), and Guilllermo Perry (Finance), to replace Dr. Gémez (Interview, August
4, 1998).

&8 Alonso Gomez is a psychoanalyst who had worked in intensive care. He was Samper’s personal physician

when Samper suffered an assassination attempt during the 1980s. These facts help explain how he became a
Minister and why his main interest was public hospitals and medical speciaists. Alonso Gémez did not feel well
treated by Londofio during the transition between governments and it seems that an offer from Londofio to make
him his deputy Minister had not been approved by Gaviria.

 Such as “Cajas de Compensacion”, ESS, and EPS



Chapter 11 The Policy Process

FIRST STEPS TOWARDS REFORM CONSOLIDATION

In duly 1995, Augusto Gaan Sarmiento was appointed new Minister of Health. He came from the
“galanista’ group of the Libera Party, and the support of that faction was useful to President Samper. He
believed in the health reform as a social project.”® Histime in office was very limited, lasting until the
beginning of 1996, when he decided to resign as a result of allegations about the funding of the Samper
presidential campaign with resources from the drug barons. For some observers, because of this short
period as Minister he did not have the time to do anything significant. For others, however, he was key in
putting the reform back o track. In December 1995 he promoted Decree 2357 that corrected the problems
generated by Decree 2491, 1994, which was seen by many as a counter-reform, in relation to the
transition of the subsidized regime. The new decree authorized the Cooperative Organizations, the EPS,
and the ESS to manage the subsidized regime. This new change of direction was supported by the
growing consensus among specialists and groups that had participated during the reform process to
develop the principles established in Law 100, 1993.”

At the same time, however, Alonso Gomez, who had subsequently been appointed Presidential
Advisor on Hedlth Topics, promoted the creation of a Presidential Program for Hospital Devel opment.
This new program was based on principles contrary to elements of the reform such as state authority over
hospitals aswell as ministerial and local authority and autonomy. For those reasons as well as resistance
and lack of clarity, the changes of direction did not have clear results until the second semester of 1996,
when Maria Teresa Forero de Sade was already in office.”> She was the third Minister of the Samper
administration with previous ministerial experience and her previous job has been as ACEMI director.
She stayed in office until the end of his government. During her period as Minister the reform started to
be consolidated after two years of delay. According to health analysts, what she did was not to take new
radical decisions, but rather to implement what had already been decided. However, at this point, it is still
too early to arrive a afinal evaluation of the process. What may be happening is a consolidation or it
may be yet another phase of the reform process that might change course or even revert to an earlier
stage.

CONCLUSION: KEY PoLICY NODESAND ACTORS

The Colombian social security reform, including the health reform, approved by Law 100, 1993 was
an ambitious and complex transformation that was undertaken during a period of state reform. The
process of definition and approval of the reform took three years of intense negotiation and development
of technical expertise in hedlth. President Gaviria has stated that it is probably the most important socia
transformation during the second half of this century .”* Nevertheless, the Health Reform was not the
direct result of hisinitial idea about the socia security reform. As Jaramillo (1994) has pointed out, the
health reform was probably the price that the government had to pay to approve the pension reform.”

™ He is brother of Luis Carlos Galan Sarmiento, a Liberal leader assassinated in August 1989.

" Fedesarrollo, 1995.

& She is a doctor with pediatric specialization but with previous experience in the public sector. She had been a

Minister before.
 Hommes et al., 1994.

™ Jaramillo, 1997.
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Law 100 reflects an international trend on socia security reform, but the context, the formal and
informal institutions, and the main actors involved, made it particular to the Colombian situation of the
early nineties. The Law was the result of an intense debate where many “policy nodes’ were important:
the Assembly to amend the Constitution between January and June 1991, the Social Security Commission
established by the Constitution to define the basic points of a socid security project (July-December
1991); the reform formulation (1992); the Congress with its different stages: commissions, plenary
sessions, conciliatory process (1993); the drafting of the decrees needed in order to develop the reform
(January-August 1994); the transition decrees (1995); and the implementation.

Because there were many policy nodes and because the reform generated intense discussion, the
final result was the combination of many different positions. The main tensions were aways between the
ideas of solidarity and efficiency, and the final result is the inclusion of both as the main principles. This
debate was constant from the drafting of the new Congtitution until the reform’s implementation stage.
The other tension present during the whole process is one between the roles of the public and private
sectors. The relation between the State, market, and society, was redefined in relation to the health
services and a combination of public and private systems was defined.

Finally, even when the reform is the result of a consensus, the team of the Ministry of Hedlth did
have space to maneuver within the reform process and increasing technical and manageria expertise were
required. In relation to the actors involved, they changed according to the stage of the process. During the
formulation, the main actors were the members of the National Assembly to amend the Constitution and
the Social Security Commission; the teams from the National Planning Department, the ISS and the
Ministry of Health; unions and think thanks. Nevertheless, when the proposal is presented to the
Congress, the Ministry of Health takes the lead and this continues until the implementation process. The
character of the Ministry of Health team changed being increasingly technical during the secondary law
formulation process.

Other important actors during the whole process were representatives from territorial health
authorities, unions, congressmen, medical associations, health technocrats; private research ingtitutes,
health workers; people who represent the Cooperative Organizations, Pre-paid medicine, producers and
industrial associations, pharmaceutical organizations, and politicians. But the users of the system, the
consumers, were not represented either in the case of the contributory or the subsidized system.

Findly, it isimportant to point out that at the heart of the process there was a small group of people
that, under Juan Luis Londofio’ s direction and with the support of the President and othersin the
government and outside, was able to make important contributions to the decision making process.

The final outcome of the reform continued to be the object of many arguments during the
implementation. However, different groups that participated during the formulation and approva by
Congress of the health policy changes, felt their proposals were somehow represented there. Rudolph
Hommes, Finance Minister, stated in an evaluation of this period’s policy process. “In hedlth, this
government, taking advantage of the socia security reform project, has proposed a revolution that, for the
first time in Colombian history, will make possible access to basic health service for the people living in
poverty” (Hommes, 1994). President Gaviria himself said that Law 100, 1993, was probably the most
important one in the second haf of this century (Hommes et a., 1994). One member of the ISS-Consenso
group, who was opposed to many aspects of the official proposal says: “we felt represented with the final
outcome of the reform, that introduced universality and solidarity principles. Thisis the reason why we
have defended the reform against the resistance during the implementation process (Interview, Aug 4/98).
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1. THE USE OF CHANGE TEAMSASA POLITICAL STRATEGY

INTRODUCTION

The process of health reform definition, formulation, and legidation generated intense discussion in
Colombia. The hill finally approved represented a consensus among different and even contradictory
positions, including those in favor of the market and competition as well asthose in favor of maintaining
solidarity and a significant role for the state. The Law is the expression of different views within
government, congress, the academy and civil society. The final result is a health system based in socid
security mechanisms which involves both competition and the private sector, while maintaining the role
of the State and public agencies not only as regulators but also as providers. On the other hand, itisa
system that includes solidarity instruments such as the same Benefits Package (Plan Obligatorio de
Salud) for both regimes; arisk per capita unit; and para-fiscal solidarity mechanisms. However, the
combination of those points of view was aready present when the Executive presented the bill proposd to
Congress in March 1993. After that moment, the change team, in spite of many debates, was able to
develop the health reform proposal without significant modification, with the exception of an integral
Benefits Package for both regimes.

The reform had to pass through different ingtitutions and different arenas; therefore, its final content
was modified by the Constitution, the Social Security Commission, the Congress (with its two chambers),
and the formulation of secondary law (“reglamentacién’). The reform was a comprehensive one, and was
approved during a short period of time. The process of reform began in 1991 with the discussion and
promulgation of the new congtitution and, even when the implementation continued after that date, it is
possible to argue that the reform effort as such ended in August 1994 when the Gaviria government left
office.

Even when the reform was the result of a particular context and specific ingtitutions that partially
determined the possihilities and process of the bill, there was a change team from the policy elite able to
introduce policy change. At the beginning of 1993, this team presented a proposa that was aready
towards the center of the debate. They were able to do this because of their technical convictions, but also
by taking into consideration the political aspects of the hedth reform. The team was able to maneuver and
define aspects of the content of the reform. Thus, the team used strategies to have the reform approved
and they influenced the content of the reform. Their power was based on both their technical knowledge
and also in the particular networks they built across sectors and different levels of authority within the
State, particularly in their vertical networks. In addition, the change team had scope to define particular
issues that eventually proved to be very important, such as the existence of two regimes, the UPC, and
competition in health affiliation and provision, but with the existence of the FOSY GA.

There seems to be evidence to show that within limits there is scope for government to introduce
significant policy changes. One of the succesful strategies that governments have used to introduce
reforms s precisely the creation and support of change teams. This was a strategy used in Colombiafirst
for the introduction of economic reforms, and then later replicated for socia reforms, which usualy
involve a more pluralistic process than those related to economic policy.

Change teams are comprised of people called by decision-makersin a particular moment to pursue
specific policy changes. They are limited by the context and the institutions of their particular moments
and countries, but they have scope to maneuver, based on the political support that decision makers give
to them. This enables the group to design and promote reforms, even in the face of
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opposition from actors and interest groups with direct politica support. This was especidly true in the
case of the Colombian health reform.

The main objective of this chapter isto describe the change team in the case of the Colombian health
reform: who they were; what were their motivations and ideology; and particularly what were their main
strategies to achieve results with the health reform. The analysisis developed through describing the
horizontal, vertical, and cross-society networks they established and identifying other strategies they used.
The hypothesisis that the State, within limits, has the capacity to promote change and one of the possible
strategies is the use of a change team. A successful change team has two main characterigtics: it is highly
technical, but it has to do political maneuvering to achieve results.

It must be pointed out, nevertheless, that the health reform in Colombiais still an on-going process
and far from finished. The formulation and legidation have been done, but the implementation and
adjustment of the process continues and there are different actors in each phase. However, for the purpose
of this research, attention was focused on the period when the reform was defined, formulated, and
approved in Congress and when the initial regulation package was formulated.” The role of the change
team is clearer in that critical period of policy formulation; particularly between November 1992 and
August 1994. " This is true even when the reform itself involved a longer period: beginning with the
promulgation of the new Constitution in 1991 and continuing through early 1996 when it reached the first
stage of consolidation.

CHANGE TEAM CHARACTERISTICS

During the health reform, a close group of policy makers and technicians can be found at the
Ministry of Health headed by the Minister. It is recognized as the change team by its members and by
outsiders, both at the Ministry and other arenas. Nevertheless, the group is dynamic and changes over
time according to the health reform process.

It isimportant to bear in mind that at the time of the health reform process, there was aready a
context of ingtitutional change led by President Gaviria and an economic change team which had beenin
charge of different reforms in the areas of finance, taxation, foreign exchange, labor markets, and
housing. The main orientation of the country's structural reforms was towards liberalization and
internationalization. The main figures of that economic team were Rudolph Hommes, the Finance
Minister, and Armando Montenegro, the Director of the National Planning Department. Juan Luis
Londofio had been part of that team as the National Planning Department’s Deputy Director. The
economic change team had aso been involved in the [abor reform and they were very interested in the
pension reform that was part of the socia security reform of which health was a component.

As described in Chapter 11, the period leading to the submission of the health reform in Congress
was one of important discussion, with many groups involved, some of them with very different positions.
But a change team as defined for the purpose of this study was configured in November 1992 when
President Gaviria appointed Juan Luis Londofio as Minister of Health. From this moment, he became the
leader of the process of health reform until August 1994. He was aso the head of the

75 Secondary law formulation is the process by which a regulatory body is formulated after each bill is

approved by Congress. In the case of the Law 100, 1993, this process was in the hands of the Executive, particularly
the Ministry of Health and the President.

® This period includes the process of the law’s discussion in congress, as well as the promulgation of the
regulatory decrees.
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change team. Although the reform involves a longer period, this is the time when a change team can be
identified for the first time. The team that worked with Juan Luis Londofio during this periodwas a very
small one and had at least two stages (with some overlap): one, during the process of formulation of the
proposal and its discussion in Congress, and the second during the decree promulgation period.

During the first discussion about pensions reform, when it became clear that Congress was going to
condition the approval of the new pension law on asimilar in-depth effort in the health sector, a team of
highly technical policy makers from different ministries was commissioned by the President to study
policy options for a health reform. This team became an important precedent to what was to become the
change team in hedlth. Some of its members became central to the change team; the others remained as
members of horizontal networks. The team was comprised of individuas from different ingtitutions as a
mechanism to create consensus among them. From the National Planning Department the members were
Juan Luis Londofio, the Deputy Director, and Nelcy Paredes, the Social Development Unit Director. The
Ministry of Health was represented by Ivan Jaramillo; Luis Eliseo Vazquez represented the ISS; and the
Ministry of Labor was represented by Mavricio Perfetti, advisor to the Minister. These individuas al
played an important role at the beginning of the process, but only Londofio and Paredes remained as part
of the change team and were absolutely central to the process of health reform when they went to work at
the Health Ministry.

It is during the period of formulation and discussion of the bill in Congress that the change team
becames clearly identifiable. Initialy it was comprised of Juan Luis Londofio as the leader and Nelcy
Paredes as his main assistant. They built important links with key members of Congress, the Executive,
and other groups in and outside the government. At this stage the process of reform was open to
discussion and the President’ s commitment and support was very important. The fact that the team came
from the DNP gave it credibility visa vis other policy makers working on the State reform proposals and
crucialy with the economic team in government.

During the second phase of the reform—the decree promulgation process—the team was enlarged
and some of its members became highly specialized. They built important networks within the Ministry
and with health specialist as well as with the international community whose support was very important.
Juan Luis Londofio was the leader of the change team. The other key members were Nelcy Paredes,
Maria Luisa Escobar, Beatriz Londofio, Oscar Emilio Guerra, Diego Palacios, Teresa Tono, and Edgar
Gonzédez. On a second leve of closeness were Wolfang Munar, Eduardo Alvarado, and Ivan Jaramillo.
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It is possible to distinguish two stages in the change team strategies during the formulation of
regulation: the first one from the promulgation of the Law in December 1993 to March 1994, when the
technical work and technical definitions were the most important issues; and the second one from April to
August 1994 when the work was more results-driven and more decisions had to be made. This was done
to leave the regulation package as advanced as possible before the new government came to office, in
order to guarantee the surviva of the reform according to the change team'’s criteria.

At this second stage the political aspects of the reform had to be taken into account and the technical
aspects lost some of their salience. The members of the change team gained and lost influence according
to the sdlient issues at different stages: athough the technical ones stayed, the decision makers, the
brokers, gained more influence during the second stage of the secondary law formulation.

THE CHANGE TEAM'S CONFIGURATION

During the whole process, Londofio recruited the change team with the support of Diego Palacios,
who also became one of the change team members. Londofio brought in people with technica training,
giving priority to those who had studied abroad. In the beginning, experience in government was not
considered an important asset.”” The members, by and large, lacked political support. The team was small
and comprised of consultants who worked directly with Londofio and did not depend on the Ministry of
Hedlth. They were not planning on joining the Ministry of Health or working for the

" Later, this was seen as a handicap during some moments of the reform development.
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Government, rather, they were persuaded by Juan Luis Londofio’s charisma and powers of persuasion to
join the team, thinking that tangible changes could be attained for the country.

Juan Luis Londofio had studied Business Administration in Medellin, Colombia, his hometown. He
later obtained a M.Sc. in International Economics and Monetary Theory at Universidad de los Andes,
Bogotd He adso earned a Ph.D. in Economics from Harvard University where he concentrated on income
distribution in Colombia under the supervision of Professor Jeffrey Sachs. President Gaviria appointed
him as DNP deputy director in August 1990. At the time, like many other people that President Gaviria
appointed, he was a young technocrat without much experience in policy making. He became Minister of
Health in November 1992. After leaving government with the arrival of the new administration, he went
to work for three years in multilateral organizations as senior health expert (World Bank, IADB). Upon
his return to Colombiain 1997 he assumed the direction of a business and economics publication, Dinero,
andhe continues to play an important role in public debates particularly related to economic and
development topics.

Juan Luis Londofio has many of the characteristics that Dominguez (1997) identifiesin a
"technopol.” He is atechnocrat with international reputation, he is an optimistic and he is an innovator.
Heis considered a neoliberal. Nevertheless, within the “ neoliberal group,” he is the one who has worked
on such issues as human capital, education, income distribution, and health. According to a member of the
change team: “Juan Luisis not a neo-liberal, his area is human capital; he believesin the market but in
regulated competition. He is aman in the center.” (Interview, November 3, 1998)

Even though before becoming Health Minister his main interest was not health, Londofio had been
concerned with the social infrastructure component of the National Development Plan. This component
included the basic principles for the social sector strategies during President Gaviria s administration such
as demand subsidies, a greater role for the private sector, competition mechanisms, and targeting.
Through his position as DNP deputy director he also had access to the policies being devel oped by
internationa organizations, related to socia policy. A case in point was his familiarity with the debates
around the World Health Report by the World Bank, published in 1993. Even when his previous
experience within the socia sector was mainly in education, when he was assigned to health, he
approached it as another important social sector in terms of human capital and itsimpact on development.
He believed that the main point was his approach as an economist to health, which could have much in
common to his approach to education.

In his capacity as Minister of Health, he approached experts like Julio Frenk and Philip Musgrave,
national health specidists such as Francisco José Y epes and |van Jaramillo, and groups with experience in
health issues working in the private sector. He had both technical and political abilities, the latter probably
developed mainly as DNP Deputy Director, but particularly as Health Minister in charge of the Health
Reform. As Health Minister he was the leader of the Health Change Team. He maintained ties with the
economic team and was aways backed by the President. In addition to his technical abilities, he was able
to take into consideration other factors in the decision making process such as the political and
institutional feasibility of the technical proposals.

Nelcy Paredes was his main assistant during the whole process. She studied economics at the
Universidad Javeriana - Bogota. As Health Division Director a the DNP from 1983 to 1992 she had
important knowledge of the health sector, its key interest groups and members, and the decision making
process. This knowledge of the sector made her a key member of the team. She was considered mainly a
conciliator and a broker between technocrats and decision-makers. She was aware that the health reform
process was both atechnical and a political process. In 1992 she became the Socia Unit Director and had
participated in the health debates that were on-going since the discussion of the new Congtitution. Soon
after Juan L uis Londofio was appointed Minister he asked her to work directly with him on the health
reform project. She worked first as his main assistant during the

61



Enhancing the Political Feasibility of Health Reform: The Colombia Case

formulation and discussion of the Law in Congress, and then as coordinator of the change team during the
secondary law formulation processes. After the reform and, in part, at arequest of Juan Luis Londofio,
she stayed at the Ministry of Health for most of the 1994-98 period. Later, she went to work for ACEMI,
the paid-medical organizations association.

Paredes role was crucia during the whole process. She talked to many people in the Congress: high
and medium level technicians working on the reform; members of the Congress and their assistants; and
interest groups. During the secondary law formulation she was mainly a broker, who aso had an
impressive knowledge of the sector (Interview, October 7, 1998) Her networks with different actors, were
very important in increasing the feasibility of the health sector reform. During the development of the
Law she was aso the main coordinator of the team.

Maria Luisa Escobar was working for the IADB when she met Wolgfang Munar, then Health
Deputy Minister. When the health reform proposal was still being discussed in Congress, she joined the
team and started to conduct highly specialized studies, as a strategy to anticipate the technical demands
that the implementation process was going to have. Sheis an economist and was in charge of technical
aspects of the reform. She played an important role in defining topics such as the Benefits Package
content and the DALY's. Upon her arrival at the Ministry of Health she put together a large team of young
economists who concentrated on the most complex and technical aspects of the reform, in complete
isolation from other change team members, the Ministry of Health bureaucracy, and interested groups
outside the MOH. As a member of the change team she was aso important for being a technical
interlocutor with other actors that intervened in the reform discussion, giving the process technical
legitimacy. After August 1994 she returned to Washington, D.C., and joined the World Bank.

Teresa Tono was a postgraduate student doing a Ph.D. in Health Administration at UCLA when she
met Juan Luis Londofio. He asked her to join the team that was in charge of developing the regulatory
package, particularly the topics related with the institutional development of the new actorsin the reform,
such asthe EPS. In January 1993 she became a member of the team. Her most important role was played
at the beginning of the decree development process. She is a doctor who had worked for the SER
Institute, a Colombian think tank that used to be strong in socia policy issues during the late eighties.
After the reform, she went to work for the FES foundation in Bogot4, on topics related to health.

Beatriz Londofio is a doctor with a speciaization in anesthesiology and with clinical experience. She
earned an M.Sc. in Public Health from Harvard University. Before joining the team most of her
experience was in Central Americaand the U.S.A. She was at the University of Antioquia, Medellin,
when Juan Luis Londofio asked her to join the team. He had known her vaguely at Boston when they
were both students at Harvard University. She joined the team because she thought that there was a
process of “building a new country” of which she wanted to be a part. She came to enrich a group that
was mainly composed by economists, with her knowledge as a public health speciaist. She wasaso
motivated to join the team because it had academic excellence. Nevertheless she thought the priority
during the process was to achieve results (Interview, November 15 1999).

Beatriz Londofio combined her standing as a medical doctor with her academic training and work in
the public health sector. She was very effective, especialy in maintaining good public relations. Asa
doctor, she was particularly valuable for the team’s legitimacy visavis the medical profession, who saw
them as outsiders and lacking “hands-on” knowledge. She also was able to articul ate the feasibility of
policy options, based on the technical issues developed by other members of the team. (Interview,
October 7, 1998). Her role within the team became of increasing relevance and she has been the most
important actor of the change team during the implementation process.
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After the reform Beatriz Londofio became Health Secretary for the municipality of Bogota where she
appears to have been successful in implementing the reform at the local level. She was ratified in her
position by the new mayor in 1998 and had been mentioned as a possible Health Minister. She used the
change team strategy for the implementation of the reform at the local level. Because she was in office for
four years, she was able to work on institutionalizing the policy changes.

Oscar Emilio Guerra, the Health Superintendent between 1993 and 1994, was another member of the
change team both during the discussion of the law in Congress and during the decree promulgation
process. He became Health Superintendent through Juan Luis Londofio’s influence. Oscar Emilio Guerra
is alawyer, who had credibility with the economic team in government, due to his experience in the
financia sector as member of the Banking System Superintendency and then Director in charge of the
“Superintendencia de Vaores.” Jorge Elias Meo, who at the time was Deputy Finance Minister,
recommended him to Juan L uis Londofio.”® Some members of the team agree that he was a key person
during the whole process. “Juan Luis did not do anything without the final revision by Guerra”’
(Interview, Nov 12 1998). He himsalf advised the change team in legal matters during the whole process,
and the team of lawyers who supported the processwithin the Ministry of Health came through his
recommendation. He became a key player in the reform because he was the main articulator between the
health reform technical proposals and the Law.

Edgar Gonzalez, was Generd Secretary within the Ministry of Health and aso played and important
role as amember of the change team, particularly during the discussion of the Law in Congress. He was
working at the MOH before Londofio came as Minister and to a certain extent he did not share the change
team’sideology completely. Nevertheless, he was consider by Londofio to be part of the change team. His
expertise was public administration. During the formulation of the secondary law, his main role was in the
development of Law 60 /1993, together with Ivan Jaramillo. It isimportant to point out that during 1994,
the MOH was involved not only in the Law 100 development, but also in the Law 60 decree formulation.
The development of this bill was also an important strategy because it was the mechanism to ensure that
the new resources of decentralization would benefit the health sector.

Diego Palacios was also part of the change team. He was Juan L uis Londofio’s assistant and the
main channel in hiring the new team for the Ministry; he was aso an important resource for the change
team in administrative matters and an important mediator between its members. But his main role within
the change team was his expertise in communication. He was a doctor with public health knowledge and
specialized in communications. He devel oped media campaigns on television and radio and in the
newspapers around topics such as AIDS and other public health matters. This was important in putting
health on the public agenda at the time the reform was being discussed and developed. This
communication strategy was very effective in gaining public support for the team in charge of the reform.

This group, under Juan Luis Londofio’ s direction, was the change team during the reform process.
Their expertise went beyond technical skillswas much more than the technical one, even when for
outsiders at the core of the process were the heath speciaists. But within the team, it is clear the
importance of people with different kinds of expertise such as communication, legal knowledge and
public sector expertise.

® After the Law was approved in Congress, Melo became Labor Minister
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Asit is possible to see from this description, more than half of the people in the change team did not
have any previous public policy experience and were not considering a career within the government.
They came to the team by chance but motivated by a* sense of mission”, the possibility to change things
and to work in ateam of excellence. Most of the members of the team were highly qualified and with
academic experience abroad and an international background. Because of their credentials and their
international networks, the team, but particularly Londofio, had the capacity to gather around the best
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academics working in health topics in the developed world. They did not have any personal politica
support and their legitimacy was based on their technical and professional credentials and their role as
part of the team, which in turn had the support of the President and the economic team within the
government: this situation explains their lack of commitment with particular groups and thus the capacity
to base their work mostly in technical criteria. It also explains why they see themselves and their role as
entirely apolitical.
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CHANGE TEAM IDEOLOGY

The ideology of the change team was consonant with that of the macro-economic change team and
President Gaviria himself. It was related to the modernization principles established in the “Revolucién
Pecifica,” the 1990-1994 National Development Plan. Within the change team there were only two
positions that resulted in the particular way in which the reform was approved: those in favor of a public
health sector, versus those in favor of the market and the private sector. Within the team there was a
common ideology, in which the later position prevailed.

The change team had a particular ideology that was important in defining the way they acted and
their ideals. They were convinced of the importance of taking advantage of the role the private sector
could play in the provision of health services and they conceived of health as an eement of human capita
development. They built their approach to the health sector reform bearing in mind the possibilities given
by two facts present at the moment: the promulgation of Law 60, which allocated new resources for
hedlth at local level; and the availability of mechanismsto increase efficiency in social expenditure that
were being developed in different sectors such as targeting and demand subsidies. “We thought that the
health sector needed a change; we firmly believed that the role of the state in health had to change: the
state needed to concentrate on regulatory matters and should not be a direct provider in any case. We
knew that we had to take advantage of the possibilities of Law 60 1993, and the resources that were made
available as aresult of that reform on territorial competencies and resources, and we had to design
efficient mechanisms to use them.” (Interview, Nov 12 1998).

Related to the issue of the need for qudified human resources, again, even when they had the idea
that it was important for the implementation of the reform, they did not give priority at the moment to an
implementation plan for the reform, probably due to the lack of time and the priority they gave to the
outcome of the reform. The team concentrated mainly on the outcomes of the reform, but not on the
process to achieve it. “We were always thinking about the final results we wanted to achieve through the
reform, but we did not really think and realize how difficult the implementation process could be.”
(Interview, November 12 1998).

The other important point common to the team was that, even though the lack of information was a
handicap some times, they tried to be as technical as possible. This was supported by the aim of having
the best expertsin health matters, not only from Colombia, but aso from abroad (Interview, November 5,
1998).

For some members of the team, being pragmatic and result oriented was very important. Being
optimistic and thinking that everything was possible was a another characteristic of some members of the
team. Others, probably the more academic ones were more skeptical about the possibilities of the reform.
They al shared the idea that a different country was possible—that the process of modernization and
having technocrats in power could make a difference in shaping that country. They were ready to take
risks in order to achieve change. The technical knowledge was seen as superior and with more legitimacy
than the role of the traditional politicians. Nevertheless, the individuals who headed the change teams in
the state reform and health sectors were more conscious of the political roles they were playing. This was
certainly the case with Hommes, Montenegro, and aso Londorio.

On the other hand, due to the speed of the process, particularly during the secondary law
formulation, there was not much time or space for discussion. Members of the team and people around
them raised topics like the ingtitutional feasibility of the reform, particularly at the local level, but in the
end the issue was not discussed enough. There were also internal discussions on the poor quality of
technical information available to them that they needed for the reform in order to make the best and most
informed decisions.
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But in the end, as aresult of the short period of time available to develop the Law, pragmatic arguments
were the basis of a process seen as merely technical from the outside. Most of the time the different
opinions were resolved in avertica manner by Londofio. “There were also things that brought us apart:
for instance, to what extent the legal requirements could be trandated into norms that could be effectively
reinforced according to the reform principles? To what extent the optimal technical possibilities were
possible in a country like ours? to what extend other international experiences that we were able to study
through the literature were possible here?’ (Interview, November 12, 1998).

During the decree promulgation process, the change team was more isolated. This stage was
under the Executive's control and they did not have to make consultations or concessions as was the case
during the legidation process. From the point of view of the members of the change team, because the
main criteriafor decision making were based on technical arguments that they assumed were correct,
consultation was not seen as something necessary. This was only done when it was compulsory (such as
the process of the hedlth reform in Congress) or when it was considered useful because the change team
needed information and needed to validate certain proposals. But most of the time the change team
determined the people or the groups to consult during the development of the law. “In relation to
consensus building, in a process like that you do not know to what extent it is desired. In generd, that
could be the ideal situation; but in practice, it may lead to loose or relax the key points you want to
achieve, and people will dways feel they are not sufficiently or legitimately represented by those who
were consulted.” (Interview, November 12, 1998).

The members of the team had an apoalitical self-image. "We were a very isolated group and it was
not possible to put pressure on us. We were moved basically by technical and rational ideas, not by
pressure groups.” (Interview, November 3, 1998). The team a so felt that the technical aspects of decision
making were more |egitimate than the political ones. But having made that distinction, it isimportant to
bear in mind that there were groups that did have access and influence with the change team. “During the
formulation of the secondary law process we contacted the organizations that could become EPS, not
because they were putting pressure on us, but because we needed to discuss with them the design of the
process. In that sense we had contacts with Medical Co-operatives such as Coomevas and Susalud which
were ingtitutions that had alot of information that was very important for us. During the development of
the Law there was not political pressure....well, probably some members of the congress who gave
important support to the reform tried to ensure something for them but Juan Luis Londofio isolated us
from al that process.” (Interview, November 3, 1998).

CHANGE TEAM NETWORKS

VERTICAL NETWORKS WITHIN THE STATE

The main vertical networks the team had through Juan Luis Londofio were represented by the
support of President Gaviria himsdlf, the Finance Minister, and in some cases the Nationa Planning
Department Director. Londofio was an insder in this team, therefore he was seen as someone with
legitimacy by them.
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According to an interview (August 23, 1998) once the Congress imposed the formulation of the
health reform as part of the socia security bill, President Gaviria started to back the reform personally.
For him, the law had high priority, even though in the beginning his main interest was the pension reform.
For instance he himsalf organized meetings at the Presidency with members of the Congress in charge of
the reform and he was the promoter of an agreement between the leaders of the traditiona parties to have
the reform approved by the Commissions that were discussing the reform within the Congress. The
support of the President for the technocratic teams—the macro-economic team as well asthe onein
charge of pensions and the one in charge of the health reform—was a decisive feature for the approval of
the health reform.

During the formulation of the secondary law, Gaviria aso backed the team. The process of decree
promulgation was handled by the Minister of Health who formulated the decrees in consultation with the
CNSSS. President Gaviria signed them directly and with the necessary speed to have them ready before
the Samper government came into office.

In the case of the Finance Minister and the National Planning Department, there was support because
Juan Luis Londofio was an insider on the original team that participated in the modernization reforms, and
al of them shared similar ideological terms. However, there were moments of tension as aresult of the
need for new resources for the reform, both fiscal and para-fiscal. For the health change team this was
necessary in order to be able to offer universal coverage with an integral package; for the macro-
economic change team the priority was the impact those measures were going to have on fiscal matters.
However, what was most important was that this problem could be solved because the health change team
had the capacity to argue in favor of the financia feasibility of the reform, based on its knowledge of
public finances and the economic impact of the proposal. The relationship

67



Enhancing the Palitical Feasibility of Health Reform: The Glomiba Case

between the macro-economic change team and the health change team was favored by the fact that they
were able to share the same language and their mutual respect and trust.

The main interest of the economic team in relation to the socia security bill was the introduction of
the pension reform, but they saw in the process of health reform an opportunity to transform the health
services in Colombia by introducing principles of efficiency and competition. Juan Luis Londofio, as the
person in charge of the team, shared these principles with the modernization team, and they could trust
him. The health change team was also backed by the President once he was convinced of the health
reform as part of the socia security reform. In some cases he supported them even against the arguments
of his economic change team.

HORIZONTAL NETWORKS WITHIN THE STATE

In addition to the vertical networks that gave legitimacy to the change team, they a so established
horizontal networks that were important in the process of reform.

During the debate of the proposal in Congress, the change team worked with the group that was in
charge of the pension reform, particularly the Minister, Luis Fernando Ramirez, and Mauricio Perfetti, his
main assistant.” Even when each section of the reform was discussed separately, there were occasions
when both groups came together and some times they shared the same strategies and built he same
aliances. For instance the Labor Ministry took decisions and promoted actions in favor of both sectors
such as getting the initia approva for the Law in commissions during May 1993, through negotiating
with Congress with the direct support of the President (Interview, August 23, 1998). Another key factor
was that the health change team tried to leave the political aspects of the reform in the hands of the
Ministry of Labor, maintaining for themselves the technica role.

People working in the change team a so felt they had the support of the Finance Ministry through
Hommes, but also through the Technical Deputy Minister, Ulpiano Ayaa, and his assistant, Mdnica
Uribe. Ayala was the person in charge of the socia security reform within the Ministry of Finance and he
played a very active role particularly in the pension reform. He left his post when Samper came to power,
but Monica Uribe stayed and she has been a key link in the horizontal network not only during the
process of formulation but also during the implementation stage. “ She was very important even when she
developed an independent position from the one prevailing in the Ministry of Health” (Interview,
November 5, b 1998).

After Cecilia L6pez |eft the |SS, people who were part of this institution also became important
members of the horizontal network, particularly through the Director, Fanny Santamaria, and José Eliseo
Vézquez. They shared the governmental proposal of socia security reform and participated in the process
at Congress. During the decree promulgation stage they focused their work in trying to prepare the ISS for
the changes to come, but their relationship with the Ministry of Health was less important at this moment.
The Ministry was focusing on the consolidation of the new actors of the reform (particularly the private
ones), instead of on the transformation of the existing ones. However, the de-activation of the initia
group resistant to change within the ISS and its replacement with one sharing the same vision as the
economic change team was a key factor in maintaining unity within the government and presenting a
single front vis a vis the groups opposed to the reform.

& Mauricio Perfetti, is an economist from Universidad Pontificia Bolivariana de Medellin, with an M.Sc. in
Economics from los Andes University, an M.Sc. in Public Policy from Oxford University, and a Ph.D. in Economic
Development from the University of Sussex. He worked at the Central Bank and the Social Development Unit at the
DNP before becoming an advisor to the Minster of Labor for Pension Reform. He also participated in the Health
Proposals. After the reform he became Consejero Presidencial para la Politica Social.
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The National Planning Department lost much of its role in the health reform when Juan Luis
Londorfio and Nelcy Paredes left the institution for the Ministry of Health. Nevertheless, “ Probably the
“Mision Socid” (Social Mission) from the National Planning Department was an important horizontal
network: they gave us alot of support with the information.” *° (Interview, November 3, 1998). Their
support was not continuous, but the change team asked them in many cases for particular information.
They were a so strategic, because they were developing the SISBEN, atool that became the main
mechanism for targeting socia services and was used particularly in hedth for the subsidized regime.
During the secondary law formulation the National Planning Department became an important actor
again, mainly through Maria del Pilar Granados, who replaced Nelcy Paredes as the Health Division
Director. She was appointed to that job with the recommendation of Juan Luis Londofio who had beenin
charge of selecting people for the Ministry.

During the formulation of the health reform proposal, Ivan Jaramillo who had been advisor to the M-
19 Hedlth Ministers and had been part of the Hatogrande team that initially worked in the reform
proposal, stayed with Juan Luis Londofio at the Ministry and participated in the discussions in Congress®
He was an important member of the network because he had many assets the change team needed:
knowledge of the health sector and knowledge of the decentralization processin health. He had aso been
akey actor during the formulation of Law 10, 1990 and he was working on the development of Law 60,
1993. Finally, his contacts with the AD-M19 were of strategic value from the political point of view®* In
addition, during the elaboration of the Hatogrande proposa he was a key person to propose aternatives
that allowed for the moderation of the initiadl DNP and ISS proposals. Nevertheless, ideologically he was
not identified with Juan Luis Londofio and after the Law was approved he continued to play an important
role in the Ministry, but more in relationship to the development of Law 60 1993. “During the
formulation of the secondary law, the main actors of the reform changed. Just those who agreed with
Londofio’ s ideas of the reform were there.” (Interview, July 27, 1998).

The team'’s horizontal network also included people working in the Ministry of Health. This was also
part of the strategy for ingtitutionalization of the process within the MOH formal structure. The main
horizontal network links within the Ministry of Health, were with Eduardo Alvarado, who became Deputy
Minister, after Wolfang Munar |eft that position. During the discussion of the Law in Congress, Alvarado,
who had worked in health at the local level, was Alvaro Uribe Vélez' assistant. He was very important in
helping to gain the support of senator Uribe-Védez for the change team.®® Luis Gonzalo

% The “Mision Social” (Social Mission) is a project that Londofio promoted when he was Deputy Director at the

National Planning Department with a high-level group dedicated to the technical, rather than bureaucratic aspects of
social policy. At the time, it was directed by Tarcisio Castafieda a Colombian who earned a Ph.D. at the University of
Chicago and had worked in Chile and in international organisations.

8 |van Jaramillo is an accountant from University de la Salle, México with an M.Sc. in Public Administration

from the “Centro de Investigacion y Docencia Econdmica”, México. Through his job he has specialized in
administrative and financial topics related to health. He worked at the National Hospital Fund in the late eighties and
was advisor to the Minister of Health during the promulgation of the Law 10, 1990. He was advisor to the M-19 during
their period in charge of the Ministry of Health and then to Londofio. He has also been an international consultant and
has worked for NGOs. Subsequently, he became a consultant and professor in health topics.

% The Commission discussing the Law in Congress had representatives from that movement. In addition,

when Juan Luis Londofio came to the MOH he found that institution colonized with a lot of people from that
movement. They had been reincorporated into civil life and given these jobs, but in most cases they were not
prepared to work in the tasks defined for them at the MOH.

8 |t seems that Gaviria appointed him Deputy Health Minister after the reform was approved, as a reward to
Uribe-Vélez for his role during the reform. Moreover, it seems that Londofio suggested Alonso Gomez as deputy
minister, as part of his strategy to consolidate his reform during the next government, but Gaviria did not accept that
proposal (Interviews Aug 4/1998; May 19/1999).
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Morales, the Deputy Minister assistant, also became very important at the end of the secondary law
formulation process. He worked with Beatriz Londofio, a member of the change team, mainly in the
definition of the Benefits Package procedures—*he was aso driven by results and this fact made him
very important” (Interview, November 12, 1998).

Horizontal ties were also built with people in senior positions at the Ministry such as Gonzalo Cano,
who was in charge of the definition of the ESS and was a personal friend of Juan Luis Londofio; J.J.
Arbeldez, who was the Public Health Director; and Juan Pablo Uribe, Promotion and Prevention Director
and Deputy Health Minister during the Pastrana administration®. In addition, there was a team of lawyers
brought in by Oscar Emilio Guerra, the Health Superintendent and a member of the change team, who
worked to support the health reform in legal matters. The most important ones were Chemés, Miranda,
and Medina. Within the Ministry the change team aso worked with Jorge Enrique Vargas, who wasin
charge of an IDB project to support the health decentralization process; José Vicente Casas, the Genera
Secretary, who was in charge of the Ministry of Health reform; and Patricia Mgjia, who was in charge of
International Co-operation. The latter was very important because international co-operation was a
strategic element in facilitating the work of the change team during the secondary law formulation
process. Most of these individuals were young, highly trained, and with alot of enthusiasm for the work
and for the process of reform. They knew they had to work extremely hard even with the low salaries they
were earning. But Londofio had managed to create a sense of mission and he upgraded the status of the
bureaucracy in the Minister of Health (Interview, October 7, 1998). Most of them came with Londofio to
senior positions within the Ministry, as part of his strategy for ingtitutional reform.

PoLicy NETWORKS ACROSS STATE-SOCIETY

The hedlth reform process had different stages and the networks established by the team varied
accordingly. During the Law formulation stage the main networks were with academics and international
organizations; while for the Law debate and approval in Congress the most important actors were the
Congressmen and in some cases their assistants. Later, during the secondary law formulation stage,
private organizations with useful information and the necessary institutional experience for the
development of the new health system were contacted. Finally, there was an attempt to built links with the
incoming government. The change team had a fair amount of autonomy to decide with whom they made
alliances, particularly during the formulation of secondary law, once the law was passed. But, as
expected, there was pressure for more openness during the debate of the bill in Congress. But, as a result
of the particular context of the health reform and because of decisions made by the change team, the
process became more insulated after the formulation of the secondary law, in particular during the
transition to the incoming government of President Samper.

When Juan Luis Londofio was appointed Health Minister and the change team was configured, he
sought the support of researchers and academics from health foundations and NGOs who had been
working on health reform proposals. The team thus got first-hand information and knowledge through
what it saw as an informal training process. However, while these experts were constantly consulted for
advice and information, they were not invited to join the change team or to participate in policy
formulation and decision making. For instance, for drafting the bill, Londofio’ s network included, among
others, people from Metrosalud (Health Authority in Medellin, Antioquia) and FES Foundation of
Leadership. The main actors involved were Antonio Y epes, who had been a member of the 1991 National
Constituency Assembly, and Francisco José Y epes, respectively.

¥ tis important to point out that most of them come from Antioquia, the same region from which Juan Luis
Londofio came.
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During the debate of the hill in the Congress the team built important alliances with certain
congressmen and their advisors. This was particularly true in the case of Alvaro Uribe Vélez, the
Congressman in charge of presenting the bill at the Congress, who had also been in charge of the Labor
Reform in 1990. Therefore, he aready knew the people working on the socia security reform, and was
interested in the topic. Even though he is recognized as a Samperista, hisideology was smilar to
Gavirid's. He is aso a politician who has tried to introduce into congress a renovating spirit based on
ideology and policy proposals with national impact. He is aso highly trained in relevant academic topics.
Like Juan Luis Londofio, he had studied at Harvard and he came from Medellin, Antioquia

Another important actor in congress was Victor Renan Barco, who had served in the senate for a
long time. Even though he was considered an old-fashioned congressmen, he was highly respected for his
leadership and knowledge in economic legidation. He was in charge of Law 60 1993 in Congress, and
was aso an important ally. At other level, Eduardo Alvarado, Alvaro Uribe Vélez s assistant in Congress
was an important link in the network. After the Law was approved Gaviria appointed him deputy health
minister where, as seen in the previous section, he became an important member of their horizontal
network for the change team.

During the process in Congress other important network linkss were those established with
FEDECAJAS, the confederation of “Cajas de Compensacion Familiar.” They represented a powerful
interest group whose members manage the resources coming from a 4% tax on wages and have programs
in different social sectors. Different governments have tried to reduce that tax, but Congress has not
approved such a measure, due to the effective lobbying by the Co-operative Organizations. The
government therefore has tried to stimulate the use of those resources according to their policies. To a
certain extend this sector has become a source of funding for government policies, but the co-operative
organizations have been able to retain control over the funds and to maintain the 4% tax. Besides being a
powerful group, they had useful information for the change team, who wanted to use those institutions
within the reform to take advantage not only of their resources, but aso benefit from their institutional
expertise. They were potential semi-private new actors in the reform that could play an important role
both in the contributory and the subsidized regime.

During the secondary law formulation process, the team built networks with groups in both the State
and society not so much for consolidating a group that would support the reform, but with the purpose of
gathering information that was crucia for the development of the regulatory body for the new health
system. Even when the formulation of secondary law was insulated and not many groups had access to
influence the decisions taken at that stage; there was work to be done with certain institutions. Those
ingtitutions were important because they were useful in providing information needed for the formulation
of secondary law in aspects such as health costs and tariffs. Most of the time, the change team opened and
closed the doors to these groups and institutions according to its own agenda. Nevertheless it cannot be
argued that it was a one way interaction, since those institutions also benefited from the intermittent
proximity to the change team.®

The team aso included in its network , Augusto Galan, the brother of Luis Carlos Galén and a
doctor, who was part of the Samper team in charge of the transition from the Gaviria to the Samper

% The Cajas de Compensacion Familiar were very important during the process; less for their associations, as
was the case during the discussions of the Law, but more for the experience and information they were able to share
with the Government. The main ones were Colsubsidio (Cristina Arango and Miguel Pérez) and Cafam (René
Orjuela, Planning Director). Of the paid-medicine companies, the more active ones were Colsanitas; SUSALUD (an
insurance company from Antioquia— indicato Antioquefio, which after the approval of Law 100, 1993 developed EPS
organisations)85 and COOMEVA from the Valle region. (Interview, November 12, 1998). On the other hand, ACEMI
was important particularly on the definition of complementary plans, and private companies were actors who put
some pressure on the group decisions because they did not want a regulated market” (Interview, November 3, 1998).
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administration. He expected to be appointed Minister of Health during the incoming administration. In
addition, he had been President Gaviria' s representative at the | SS board. “He was not in the day to day
work, but he usually came to our Tuesday meetings.” (Interview, November 12, 1998). He was the second
Minister of Health during the Samper administration, where he was the key actor in halting the counter
reform Alonso Gémez (the first minister of health during the Samper administration) was trying to push
forward as described in chapter 2.
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CHANGE TEAM POLICY STRATEGIES

As stated above, the creation and use of the health change team can usefully be considered a strategy
in and of itself that allowed the State to have a greater margin to maneuver in preparing and brokering a
highly complex reform proposal both with other governmental agencies and with interested groupsin
society. In turn, the change team used a series of strategies aimed at both securing its position of influence
throughout the policy process and, as aresult, enabling it to promote its reform agenda.

Those dtrategies changed according to the stage of the process. Usually they were not the result of a
rational comprehensive process, rather they were developed on the day to day basis. Even when the
change team used genera strategies for the approval of the reform, it is also possible to distinguish
particular strategies in each of the two main moments of the reform. The first stage during the process of
legidation of the health reform in Congress was more open, by comparison with the second stage when
the change team isolated itself again and had strict control over outside actors' access to the decision
making process.
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STRATEGIES USED DURING THE LEGISLATION PROCESS

One of the most important strategies during this stage was to devel op the health reform formulation
and discussion in Congress under the umbrella of a major socia security reform project, where the
pension reform received most of the attention. This strategy was reinforced with the decision by the
hedlth change team to behave as a technica group, leaving most of the political work of the reform in the
hands of the Ministry of Labor that was in charge of the pension reform. In Congress, the health change
team built a communication strategy with the senators, based as much as possible on numbers and
diagrams, to convince them of the validity of their arguments (Interview, May 19, 1999).
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In addition, the health change team decided to approach each individua senator involved in the
discussion of the hedlth reform, and listen to their suggestions, even when they were not always included
in the proposals. For the Senators it was important to be heard during the discussions. The change team
also relied on President Gaviria's support to secure party votes for the reform. But they saw both
strategies as necessary: to work with the senators one-by-one, while reinforcing this lobbying with
attempts to gain the general support of the political parties.

The hedlth change team a so decided to work in close relation with a small number of senators they
saw as criticd for the outcome of the reform, both those in favor and those opposed to the reform. From
the socid affairs commission they worked mainly with Alvaro Uribe Véez, the senator who presented the
Law in Congress, but aso with Maristela Sanin, Jaime Arias, Maria Cristina Ocampo (who was against
the reform), and Corsi. Asaresult of thiswork, in some cases they were able to
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advance the change team proposals in Congress, through the projects presented by those senators. On the
other extreme the change team knew there was a group of senators used to clientelistic practices as their
main negotiation strategy that had to be dedlt with. However, they left most of this work to the Ministry
of Labor that wasin charge of the political strategy.

Nevertheless, before the approval of the reform, the Ministry of Health began the implementation of
the ESS in the senators' regions. Many came to see in this component of the reform important political
perspectives for their constituencies. This strategy strengthened the support some of them were beginning
to provide for the reform.

Finaly, the team decided to work closely with the group in charge of Law 60/1993 in Congress,
because they saw the answer to the financia difficulties of the reform in that decentralization reform.
With this objective in mind, they worked particularly with Senator Victor Renan Barco, an expert in
Congress on economic matters.

During this stage, but also as a result of the Congressional request to debate the proposals with many
groups, the change team talked to the visible head of al of the groups involved in the reform: unions,
doctors, producer associations, pre-paid medicine organizations, academic forums, etc. This was more a
process of gathering information than an arena for consensus building, because in genera terms the
change team did not change its proposal as aresult of thislong and exhaustive process of communication.

Moreover, severa members of the team agreed that even when many people discussed the Law, the
majority of them did not usually understand the implications it was going to have and the debate, even
when open to many people, was primarily aforma process of consultation. This was due in part to the
technical content of the proposal and the presentation of the project in atechnical way that in some cases
the politicians and other groups in society did not want to argue.

During the work at Congress, in addition to Londofio, Nelcy Paredes played a key role. “ She went to
Congress, she talked with every one and at very different levels from Congressmen to their assistants,
explaining the proposals and acquiring knowledge about the reception by different congressmen and
women. Later on Juan Luis Londofio, with the information that Nelcy gave him, went to Congress. He
had credibility because he had belonged to the DNP.” (Interview, October 7, 1998).

STRATEGIES USED DURING THE SECONDARY LAW FORMULATION

During the secondary law formulation process the team worked in isolation from outside influences,
and even from the Ministry of Health’s regular functions. “We worked in a team isolated from the
Ministry. Because we did not have bureaucratic responsibilities we were able to deliver results and
processes of change. We were driven mainly by results. The disadvantage is that a process that startsin
that way is difficult to ingtitutionalize, and when the team leaves nobody feels like taking it becauseiit is
far from every one.” (Interview, November 12, 1998). “ At the Ministry some people regarded us with
admiration, others with deep preoccupation. They knew there were going to be radical changes and this
fact was something that made people very suspicious.” (Interview, November 12, 1998).

Although there was isolation from the outside, it is not clear if this was a decision taken on purpose
or if thiswas related to the fact that there was no time. “There was no intended interest of excluding
anyone from the process of discussion. During the formulation of the secondary law for instance the
problem was related with the lack of time and the need to have results. When there was some consultation
with external groups or persons, it was because they had good information, not because we needed to
build consensus’ (Interview, November 12, 1998).
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During that stage the team developed severd specific strategies. One of them was to seek
international technical support. The best people working on health topics in the world came to Colombia
as consultants for the reform. “1 can name at least six top level people in health topics who came to
Colombia several times to help with the reform: Philippe Musgrave, William Hsiao, José Luis Bobadilla,
Julia Walsh, Robert Evans and Julio Frenk.” (Interview, November 3, 1998). “The idea was that we
discussed with them the secondary law proposals we had made and they gave comments about it.”
(Interview, November 3, 1998). “We went every where looking for the best people and the best
experiences, and Juan Luis had great power to convince those people to participate. The international
organizations and international co-operation were very important in helping us bringing those people to
the process.” (Interview, November 5, 1998). This group of international experts was there mainly to help
the change team in defining the reform. It was a process of consultation only between internationa
experts and the health change team members, even when during the final stage there was a seminar open
to the public. At that moment this was a strategy to consolidate the future of the reform showing the
international technical support for the project.

In addition, they also contracted loans for the health reform with the Inter-American Devel opment
Bank and the World Bank, as well as for the services of a consulting group from Harvard University, to
prepare the master implementation plan, to monitor the performance, and to evaluate the effectiveness of
the Health Reform. This strategy was seen as a mechanism to institutionalize the reform after the change
of government. However, it is important to point out, that today members of the team believe this strategy
did not have the expected results, because either there was not real compromise with the objectives of the
reform by those ingtitutions (at least since the perspective of the team) or there was not a clear
understanding of the process (Interview, May 19, 1999)

Another strategy, which became more important during the formulation of secondary law though it
had been present since the beginning, as a means of gaining legitimacy, was the use of technical
expertise.*® This was a strategy even when there were conflicts between the technical possibilities of the
reform and the political decisions that had to be made. This strategy had many aspects. it gave the
technical and thus apolitical aspect that the team wanted; it was an strategy of negotiation that they used
with people that did not have the same level of training and recognized some legitimacy in this kind of
knowledge. “1 was asked to present the proposals to interest groups and congressmen who cameto
discuss the proposals,” said one of the more technical members of the team. It was a strategy that
facilitated the international support for the process, as well. Findly, it was also a strategy for exclusion.
People who did not understand could not argue the main aspects of the reform. And Juan Luis Londofio
did not face many technical arguments against the reform: probably the role played by Fedesarrollo was
one of the few important ones in that sense. “Londofio only feared Fedesarrollo’s arguments, he wanted to
be sure the data were right when they had to discuss with him” (Interview, November 5, 1998).

To complement the strategies described here, it was important for the change to have mechanisms to
be able to do studies and contract people as soon as they were needed and for the amount of money that
was necessary. This was something that could not be done within the regular structure of the Ministry.
For that reason the international co-operation became very important in supporting those kinds of efforts.

Juan Luis Londofio and his team were criticized because they were not doctors but economists
deciding on health policies. Therefore Juan Luis Londofio decided to bring to the team doctors such as

% The group liked to talk based on numbers and graphs. They felt these instruments gave them technical
legitimacy.
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Beatriz Londofio and Teresa Tono. They gave him a better ability to communicate with doctors
(Interview, October 7, 1998).

As a continuation of the strategy developed during the legislation process, the health change team
was aso involved in the development of the Law 60, 1993, that was a crucid point in defining the new
resources for the reform, particularly for the subsidized regime. Londofio appointed Jaramillo and
Gonzéez, two persons close to his team, to work on those topics. This gave them an important control
over the development of that reform, and some people argue that this helps to explain the importance of
hedlth in that strategy in comparison with other socia sectors such as education.

Another strategy during the secondary law formulation, particularly at the end of Gaviria's
government, was to try to convince the people who came with the new government of the benefits of the
reform. In 1994, people from both presidential campaigns, Samper’s and Pastrana’s, were invited to
different technical meetings with international experts on the topic of the health reform. However, most of
the transition process with the Samper team was done through Augusto Galan, who in the end was not
appointed as the first health minister of the Samper administration.®” This fact hindered the
ingtitutionalization of the reform in the terms proposed by the health change team. In addition, even when
Londofio and his team had some discussions with the new team to be in government, it was less a matter
of creating consensus around the secondary law formulation, but more to give them general information
about the process. At the end, the team was as isolated as possible and the process became very difficult.

Summing up, there was a moment when the change team wanted to convince the people who would
be in power after them and they tried to communicate the reform as a strategy for its viability. However
they aways retained the power over what could be shared and what could not. This situation always
generated conflict. In addition, at the end of the secondary law formulation process, and probably due to
its speed, the team became isolated also from other institutions within the government that wanted to be
part of the process such as the DNP and the Presidential Office for Social Development.

Finaly, to try to ingtit utionalize the reform, Juan Luis Londofio asked some of the change team
members, particularly Nelcy Paredes and Besatriz Londofio, to stay after he left office and to be advisors
to the new Minister. However with the arrival of the new government, the team assuch ended, and even
more important, their direct support from the Minister, the President, and the economic team disappeared.
With the exception of most of the Gomez period, Paredes stayed at the Ministry until 1998. Beatriz
Londofio left soon after because of problems with Gémez and she became the Health secretary for Bogota
where she replicated the change team strategy and began the institutionalization of the process. Because
of the local autonomy districts have under the decentralization policy, she was able to start the reform
even without the support of Alonso Gomez as Hedlth Minister.

As Bogoté's Health secretary, she was able to further the reform process at the loca level. Budgetary
resource allocations for health increased 4.5 times between 1990 and 1996 (without considering resources
stemming from FOSY GA nor from the Cgjas de Compensacion), and the district resource alocations for
health were also doubled. Public hospitals were able to increase their revenues from contracts by 8.8
times. The district adopted a primary health care program that was to be replicated by the Ministry of
Hedlth for other regions. Inter -institutional relations were strengthened, resulting in health and sanitation
control programs that freed hospital funds and efforts previously assigned to these responsibilities. There
was a'so significant progress made in the process of decentralization and greater hospital autonomy:
Hospital boards were organized with the participation

8 Londofio was given signals that Galan was going to be appointed Health Mnister if Samper was President,
and he worked hard to convince him of the benefits of the reform.
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of consumers, and a system of civil service (or administrative career) was also put in practice within

them. However, the formal conversion of these public hospitals into State Socia Enterprises was blocked
in local Congress at the instance of unions. Finally, one of the most visible results of the reform in Bogota
was the fast registration and incorporation of the poorest to social security, the creation of 19 ESSs, and
the creation of the territorial council for the health component of socia security.

GENERAL STRATEGIES TOWARDS THE REFORM

In addition to the particular strategies used during the legidation and secondary law formulation
process, the change team developed others that were more general. The most important one, as stated
previoudy, was that the health reform was part of a comprehensive package of socia security reform.
This condition facilitated the political discussions in Congress during the formulation stages. However
there were other decisions that were equally important.

During the whole process, but particularly before and during the legidation, the team tried to have
contact with every visible figure affected by or interested in the health reform. This was an important
strategy, but it was not a consensus-building strategy as such. They listened to many people and many
groups, and they learned from some of them, but they did not intended to develop a proposal with them.
Having said that, it is also important to point out that the team was able to develop a hedlth reform project
that was politically feasible, being aware of the tensions around the reform between those in favor of a
Chilean model and those defending the role of the State. To a certain extend they were able to develop a
proposa in the center, with solidarity mechanisms and instruments to try to avoid segmentation.
Nevertheless, groups in favor of the state monopoly and against competition, still saw them as a neo-
liberal team.

The change team decided, that in order to pass the law through Congress, it was necessary to make it
as general as possible, to diminish negotiation. This strategy, that proved useful during the legidation, left
important room to maneuver during the secondary law formulation stage. The change team took
advantage of that condition, defining broad aspects of the law reform by decree. However, the same space
has been open for other governments in charge of developing the implementation, and they have used it
according to their own principles that, particularly at the beginning of the Samper administration, were
contrary to those of the origina change team.

The change team a so decided that the best strategy to reform the health sector was through the
definition of new actors and resources within the system; not with the radical transformation of the old
actors of the system such asthe ISS. The new actors and resources were expected to stimulate the
transformation of the old actors and resources in arelatively short period of time. Thisis the reason why
the health change team chose to give priority to the development of the new components of the system
during the development of the reform, rather than the establishment of clearer guide lines for the
implementation of the reform and the transformation of the old system. This decision, even when it
generated significant new resources and interest groups who have been instrumenta in achieving the
results of the reform, has not have the expected results. The old actors have not been modified as expected
and as described in the annex “Policy Tracer” of this work, most of the important results of the reform
are explained by the dynamic of the new actors and ingtitutions within the system. This process of slow
transformation, has also been the source of increasing costs in the sector.

Another strategy used by them, was based on a phrase Juan Luis Londofio used often: “the best isthe
enemy of the good.”®® The team was eager to take risks in spite of their their costs because tridl

% Which could be interpreted as the saying “go for broke.”
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and error or pilot experiences were not considered a possibility. They thought that in making Political
decisions, the optimum was not always possible. And thisis reflected for instance in the fact that some
people underestimated the complexity of the reform and its technical demands, while others, like Juan
Luis Londofio, understood them but thought it was important to try to go as far as possible with the

reform to guarantee the reform survival. (Interview, October 7, 1998). This decision can be explained by
the lack of time to do something incremental, but also because there was a conviction that in order to have
any effect on health policy, it was necessary to go as far as possible with the proposal.

Londofio made important efforts to ingtitutiondize the reform within the Ministry of Health. In
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December 1992 as aresult of a more encompassing program of institutional reform within the state, the
Ministry and the Superintendence were reformed. Juan Luis Londofio seized the opportunity and changed
most of the directors at the Ministry of Health, appointing people who believed in the reform. They were
young, highly trained, and believed in change. Even when they were not directly involved with the hedlth
reform as such, they were key actorsin trying to put the reform in practice. This strategy proved to be
important because some of them stayed at the Ministry after the change of government and others who
left, still played key roles in the health sector, working now in Foundations, NGOs, or health policy at the
locd level.

Those decisions were complemented with an impressive communication campaign, through T.V,
radio, and other mass media. However, the communication strategy did not focus on the reform itself, but
in public hedlth actions with important impact such as AIDS or promotion and prevention. They
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decided to spend a significant amount of money in this campaign, a strategy that was the responsibility of
one of the members of the change team. This Strategy proved to be important, as it put health matters on
the public agenda.

It dso has to be said that during the whole process the team was aware that the most important
resistance to the reform could come from within the Executive — very much as aresult of theinitial policy
debates on socia security reform. Other groups in the Executive had very different reform projects —
notably the groups around the ISS. Thus, the change team sought to neutralize these groups by using an
insulating strategy that avoided discussion and open participation, while seeking to minimize their
influence.

The use of those different strategies is an evidence of the important room the change team had for
maneuver within this particular context. Those strategies explain to an important extent, both the content
of the reform and some of the implementation achievements and obstacles.

CONCLUSIONS

The use of a change team was one strategy used with success in the case of the health reformin
Colombia. This change team was able to achieve results because of the particular strategies they used, but
also because their work was part of alarger state reform and was related to ateam that was dealing with
the economic reforms. Nevertheless, the use of this strategy has had mixed results in dealing with the
implementation process.

There were several key aspects developed by the team. They were able to develop a proposal that
had political feasibility, combining e ements from the extreme positions around the reform, and making it
possible to have a reform formulated and approved by Congress. As aresult, the proposal had both
elements of solidarity and competition. On the other hand, they took advantage of the particular context in
which the health reform was developed. Two main facts exemplified that. First, it was the Congress that
asked for a comprehensive hedlth reform; but once the Executive saw it as an imperative, they were able
to use the health change team to regain leadership of the reform. They also went further than the Congress
expected. Second, the health change team had the ability to participate in the development of Law
60/1993, and through that strategy they came up with solutions to many of the financia difficulties raised
by the reform, particularly for the subsidized regime. Therefore, within the limits of a particular context,
the health change team was able to take decisions that were crucia for the reform.

The group’s legitimacy came from their academic training and their work. The team was a small
group, most of them highly trained and with an international background. For the group the technical
work was the most important one, even when at the end their decisions were aso political. But they saw
themselves as apoalitical. For most of them the main objective and motivation was professiona one but not
necessarily within government. Moreover, their expertise was not only in health or economics, but also in
communications, law, and public administration.

Their ideology was that of the early nineties—in favor of modernization by changing the role of the
state in the socia sectors,; promoting the role of the private sector; increasing efficiency; and using
different mechanism for delivering socia services such as targeting and demand subsidies. The social
sector was seen mainly as an important component of human capital and in that sense a necessary
condition for economic devel opment.

Their work was isolated, and they were not part of the formal structure of the Ministry of Health.
Nevertheless, the strategy of isolation and speed, particularly in the process of decree development,
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even when favorable for the approva and normative development of the reform, was not useful during the
stage of reform implementation, where other political and socia actors who were left outside the process,
came to play an important role in delaying or changing the nature of the reform as discussed in the Policy
Tracer Annex.

The team did not have political support from any specific group within or outside the State. This fact
gave them independence, but also vulnerability. The team existed during the time they had the support of
the President himself and of the economic team within the government. In addition to those vertica
networks, they had to establish horizontal and across society networks, to achieve their goals.

The team’ s composition, networks, and strategies changed according to the stage of the reform.
During the stage of formulation and legidation they had contact with many different groups involved in
the reform. However, during the secondary law formulation process they became very isolated. This
isolation was, in part, the result of the lack of time, but also of a strategy for retaining control over the
reform. Even though this strategy enabled them to devel op a significant volume of decrees and to
establish the basis for the development of the new actors of the reform, it was aso a source of many
conflicts at the beginning of the implementation process (that was the responsibility of another team).

The hedth change team took two crucia decisions during the reform that have had mixed results
during the implementation process. First, they decided to go for a Law with general principles that could
subsequently be further developed by the Executive. This strategy made gaining approval for the Law less
difficult and provided enormous flexibility during the process in which the health change team
promulgated its decree. Nevertheless, this space has also been used against the principles of the change
team reformers by the following administrations that have had the same room for maneuver. Secondly,
they decided to give priority to the development of the new actors within the system, instead of the direct
transformation of the old ones because the latter was very difficult in political terms. The change team
thought that new actors and resources would stimulate the transformation of the old ones; however, the
results of this strategy have not been as expected. Even when in the short term it was a successful strategy
to secure the approva of the reform by Law, in the longer term the old actors and the old resources have
not been transformed as expected.

The team tried to ingtitutionalize their work through different strategies. The legal strategy was very
important and was materialized in the approval of the Law 100 and its regulatory package development.
They dso attempted to change the people as well as the structure of the Ministry of Health and to
establishing network links between the team and the people working there. They tried to convince the
group that was going to replace them in power of the benefits of the reform and leaving some of its
members within the new team. These actions were complemented with the approval of loans with the
World Bank and the IDB and with an international network in favor of the reform that included the best
people working in health at the time.

It remains to be seen, however, if these decisions will prove sustainable and provide long-term
benefits during the implementation process, which is still ongoing.
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ANNEX I. POLICY TRACER: REFORM IMPLEMENTATION (1995-97)

INTRODUCTION

This research has described the process of health reform in Colombia during the nineties, which has
been one of the most radical reforms in socia policy in the country and the most important one in health
during the last decades. The context of the reform was described: it was developed in a moment of State
reform and was accompanied by political changes, particularly during the ANC. Thus, this was a context
of significant change, but not one of profound crisis in the health sector.

A key role was played by a change team that—within limits—was able to maneuver and defineto a
certain extent the content of the reform. This team was mainly a technocratic one, and worked at the
Ministry of Health. However, at the same time it managed to build support from the President and the
economic team in government and it was able to be relatively isolated from interest groups.

The principles of the reform were defined in the 1991 Constitution and the reform was developed in
Law 100, 1993 and the Executive decrees that followed. However its implementation began in 1995,
under a different Government than the one that was in charge of the definition of the problem and
formulation of the reform. It is the implementation that can indicate how far the reform has gonein
practice. Thisisthe precise goal of this annex: to evauate the reform, in terms of its objectives.

According to the national Congtitution, the main principles of the reform are universality, solidarity,
and efficiency. Law 100 added the following characteristics: equity; compulsory affiliation with social
security; integrated health services (promotion, prevention, diagnosis, treatment, and rehabilitation); free
choice of EPS and IPS; autonomy of health institutions; administrative decentralization; participation; and
consensus building through national and regional councilsin socia security; and improvementsin
qudlity. Therefore, it isin relationship with the three main principles of the reform and its strategies of
compulsory affiliation to socia security, equity, and regulated competition, that the evauation of the
implementation process will be done in this annex.

This evaluation, for each of the three objectives, describes the main results for the two regimes of the
new system: the contributory regime and the subsidized regime. Each has had a different outcome, and
each seems to answer to adifferent logic and incentives. The subsidized regime is the most important one
in terms of social policy, for itsimpact on reducing poverty and inequity. It is the regime defined for the
poor. However, it has more difficulties because its operation within the reform implies greater
transformations of old actors than is the case with the contributory regime.

Although the Law was approved in December 1993, implementation only began in 1995, as
established by the Law. The evaluation covers the period 1995%° to 1997°°. Because the reform is recent
and there is not enough information available, this evaluation is preliminary and covers a reform process
that is not yet consolidated. Nevertheless, there are clear trends that can be analyzed. The main sources of
information for this evaluation were primary and secondary ones, available from public institutions and
technical analysts.

Even when there have been significant transformations as a result of the reform, the process of
implementation has been more difficult than expected. This has resulted from the complex design,
probably because of insufficient attention to the implementation process during the definition of the

¥ The implementation process started in1995 as established by the Law 100, 1993. The prior year, 1994, was

a period of preparation for the changes to come.

% Data for 1998 were not available at the time this report was written.
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reform process. There has a so been resistance both outside and inside government toward the changes. In
spite of many difficulties, there are a'so signs of important progress such as increasesin coverage,
resources, and institutional development.

To describe the main results of the reform, this annex is organized as follows. First, it describes the
results of the reform in terms of affiliation to the health social security system. Thisis followed by a
description of the important institutional changes and an account the amount and use of the new resources
alocated to hedlth. This description is done for both the subsidized and the contributory regime. The
analysis then focuses on the main obstacles of the reform, which can be understood as the result of an
incomplete process of trangition. This situation is reflected mainly in the lack of transformation of supply
subsidies into demand subsidies; the difficulties for public hospitals to change; the resistance of hedlth
workers towards the reform and also the problems of information, regulation, and administration. Then
there is an assessment of the reform in terms of its main principles which are universal coverage,
efficiency, and solidarity, bearing in mind other principles introduced by the Law such as integrity of
care, quality and regulated competition. Finally, there are some concluding remarks.

MAIN RESULTSOF THE REFORM

AFFILIATION WITH SOCIAL SECURITY FOR HEALTH

Compulsory affiliation with social security isthe main strategy of the reform to increase coverage.
The stated goal is to make it universal by the year 2001.°" It is precisdy in this areawhere the main
achievements of the reform have taken place.

Affiliation with the health component of the social security system has increased dramatically after
the reform. Whilein 1993, 20.6% of the total population was affiliated with social security, by December
1997 affiliation was almost three times as much: 22 million people were covered, which represented 53%
of the population. Of the total number of affiliates, 14,901,303 belonged to the contributory regime (68%)
and 7,026,690 to the subsidized regime (32%). For the latter, that represents 47% of the poor. Without
doubt, this has been a positive result of the reform.

ANNEX | - DIAGRAM 1

HEALTH COMPONENT OF SOCIAL SECURITY COVERAGE
YEAR % OF TOTAL RATE OF GROWTH
POPULATION
1991 20.6%
1993 26.8% 30.1%
1997 53.0% 97.8%

Source: Fedesarrollo, based on Ministry Of Health

% | aw 100, 1993
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ANNEX | —DIAGRAM 2
AFFILIATION WITH SOCIAL SECURITY IN HEALTH 1997
DEPARTMENTAL DISTRIBUTION

DEPARTMENT SuBsSIDIZED REGIME ToTAL ToTAL COVERAGE OF
CONTRIBUTIV AFFILIATION | POPULATION TOTAL
E POPULATION
REGIME
AFFILIATES
AFFILIATES COVERAGE
PoPuLATION OF
WITH POPULATION
NBI (1) wiTH NBI(2)

AMAZONAS 8,449 10,217 10,718 95.3% 18,666 60,251 31.0%
ANTIOQUIA 2,618,847 1,014,787 1,640,098 | 61.9% 3,633,634 5,243,906 69.3%
ARAUCA 25,592 31,949 108,447 29.5% 57,541 206,151 27.9%
ATLANTICO 774,866 220,888 627,686 35.2% 995,754 1,984,910 50.2%
SANTAFE DE 4,050,768 910,474 1,044,832 |87.1% 4,961,242 6,004,782 82.6%
BoGoTA

BoLivAaRr 196,539 290,636 1,274,688 | 22.8% 487,175 1,843,630 26.4%
BoyAcA 234,693 385,650 523,490 73.7% 620,343 1,351,829 45.9%
CALDAS 321,025 144,798 292,688 49.5% 465,823 1,084,081 43.0%
CAQUETA 72,629 58,701 232,184 25.3% 131,330 396,537 33.1%
CASANARE 57,466 80,886 116,038 69.7% 138,352 226,896 61.0%
Cauca 221,098 275,878 611,614 45.1% 496,976 1,197,874 41.5%
CESAR 110,753 220,853 482,227 45.8% 331,606 873,044 38.0%
CHoco 29,118 93,094 332,898 28.0% 122,212 409,599 29.8%
CORDOBA 163,084 160,019 889,849 18.0% 323,103 1,353,922 23.9%
CUNDINAMARCA | 584,510 464,637 690,745 67.3% 1,049,147 1,975,564 53.1%
GUAINIA 971 3,311 4,282 31,148 13.7%
GUAJRA 62,475 89,269 255,240 35.0% 151,744 459,326 33.0%
GUAVIARE 4,701 12,911 52,276 24.7% 17,612 110,631 15.9%
HuiLA 216,895 231,531 359,164 64.5% 448,426 894,109 50.2%
MAGDALENA 203,753 140,773 712,826 19.7% 344,526 1,218,836 28.3%
META 253,650 84,260 267,983 31.4% 337,910 659,825 51.2%
NARIRO 162,175 391,944 833,003 47.1% 554,119 1,558,045 35.6%
NORTE DE 276,438 222,845 524,554 42.5% 499,283 1,252,867 39.9%
SANTANDER

PuTtumAYO 16,172 89,492 88,672 100.9% 105,664 273,981 38.6%
QUINDIiO 185,372 69,745 127,419 54.7% 255,117 535,711 47.6%
RISARALDA 447,328 92,738 241,447 38.4% 540,066 905,780 59.6%
SAN ANDRES 26,280 10,543 21,925 48.1% 36,823 65,700 56.0%
SANTANDER 743,095 415,450 601,843 69.0% 1,158,545 1,911,830 60.6%
SUCRE 90,434 136,432 432,901 28.3% 226,866 749,152 30.3%
ToLIMA 286,401 202,607 500,944 40.4% 489,008 1,310,963 37.3%
VALLE 2,042,461 452,571 978,361 46.3% 2,495,032 3,970,302 62.8%
VAUPES 2,078 1,333 3411 26,865 12.7%
VICHADA 15,468 11,709 132.1% 15,468 66,676 23.2%
ToTAL 14,490,116 7,026,690 | 14,938,469 |47.0% 21,516,806 40,214,723 53.5%
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Source: Based Cuartas (1998) and Fedesarrollo (1998)
Notes: (1) Population with unsatisfied basic needs (poverty measure).
(2) It supposes adequated targeting.
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In spite of those important results, the goa of universa affiliation by the year 2001 will not be met.
In the case of the contributory regime, for instance, the reform has been able to expand the affiliation
primarily as aresult of the introduction of the family coverage: 53.1% of the people covered by the
contributory regime were family members of the affiliates who were covered previously. Therefore, even
when the expansion in coverage has been significant, in many cases those benefits have gone to additional
members of the same families, rather than new families. In addition, the reform has failed to incorporate
the self-employed into the system, in spite of having established compulsory affiliation by Law. From the
total of affiliates incorporated into the contributory regime, 87% were dependent workers, 8% pensioners,
and only 5% were independent workers (Ministerio de Salud, 1988).% This demonstrates the difficulty of
incorporating new groups into the system.

Annex | - Diagram 3
Type of Affiliates-
Contributory Regime*

8% 59

@ Pensioners
Independents
0O Employees

87%

*This data do not include the ISS

Another solid achievement of the reform has been its territorial expansion, primarily in the
case of the subsidized regime. Before the reform, social security in health was limited to the
main cities, with low or nonexisting coverage in remote and rural areas. Currently, there is
coverage in every territorial entity, particularly within the subsidized regime, as a result of the
co-funding policy, that in 1997 invested resources in ailmost every one of the 1,050 localities of
the country. In spite of this important progress, there is still concentration in the health social
security system: 62% of the socia security affiliates are in the more developed regions:
Antiogquia, Atlantico, Cundinamarca, Santander, Valle, Bogota, where only 52.4% of the
population lives. The system is particularly concentrated in large urban areas where economies
of scale are important, affiliation efforts are more profitable, and it is easier to establish health
provider networks for the users. The problem of concentration is particularly true for the
contributory regime that has 74% of its affiliates in the more developed areas (Cuartas, 1998).

In spite of the achievements in coverage, the system is vulnerable to the economic performance of
the country. As aresult of the recent crisis on production and employment, affiliation with the
contributory regime decreased 25% between January and June 1998. This situation aso affects the
subsidized regime, because the solidarity account is partially funded with a percentage of the resources of
the contributory regime.

2 This does not take into consideration the ISS.
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INSTITUTIONAL CHANGE

Asa result of the reform there are now new ingtitutions with different interests within the health
sector. Those are basically the EPS in the contributory regime and the ARS in the subsidized regime. In
addition, the existing actors within the sector before Law 100, 1993 have been transformed and the power
relationships have been modified. These changes have affected the reform implementation process.

Contributory Regime

EPS

Without doubt, another important result of the reform has been the dynamic of the EPS that in part
are responsible for the increase in affiliation within the contributory regime. In 1998 there were 30 EPS in
this regime: 10 of them public, 1 mixed, 4 CCF **and 15 private. However, with the exception of the ISS
that covers 63% of the contributory regime, and in spite of their important growth since 1995, none of
them covers more than 6% of the total of enrollees. Therefore, even when the private EPS have had an
important growth in their affiliation that currently represents 4.5 million people, the contributory regime
is till in public hands.*

Therefore, within the contributory regime the ISS is the main EPS. However as discussed in the next
section, it has faced enormous difficulties as a result of the reform. Even though the Ingtitute lost its
monopoly on socia security affiliation, and in spite of the fact that more than 30 EPS have been created
to manage the contributory regime, the ISS still has 63% of the affiliation in this regime and it is the most
important public institution in health. However, this ingtitution has not changed according to the
intentions of reform and it has had problems that can affect the whole system.

% They have origin in para-fiscal resources, but work like private institutions.

4 Besides the ISS and the other EPS, within the contributory regime there are 30 “adapted institution” which

cover 5% of the affiliates. They correspond to social security institutions for public workers that were operating
before the reform. According to the Law 100, they have to be transformed, cannot expand coverage and will survive
only while they attend the workers that were previously affiliated with them.

86



Enhancing the Political Feasibility of Health Reform: The Colombia Case

Annex | - Diagram 4

CONTRIBUTORY REGIME: AFFILIATESBY E.P.S.

E.P.S Type of 1995 1996 1997
E.P.S. Number Participation| Number Participation Number Participation

I.S.S. PuBLIC 7,330,080 86.79% 10,919,873 75.71% 9,255,287 62.11%
RISARALDA PuBLIC 569 0.01% 10,462 0.07% 6,404 0.04%
CAPRECOM PUBLIC - - 243,376 1.63%
CORPORANOMIMAS| PUBLIC - 2,475 0.02% 2,703 0.02%
*
COMVIDA PuBLIC 31,220 0.37% 41,559 0.29% 47,587 0.32%
CAJANAL PUBLIC - 543,950 3.65%
CAPRESOCA PUBLIC - 8,475 0.06% 12,054 0.08%
BARRANQUILLA PuBLIC - 12,808 0.09%
SANA
CALI SALUD PUBLIC - 746 0.01%
|.P.S.DE CALDAS | PUBLIC - 581 0.00%
SELVASALUD PuBLIC - - - -
TOTAL PUBLIC 7,361,869 87.16% 10,982,844 76.15% 10,125,496 67.95%
EPS
COLMENA PRIVATE 220,669 2.61% 345,707 2.40% 271,026 1.82%
SALUD TOTAL PRIVATE 29,244 0.35% 333,814 2.31% 433,821 2.91%
CAFESALUD PRIVATE 73,875 0.87% 218,169 151% 253,273 1.70%
BONSALUD* PRIVATE 117,780 1.39% 121,174 0.84% 41,628 0.28%
SANITAS PRIVATE 69,186 0.82% 107,724 0.75% 118,714 0.80%
UNIMEC PRIVATE 89,932 1.06% 303,112 2.10% 425,923 2.86%
COMPENSAR PRIVATE 62,249 0.74% 154,205 1.07% 206,079 1.38%
COMFENALCO PRIVATE 17,500 0.21% 39,429 0.27% 61,988 0.42%
ANTIOQUIA
SUSALUD PRIVATE 199,701 2.36% 326,092 2.26% 435,859 2.92%
COLSEGUROS PRIVATE 9,098 0.11% 78,071 0.54% 92,395 0.62%
COMPENALCO PRIVATE 11,676 0.14% 58,792 0.41% 118,555 0.80%
VALLE
SALUDCOOP PRIVATE 63,588 0.75% 517,328 3.59% 858,394 5.76%
HUMANA PRIVATE 5,821 0.07% 28,548 0.20% 53,731 0.36%
COLPATRIA PRIVATE 7,814 0.09% 28,288 0.20% 38,247 0.26%
COOMEVA PRIVATE 16,180 0.19% 199,235 1.38% 202,272 1.36%
FAMISANAR PRIVATE 86,588 1.03% 332,079 2.30% 402,105 2.70%
SO.S. PRIVATE 3,230 0.04% 138,432 0.96% 175,089 1.17%
CRUZBLANCA PRIVATE - 105,114 0.73% 233,152 1.56%
SOLSALUD PRIVATE - 5,290 0.04% 10,174 0.07%
METROPOLITANA | PRIVATE - - - -
DE SALUD
TOTAL PRIVATE 1,084,131 12.84% 3,440,603 23.85% 4,432,425 29.75%
EPS
CONDOR MIXED - 643 0.00%
ADJUSTED - 342,739 2.30%
ENTITIES'*
TOTAL 8,446,000 100.00% 14,423,447 100.00% 14,901,303 100.00%
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Source: Cuartas (1998) and Ministerio de Salud (1998)

* In process of liquidation
Notes: ** Entities which cannot increase coverage beyond their current number of affiliates.
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ThelSS

As aresult of the reform, the ingtitution was due to have an administrative change aimed at
improving its role within the new system. With this aim, it was converted into an industrial and
commercial state enterprise with autonomy and contracting rules according to the ones that private firms
have. This was done to allow the institute to compete with private EPS. On the other hand, it was
authorized to become an EPS with national coverage, but with decentralized services and autonomy for its
health provider ingtitutions.

Even when the affiliation and the amount of resources for the 1SS had increased dramatically after
the law, primarily as aresult of the expansion of family coverage and the increase in the payments from
the contributory regime which rose from 6% to 12% of the family income, the Institute did not change as
expected. Through 1998 there had been no separation between the administration of the affiliation and the
provision of services, which was one of the conditions of the Law to promote efficiency. On the other
hand the Benefits Package offered by the ISS contained procedures and interventions that were not
covered by the other EPS. This constituted both an unfair competition strategy with the other EPS and
increased costs for the Institute.

Until the end of 1997 the 1SS was reluctant to enter in the compensation process established for the
contributory regime.*® Recently it seemsthat it is trying to enter, but reporting deficit levels that can not
be covered by the compensation account. The Ingtitute has important financial difficulties. In 1997, the
UPC was established as $207.362, but the average cost of attending a person in the Institute was
$232.091. In addition, until 1998, the ISS refused to introduce co-payment and “moderating quotas’ as
established by the Law. All of these practices constituted unfair competition (probably the ISS wanted to
retain its contributors), but also have contributed to the financial difficulties of the organization (Cuartas,
1998).

Another issue that has an important impact on the ISS's financial problem is the weight of the
overhead costs, which are 26% of the total (the new system expects 15% as the maximum). Thisis
explained mainly by the pay-roll costs of the institute, which are overburdened with the salary benefits of
its employees that are more generous than those stated by law for the average worker *°(Cuartas, 1998).

The transformation of the ingtitution has been a so hindered by political actors, mainly unions, and
problems of political interference basicaly at regional levels. Therefore, even when it is supposed to
behave as a private enterprise, it can not compete under the same conditions.

It isimportant to point out that there has not been massive disaffiliation from the ISS, but on the
contrary, there has been loyalty by its affiliates’” Moreover, aside from the inefficiencies it already had,
many of the problems of the institution are explained by its tremendous growth in terms of affiliates
(particularly as aresult of the extension of family coverage), which grew from 7.3 million enrolleesin
1995, to 9.3 million in 1997. The ISS has advantages like its extensive geographical coverage and reliable
services in secondary and tertiary levels of attention. In addition, it has maintained conditions outside the
law which have implied both unfair competition but also created financia difficulties for the institution.
The increases in coverage might well be a result of the broader package of services

% Every EPS collects the payroll taxes from their affiliates. If the UPC corresponding to those affiliates is

higher than its UPC, the EPS has to transfer those resources to the FOSYGA. If it is lower, the FOSYGA, from the
compensation account, will fund the difference.

% The ISS workers get pensions, which are equal to 100% of the salary earned in the last year of work, which

is usually increased with night shifts and extra time. On the other hand, they have preserved the “retroactividad en las
cesantias”, even though the new labor law abolished this practice.

o Probably this was not a result expected by the reform.
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included in the I SS Benefits Package. There also appears to be alack of information and knowledge about
how to change the system.*®

However, at the same time there seems to have been a migration of groups with higher levels of
income from the ISS to private EPS. Even when the impact in terms of UPC is not important (because it
is not related to income level, but to arisk adjusted premium), it can affect the institute in terms of
number of members by family (which tend to be higher in poorer families) and sickness propensity (that
can be higher among the poor). This pattern is related with a process of segmentation that seemsto be
developing within the system in which some EPS, particularly the private ones, are concentrating their
drive for affiliates on people with higher wages.

The transition for the I SS has been difficult because the institution has resisted many aspects of the
reform. They have delayed the introduction of key aspects such as the definition of the Benefits Package
content, the co-payment measures, the compensation mechanisms, and the separation of funding and
provision of health services. Until 1998 the Institution had not even revised its data and management
systems to separate payroll-based contributions for pensions and for health care. Administrative and
financia problems, the unions, political will of the director under the Samper government, and the
patronage practices within the Ingtitution, had made the transformation extremely difficult. If this
institution, which is the most important one within the contributory regime, has changed but not
according to the principles of the reform, to what extent can we say that the reform operated within the
contributory regime?

Subsidized Regime

The Institutions

Within the subsidized regime, institutional growth and transformation has been important as well. At
the end of 1997 there were 205 ARS working in almost every municipdity and affiliating 7 million poor.
Of the total number of ARS, 19 are EPS, 27 CCF, and 159 “empresas solidarias de salud’ (ESS). The
institutional diversity within the system is very important.

In spite of thisimportant dynamic and the affiliation levels they have achieved, those intitutions
present more problems than the ingtitutions that manage the contributory regime for the better off. The
most important difficulty isfinancial viability due to the small number of affiliatesin many of them and
their low levels of capital. This situation can lead to problems with the risk distribution probability and
can result in the lack of financial stability and therefore non-fulfillment with the Benefits Package
services provision. A casein point (but not the only one) isthe ESS, which are very important in the
affiliation of the poorest, particularly in remote regions.” In spite of their advantages, their size can be a
problem for their sustainability and they can not provide adequate servicesin the case of sicknesses
requiring high cost treatment (DNP, 1999).

On the other hand, some resources of the subsidized regime are being diverted through the &ffiliation
of non-poor people. In addition, there is not enough information for the users who in turn do not demand
services. Therefore, the resources do not flow to the health provider ingtitutions. This situation has
contributed to worsen the financia difficulties of the IPS. Finally, most of those ARS are not
accomplishing all their functions. For instance they are not promoting health and preventing

% However, problems in quality and opportunity of services, more information, and the prohibition in 1998 of
affiliating more people until the institution can resolve its crisis, seem to be producing disaffiliation from the ISS and
favoring the growth of other EPS in terms of the number of affiliates.

# This program was the one Gaviria’s government wanted to promote instead of the reform. In this case the
affiliation with the health system is done through an ESS. This is a community organization that can manage
resources like any ARS.
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sicknesses. Therefore, for some actors of the system, they are seen as resources intermediaries, and this
has generated resistance towards the health reform in the subsidized regime, particularly from providers,
health sector workers, and local authorities (DNP, 1999).

Decentralization Process.

Within the subsidized regime, local and departmental governments have been key actorsin the
implementation of the health reform, due to the decentralized framework established in Law 60 within
which Law 100 has to operate. The new subsidized regime is defined by both Law 100, 1993 (Socid
Security Reform), which gives priority to the principle of demand subsidies, and Law 60, 1993
(Decentraization Reform), which emphasizes supply subsidies for the heath sector. Those contradictions
are at the source of many problems for the subsidized regime, particularly at the local level, and within
different levels of territoria authority. They have aso contributed to the difficulties in implementing the
health reform particularly in the case of the subsidized regime and at the loca level. Those problems have
not been faced by the contributory regime, which answers to different incentives, mainly those established
in the Health Reform legidation (DNP, 1999).

In genera, the system seems to be working better in large cities and in some medium-sized cities
where public services and competition from private providers are stronger than in small rural areas. On
the other hand, within this regime there is also great complexity in the alocation of resources because
they come from different sources (municipalities and departments), and there are many actors with
different interests. This generates confusion and contributes to the avoidance of responsibilities and
conflict among actors.

Beyond that, particularly at the beginning of the reform implementation process, there were changes
in the direction the subsidized regime was taking, which created confusion at the loca level and
reinforced resistance to the reform. This regime was the one most affected during the process of
transition. The difficult transition from supply to demand subsidies has also affected this regime, as
explained below.

Transition of the Old Actors and Public Hospitals.

Within the reform, the transformation of the old institutions and the historical use of resources
proved to be far more difficult than the operation of the new actors and the use of new resources. The
inertia and resistance to change of the old actors have posed formidable obstacles.

Within the contributory regime, the ISS and the institutions providing health services for public
workers had a period of two years to change according to the new system. However, their change has not
been satisfactory as was shown in the case of the ISS. In addition, those institutions in some cases
continue providing different POS, do not charge the established contribution, have been reluctant to
introduce co-payments, and have moderated quotas.

The inefficiency of public hospitals was one of the main reasons for the reform, but it has proven to
be one of the main obstacles for the transformation as well. The transition of many health providers,
particularly public hospitals, into autonomous enterprises, has either been difficult, or has not been
possible at al in some cases. Within the reform, public hospitals have to be self-financed: funding will
depend on costs of services provided, not on up-front budgets. They aso have to be more efficient. Thisis
akey component of the reform, and a pre-requisite for the transformation of supply subsidiesinto demand
subsidies. Until this transition is complete, it will be difficult to liberate enough resources from supply
subsidies to pay for the demand subsidies. Therefore, the expansion of coverage within the subsidized
regime is at risk because the new resources for each sector have already been
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exhausted, and the increases in coverage depend upon the transformation in the use of those existing
resources.

For the trangition period it was decided to continue providing hospitals with budgets for several
years but on a declining basis, while phasing in the system of filing claims for reimbursement for patients
treated. However, this temporary mechanism, does not seem to be disappearing as soon as expected by
the reform. During the beginning of the implementation process those ingtitutions received both supply
and demand subsidies, sending the wrong signals and incentives for the transformation as they
accumulated more resources than ever before. This money was allocated without increasing coverage in
the subsidized regime or improving efficiency.

In spite of some progress, in genera public hospitals have found the new arrangements difficult and
confusing. Private hospitals that provide 40% of the servicesin large cities, on the other hand, are better
organized.

However, the problem of the trangition is not explained only by inefficient hospitals. Those hospitals
have other inflexibility for the transformation such as the human resources management rigidity (some
people can not be removed); outside definition of wages and patronage interference. In addition to that,
because the demand for services within the subsidized regime is low, the resources do not flow from the
ARS to the hospitals as expected. To sum up, they have to cover the “vinculados’ and health
interventions within the subsidized regime not covered by the POS'S. Delays on the transition are also
explained by confusion, particularly at local level and contradictory development of the Law.

In spite of the problems, some progress has been made and some public hospitals have been
transformed into State Socia Enterprises: this has been the case of 35% of IPS at the first level and 74%
of IPSinlevelsIl and Il (Paredes and Plazas, 1998). Moreover, while in 1994 91% of the public
hospitals had self-funding levels of less than 40%, in 1996 this percentage was 72%. However 50% of
public hospitals can not fund 50% of their expenditures and thisis particularly true when they cover
interventions with high levels of complexity and in the case of the public hospitals of the poorest regions.

In the case of health providers there aso seemsto be a process of segmentation which does not favor
public health providers. The private |PS are concentrating on interventions with low levels of complexity,
while public hospitals have been speciadizing in interventions with high levels of complexity, high costs,
and low demand.

To conclude, the prolongation of the transition period has become an obstacle for achieving the
reform’ s objectives of universal and integral coverage due to tangible bottlenecks. Among those are the
lacks of resources to increase the affiliation and the interventions covered by the subsidized regime.

Other Institutional Requirements

In spite of the important institutional development that has happened as a result of the reform, the
implementation of the law has encountered important institutional obstacles. During the beginning of the
implementation process, the Ministry of Health authorized territorial authorities to manage, finance, and
provide the services of the subsidized regime. This ran against the logic of the reform of separating
functions (funding, affiliation, and attention) and aso eliminated competition and the demand subsidy
dlocation principle. In addition, there has been the absence of areliable and unified information system
on affiliation, funding, and costs, which can support the hedlth reform.

There are iother nstitutional problems as well, primarily in the Health Superintendency and the
Ministry of Health. In spite of the Law, efforts to establish a strong Superintendency and to adapt the
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MOH to the reform, have not been enough. The reform has imposed important demands on them, but they
have not been able to respond as they should because they are weak ingtitutions, with high turn over rates,
occasional corruption, and bureaucratic resistance.

Another institution developed by the Law was the CNSSS. Even when it initially played a passive
role dueto its lack of technical capacity and its limited advisory role, it has gradually became stronger
and is beginning to play an important role within the reform. In addition, and as aresult to aruling by the
Condtitutional Court, their decisions now have autonomy, which has given them more power. However,
the CNSSSis il dominated by the MOH, and some actors within the health system do not feel
effectively represented.

Human Resources

Many doctors and health workers are unhappy with the system. They complain about their incomes,
but different studies do not confirm that fact.!®® Doctors are concerned about the income of their
profession, but research suggests that this has not been areal problem. On the contrary, the general
practitioner has seen hisher salary increase. There do seem to be some problems, but basically they can
be explained as a result of the growing number of health professionals that are being graduated by the
education system, and the fact that most of them want to work in the same aress.

It is also important to point out that as a result of the Law, which calls for equilibrating public sector
health workers salaries with those of other public sector workers, the health workers salaries have had
annual increments of 5% above inflation between 1995 and 1998, while for the rest of the workers the
increases have been tied to the inflation rates. This Situation has benefited the workers but has also
generated financial difficulties for the government. Among specialists, there is agreement on the fact that
those increases in wages have absorbed funds which might have been used in helping public hospitalsto
strengthen their data systems and administrative capacity, thus furthering the reform. Even more, public
hospitals and public IPS can not compete with other providers in the same conditions, due to the high
wages of unionized workers.

But the doctors dissatisfaction seems to be related to their loss of control to non-medica personnel
and organizations. The reform introduced many changes in the organization of human resources and has
transformed their work and power relationships, particularly with the introduction of intermediaries
between doctors and patients—i.e., the EPS—and the necessity to introduce efficiency and competition
criteria. This has led to importart resistance by the health workers who did not feel adequately consulted
during the Law’ s discussion, even when the main heads of their representative bodies were consulted.

As aresult of the health reform implementation, doctors associations, that were traditionally been
fragmented, and that did not have much power during the discussion of the reform, are now merging and
becoming active actors.

THE SYSTEM'S RESOURCES
As aresult of the health reform, new resources for the sector were defined, particularly through sub-

national levels. Thiswas reinforced with Law 60 1993. On the other hand, the reform changed (or should
have changed) the alocation of existing resources.

% The Foundation Corona has made studies in this area and there was also a study sponsored by the doctors’

association that found little change for most categories of practitioners and sharp increases for others. Other analysts
point out that a high proportion of the new resources has been channelled into salaries and wages.
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Annex | - Diagram 5
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Source: Fedesarrollo, based on Ministry of Health
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According to Fedesarrollo (1998) public expenditure in health has increased in a significant manner.
While during the eighties health expenditure was around 1.2% of GDP, since 1993 the resources have
increased. Between 1993 and 1996 the resources for health grew 21.1% yearly and in 1996 they were
2.41% of GDP. Currently Colombiais a country that spends more than the average for countries with the
same level of resources. It is not possible to maintain this level of growth in spite of the fact that coverage
is not yet satisfactory. Thisis a bottleneck because the expansion of coverage has to be done with more
efficient use of the existing resources and finishing the transition from supply to demand subsidies to
eliminate the double allocation of resources. This transition requires the transformation of old actors and
resources within the system—one of the greatest obstacles in the implementation of the reform.

One of the mechanisms to analyze the resources of the system is through the study of the FOSY GA
accounts. FOSY GA is avery important financial instrument, particularly for solidarity and compensation
within the system. It functions as an account of the Ministry of Health managed by afiduciary and the
CNSSS determines the utilization and distribution of resources. It has four accounts. compensation within
the contributory regime; health promotion; interventions in health as aresult of catastrophic events, transit
accidents and emergencies; and the solidarity account.

According to Cuartas (1998), in spite of evasion and avoidance, the FOSY GA resources are 0.7% of
the PIB. Even though the resources of the FOSY GA have increased dramatically between 1995 and 1997,
there are still problems in accomplishing the reform objectives, particularly with the subsidized regime.
The expenditure of resources from this account has been lower than its resources permit; the main reason
has been fiscal policy. The government has established annual expenditure plans that have prevented the
FOSY GA from spending the total amount of resources they are collecting. In 1996, for example, the
FOSY GA spent only 88% of the authorized resources and in 1997, even less (78%). In terms of the
resources collected, its expenditure has been only 65% of the resources. On the other hand since 1998
there seems to be a problem of inadequate resources to meet the demands of the system.

94



Annex | Policy Tracer: ReformImplementation

1. Contributory Regime

The contributory regime is funded with a pay-roll tax on family added income. As aresult of the
reform, this contribution increased from 6% to 12% of the family income. This was done to expand
coverage in socid security from the affiliate to his’her family and to provide an integral package of
services.'®* The contributory regime should achieve equilibrium with those resources that are intended to
cover the Benefits Package of its affiliates and their families.

One of the main problems with the resources for this regime is evasion: of which there are two types.
One type of problem iswhen a person who has to enroll in the contributory regime does not do it at dl;
the other is when he does enroll, but with a reported income lower than his real one. This situation is
present particularly among independent workers. According to the ECV (1997); the main reason for the
absence of affiliation was the lack of resources (48.9%). However, there are significant numbers of people
who have private health insurance, and do not belong to the contributory regime even when itis an
obligation. This group in general is comprised of people who have high income. In some cases the
employers are asking their workers to affiliated with the subsidized regime, thereby evading their
responsibilitiesin socia security terms (DNP, 1999). This problem is reinforced by the non-existence of
adequate information within the system that could help provide better controls.

In the case of the contributory regime it isimportant to anayze the behavior of the compensation
account within the FOSY GA. Every EPS collects the contribution from its affiliates, but what they
actualy have the right to receive from each of them and his/her family is the UPC, which can be higher or
lower than what is collected. If an EPS has surplus between what it has collected and its UPCs, it sends it
to the compensation account that redistributes them to EPS with deficits to help them finance their UPCs.
Until 1997 the compensation account had surplus. However, it is aso the case that up to this point, the
ISS (that represented 63% of the contributory regime) had not wanted to be part of that system. It seems
that recently the ISS does want to get into the compensation system and if this happens, the account will
run a deficit because the ISS is reporting significant differences between what it has collected for the
contributory regime and the UPCs of its affiliates. This is probably due to the lower average wages and
the greater family size of its affiliates in comparison with the overall averagesin the system. It isalso
relevant to point out that since 1998, the income of the compensation account has decreased as a result of
the rise in unemployment levels and the problems of evasion described before (for instance the average
wage per contribution has decreased). This situation has affected the collection of resources from pay-rall
taxes for the contributory regime. This situation also has affected the solidarity account, which receives 1
point out of the 12 points collected in the contributory regime. This account has an important weight in
the funding of the subsidized regime (Cuartas, 1998).

% However, this new tax on wages also has had an important effect on production costs. In the case of

employees, the contribution is paid 2/3 by the employer, 1/3 by the employee. In the case of independent workers,
they have to pay the totality of the contribution. In addition, the social security reform increased the contribution for
pensions from 7 to 13 points, paid in the same way by employers and employees. Finally, employers have to pay 4
points to the CCF, 3 points to ICBF, and 2 points to SENA.
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Subsidized Regime

The subsidized regime has different sources of funding than the contributory regime, including the
solidarity account of the FOSY GA, which collects 1 point of the contributory regime and should have a
matching amount from the national budget; resources steaming from the CCF, Cusiana and Cupiaga; and
socia IVA. Those resources are sent to territorial authorities to co-fund the subsidized regime in their
territories where they are matched with other resources coming basically from situado fiscal, municipa
participation, and own-generated resources (i.e. local taxes).

In relation to the contributions of the National Budget to the subsidized regime, it isimportant to
point out that during 1995 and 1996 the resources were not allocated as established by Law 100. In 1996,
Law 344 (a Law promoted by the Finance Ministry to improve fiscal efficiency) diminished the resources
that central government had to allocate for that regime. Those resources, from being at least the same
amount as the point collected in the contributory regime, were reduced to %4 point or less of the
percentage collected. In real terms, the new law reduced by 75%, the State’' s commitment in co-funding
the subsidized regime.*® This situation was accompanied by fiscal problems at the central level, but also
by the excess of resources for the reform at the beginning of the implementation process, that were not
being efficiently spent.'*

While the Law establishes that the CF should invest in the subsidized regime, they had made use of
an article permitting them to directly provide the services of the subsidized regime without having to
transfer resources to the FOSY GA. Therefore, the FOSY GA has not received the expected resources from
those ingtitutions; instead, the CCF have been able to be part of the system but retaining control over its
resources.

It isimportant to point out that resources for the subsidized regime have been allocated as supply
subsidies to public hospitals, particularly in violent regions. This has had to be done to cover
interventions, which are not included in the POSS, and to pay for the attention of the “vinculados.” In
addition, and as aresult of the deficit in public hospitals, resources for the subsidized regime have been
alocated to them. Therefore, as aresult of policy and political pressures, resources that should go to the
subsidized regime and be distributed in accord with the demand subsidy principles, have been diverted to
supply subsidies. This situation maintains the old health system and goes against the implementation of
the health reform.

The problems of evasion and “avoidance” in the contributory regime also affect the subsidized
regime, because one point of the contributory regime goes to funding the subsidized one. In addition to
those problems, resources do not flow easily, which contributes to the creation of financia difficulties,
particularly for the IPS. This situation is present both at the national level when resources have to pass
from the FOSY GA to the loca funds for health and at regiond levels where some mgjors and ARS do not
use them fast enough. When the ARS do not receive the resources on time they can not pay the IPS as fast
as they should.

192 At the same time that Law made compulsory the contract of 40% of the ESS with public hospitals without

considering its efficiency and quality.

198 This situation originated in various facts. First, the Law established that the collection of new resources for

the system should begin before the implementation of the reform. This situation, together with the slow start of the
subsidized regime and the coexistence of both demand and supply subsidies at the beginning of the reform,
contributed to the feeling of an excess of resources for the system. However this situation was only temporary.
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Resources at L ocal Level

Within the subsidized regime, there have been important increases in resources at the local level. In
many municipalities health now accounts for 30% of the budget when it used to be 10%. Law 60 and Law
100 have guaranteed important new resources for health and also decentralization mechanisms. Between
1993 and 1996 the resources for health transferred from central government to territoria authorities have
increased from 0.6% of the PIB to 1.2%. This represents 53% of the sector resources. With those
resources, there has been important progress in affiliation.

This has given health anew political dimension at the local level and it seems that this Situation has
been related to patronage: for instance, the carnets identifying their holders as digible for free or almost
free service at hospitals are supposed to be distributed according to living standards. However, there are
cases where the mgjor or local council distributes them in exchange for votes.

There are anumber of problemsthat can affect the expansion of the subsidized regime. According
to Duarte (1997), the main ones are:

m Thediversity and complexity of funding sources. In some cases the same sources have different
objectives (e.g.: the “situado fiscal” has to fund the subsidized regime, the PAB, and public hospitals).
On the other hand some objectives are funded by different sources (for instance the subsidized regime
which is funded by the national budget, FOSY GA, and local resources) In addition to the difficulties
of administering those resources, the law does not specify at what level or which agency should
concentrate them. This situation has led to administration problems, conflict within territoria levels,
and in some cases overlapping of funding or no funding at al of some activities.

m The criteriafor alocation of resources do not follow the health sector requirements. The objectives of
resource alocation are redistribution, increasing the fiscal effort, and increasing coverage in health.
But the same instruments are used for &l these objectives and this has created inefficiency in the
allocation of resources.

m Thereisconfusion over competencies and responsibilities by territorid level. Thisis particularly true
for the PAB and hospitals. While Law 100 establishes demand subsidies to fund hospitals; Law 60
gives that responsibility to departments and municipalities according to supply subsidies.

m For the subsidized regime there is not an instance with a clear delineation of responsibility, rather
many institutions are involved. This situation has aso contributed to the difficulties in the
implementation of the subsidized regime.

There are problems of transition from supply to demand subsidies. This situation has resulted in the
existence of overlapping resources for the sector without an equal degree of improvement in health access
and conditions (Duarte, 1997). For instance, at least at the beginning of the implementation process,
public hospitals were receiving resources both according to demand and supply subsidies without
increasing coverage as aresult of the transformation of supply subsidies into demand subsidies. Within
three years, from 1995 to 1998, Law 60 and 100 multiplied by three times the fiscal resources for public
health and the subsidized regime. However, it seems that these resources were not used efficiently
enough, (particularly at the beginning of the implementation process) and the coverage has not increased
as expected. According to Jaramillo (1997) part of these resources never |eft the national budget, another
part was used for “equilibrating wages,” or was used in other socia sectors. The alocation of fresh
resources to wage increases was particularly acute during the transition period. As fresh resources started
accumulating at the national and sub-nationa levels due to the reform, unions and doctors took advantage
of the situation to demand increases in wages without any improvement in health provision. '

1% According to Jaramillo (1997), 3 million people could have been covered with those wage increases.
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At the local level, one of the key problems with the resources is that even when they reached
important levels, this situation did not go together with the decrease in supply subsidies. This generated a
temporary increase in the amount of resources for hospitals that in some cases contributed to inflationof
the services, higher wages, hiring new staff, and even corruption. The health services improved
somewhat, but not as much as expected with the amount of new resources the system received. Case
studies in the region of Antioquia suggest that income and expenditure have grown more than services,
which reflects a decrease in productivity within the system (Restrepo, 1998).

The subsidized regime includes new resources and reorientation of old ones. However, the
achievements in affiliation until 1997 are explained primarily by new resources for the contributory
regime from the solidarity account, new resources from the “ingresos corrientes municipales,” and the
“situado fiscal.” Nevertheless, the resources of this regime have had pressure from hospital deficits, in
part explained by the wage compensation established in the Law and implemented at the beginning of the
Samper Government, by the attention of the “vinculados,” and the attention of interventions which are not
yet included in the POS S. Therefore, there has not been transformation of resources as expected.

In relation to resources, it can be concluded that without doubt the health sector has increased
dramatically its resources both at national and local level. Parafisca resources have aso increased to
finance the contributory regime. In spite of those important changes, the impact in coverage has not been
as spectacular asthe rise in the resources. This has led to inefficiency, higher costs, and even corruption.
In addition, most of the new affiliations have been made with the newly allocated resources, but the
change in the dlocation of previoudly existing resources has proved harder than expected. Thisisa
critical condition of the reform, particularly now that the expansion of additional coverage to achieve
universal affiliation has to be done based in a more efficient use of the existing resources. Finaly, the
system is having problems due to evasion and “avoidance” in the contributory regime; the complexity in
the funding mechanisms of the subsidized regime and the economic crisis that is affecting al the sources
of founding.

THE TRANSITION PERIOD

The main results of the reform in terms of affiliation, ingtitutional development, and resources have
been described. However, they have been affected by atransition period, which has had effects on the
achievement of the main goals of the reform. The Law established a transition period from the old health
system to the one approved by the reform. This period was supposed to last from 1994 t01996, but it has
gone well beyond this. Thiswas a period of adjustment for the institutions such as the ISS, existing social
security ingtitutions, public hospitals, and territorial authorities. A gradua transition from supply to
demand subsidies was a so envisioned. However, the transition has not been accomplished due to changes
of direction within the Ministry of Health particularly at the beginning of the process, absence of political
will particularly at the local level, insufficient incentives for the transformation, and technical difficulties.

The Beginning of the Subsidized Regime: Decree 2491, 1994

The period of transition was chaotic, particularly at the beginning of the implementation process, and
it affected primarily the subsidized regime. During this period, the Ministry of Health established
different policy directions and it could be said that there was an attempt at counter reform. Initialy, the
affiliation process for the subsidized regime was placed temporarily in the hands of the territorial
authorities, not the ARS. This was done arguing that there were not enough EPS and ESS to manage the
subsidized regime at the time, with the objective of stimulating the affiliation process to the health socia
security system, and as an answer to the necessity of spending the important amount of new
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resources for the sector.'® But those territorial authorities became an obstacle for the development of the
subsidized regime according to the reform, because they were interested in maintaining their monopoly
over managing the resources and not in promote the creation of ARS. On the other hand, they used
demand subsidies to affiliate poor people to the regime and to continue funding hospitals a the same time
they were receiving supply subsidies (Paredes 1999).

This situation sent the wrong signal's, because it was the continuation of the old system. Therefore,
this decree promoted a kind of counter-reform within the subsidize regime, that reinforced the position of
some actors who were against the changes such as public hospitals, health workers, and in some cases
territorial authorities.

In February 1996, the new Minister of Health, Augusto Galan, promoted new Executive legidation
to recover the initia spirit of the reform: Decree 2357, 1995. This has stimulated new dynamics within
the system according to the principles of the reform. Nevertheless, this early period of transition
reinforced the resistance to change of the traditional actors within the hedlth sector.

Slow Development of Key Instruments of the Reform

According to Gonzélez and Pérez (1998), the transition has been particularly difficult within the
subsidized regime and also for the ISS that in turn is the biggest EPS within the contributory regime.
There are two main problems. opposition by doctors and health sector workers, and the transformation
from supply to demand subsidies.

As this annex has shown, the subsidized regime has two sources of funding. One source is new
resources resulting from the reform and Law 60, 1993 have been used to increase in a significant manner
the affiliation of the poor to the socia security system, that is now 47%. However, the other sourceis the
transformation in the use of old resources, which is necessary to achieve universal and integral coverage
of health. This second part of the reform faces important obstacles.

One of the key points of the reform to promote equity was that the Benefits Package of the
subsidized regime had to be equal to the one of the contributory regime by the year 2001. Even when the
Benefits Package content has been extended to cover high cost treatments such as cancer, it will not be
possible to have the same package for both regimes. The priority is to increase the affiliation to achieve
universal coverage. Besides being an obstacle for equity, this situation contributes to the prolongation of
the trangition regime, particularly of the supply subsidies for public hospitals, who can not cover the
interventions contained in the Benefits Package and that currently are not included in the Benefits
Package of the subsidize regime.

This situation is reinforced by the need to cover the attention of the “vinculados.” *® It is difficult to
end supply subsidies and replace them entirely by demand subsidies. The transition is necessary while the
POS-Sis till partial and while there is no more expansion of affiliation because the “vinculados’ have to
be attended.

For some people the problems of the transition are mainly a problem of political will. But Gonzalez
and Pérez argue that there is a problem of incentives for the transition. They argue that the transformation
of subsidies should be aresult of public hospitals being able to be sdlf-financed. Until

% The Law approved a period of one-year preparation for the operation of the Law, but authorized the

collection of new resources beginning at the law’s approval. This factor explained the accumuation of resources at
the beginning of the implementation process.

106 People living in poverty, whose health should be covered by the subsidised regime but have not been

affiliated to the regime, due to scarcity of resources.
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they do not achieve that equilibrium they will need supply subsidies as well as demand subsidies. And
this situation will delay the coverage of the subsidized regime.

At loca level there is no incentive for changing the flow of resources, because territoria authorities
do not want to lose power. They are not interested in promoting the affiliation and health service
provision to ingtitutions that are not controlled by them, even less when they are financing those services
to an important extent. They do not have incentives to separate affiliation from provision and in
promoting competition, and those are key elements of the reform. Funding and provision are still in the
hands of local authorities.

ASSESSING THE REFORM'’ S OBJECTIVES

This section assess the main achievements of the reform in terms of the main objectives defined for
the reform: universal coverage by the year 2001, solidarity, and efficiency. The reform was approved in
December 1993 and its implementation began in 1995 after a one-year period of trangition.

IMPACT ON COVERAGE

One of the objectives of the reform is to achieve universal affiliation with the health component of
socia security by the year 2001. This in turn should be reflected in universal coverage for health.
Anayzing the results reveals that there has been important growth in affiliation with social security;
nevertheless, it will not be possible to achieve universal coverage by the year 2001. This is due to the lack
of resources to increase the affiliation under the subsidized regime. In addition, affiliation in and of itself
does not guarantee access to health services nor does it guarantee improvement of health conditions.
However, it isimportant to point out that the reform tried to remove the main obstacle to access which,
according to the ENH 1992, was lack of money for services. Through the affiliation of the poor with the
subsidized regime, the population at large people has been provided with this asset.

In 1997 it was observed that the utilization of health services among the affiliates with the socia
security system was not homogeneous. Individuals covered by the subsidized regime have lower rates of
use of health services than those in the contributory regime. In general, they use hedlth services only in
emergency cases. This situation has been attributed to lack of information among this population about
the rights given to them by the new system. This, in turn, has been attributed to the poor promotion of
EPS and ARS which has been limited those to information leaflets.

Lack of accessis aso aproblem for public hospitals. The resources do not flow to them according to
the demand principle subsidies, because people belonging to the subsidized regime use the services only
in emergency cases.

Access for the poor is aso affected by long distances, lack of information, and problems with
SISBEN, which does not aways identify the poorest, often as a result of technical or patronage problems.
The problems of access to health care are more important among the “vinculados’ and especially in rura
areas and within groups of people with lower education and income.**’

Therefore universal coverage by the year 2001 will not be possible in terms of affiliation and even
lessin terms of access. Thisis true for the subsidized regime, but aso for people that should be in the
contributory regime but find the contribution too high to be paid. Thisis particularly true for groups

7 Econometria, “Andlisis de la Encuesta de Calidad de Vida”, 1997 in Health Division, DNP.
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with middle or low levels of income, and for the independent workers who have to pay the whole
contribution by themselves.

EFFICIENCY

Efficiency was one of the key points of the reform and it was an element of the new health system
established by both the Constitution and the Law. The main strategy was to introduce managed
competition for the affiliation and provision of services, but also to allocate resources with greater
efficiency. The change team tried to introduce instruments to increase efficiency such as the Benefits
Package definition, the UPC , and competition. However, it is the case that those instruments were not
always approved by the reform. And in some cases where they were approved, they have not operated or
they have not had the expected resuilts.

1. POS Definition (Compulsory Health Plan)

A Benefits Package, defined according to technical criteria, was one of the instruments that
introduced as a means of allocating the resources with efficiency. Following the World Bank guidelines, a
methodology based on “burden of disease” was proposed; i.e., resources should be alocated in those
areas where the “burden” was important and the interventions cost-effective. This was the criterion that
was to have been used for the definition of the POS. This is the reason why the Ministry of Health,
influenced by World Bank policies, tried to define a Benefits Package with basic interventions.

Nevertheless, during the discussion of the Law, the change team lost that proposa and an integral
package for health was approved, which included prevention, promotion, diagnosis, treatment, and
rehabilitation, according to Decree 1650/77. This package was made applicable both to the affiliate and
his’her family and funded with the UPC and the contributions. However, based on the available resources
at the moment the Law was promulgated, the change team managed to have two Benefits Packages
approved: an integral package for the contributory regime and a partial package for the subsidized regime.
But, according to the Law, they should be unified by the year 2001.

During the secondary law formulation, the change team tried again to restrict the Benefits Package
procedures according to technicd criteria. But there were other problems such as the lack of adequate
information; a requirement for constant actualization; and criticism that the technical criteria narrowly
explained health as the result of only sectorial elements uninfluenced by outside factors. Therefore, in the
end, the definition of the Benefits Package for the contributory regime was not based on technical
efficiency criteria, but rather on the Decree 1650/1977, which defined an integral package for the ISS
affiliates. Therefore, this particular instrument to promote efficiency in the alocation of resources was not
used in Colombia

2. UPC (Risk Adjusted per Capita Payment)

In the case of the contributory regime, once this Benefits Package was defined, it was established
that it should be funded with the resources of the UPC plus co-payments. But in practice this has not been
the case during the first years of the heath reform implementation, even when there is a gradua
movement towards this equilibrium. During the first two years of operation, 1995 and 1996, there was a
gradual process of adjustment among sources of income between the EPS, which included the UPC, the
co-payments and moderate quotas. In 1997 the UPCs represented 80% of their income. Other resources
coming from complementary plans, financial incomes, and selling of services to other EPS congtituted the
rest (DNP, 1999).

The EPS of the contributory regime posted losses during 1995 and 1996, but in 1997 they began to
run asmall surplus. However, this does not seem to be a problem because when the health reform started,
5 years of initial losses were expected for those ingtitutions.
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However there are signals that require attention. The UPC, for example, is lower than the average
cost of the Benefits Package offered by the EPS. According to the Ministry of Health, thisis probably due
to the higher than expected use of health services in the contributory regime and higher medical
expenditure. Even when a unique UPC guarantees the same package of services and risk distribution, to
consolidate that risk distribution it has been estimated that at least 200.000 affiliates are necessary:
However, not all the EPS have achieved that number of affiliates, which makes them vulnerable. The
UPC has had alot of variation. This Situation demonstrates that the technical criteriafor defining this
element of the reform have not been used. The definition has been more incremental and practical. In the
case of the subsidized regime for instance, it has been established at half the cost of the contributory
regime.

Therefore, in the contributory regime there seems to be over use and high costs. There istension
between client satisfaction and cost control. But the problem in the subsidized regime is that there is no
relationship between the resources that are being allocated and effective access. Therefore, the impact of
the UPC on health expenditure efficiency is not yet clear (Cuartas, 1998).

3. Competition

One of the main tools designed by the reform to induce efficiency was competition both in the
affiliation and the provision of services. However, this has not aways been possible, particularly within
the subsidized regime. It has not been possible to introduce competition in al regions and there are health
interventions where competition has not happened, especially in the case of complex medical procedures
(Gonzalez and Pérez, 1998).

On the one hand, at the local level, particularly in small localities, there is no possibility for
competition. On the other hand, the Law forced the ARS'®® to contract 40% of their services with public
IPS without having to take into consideration efficiency measures. Finally, thereis no easy way to
intoduce competition in health services requiring high complexity. That helps explain the proliferation of
private IPS in charge of simpler procedures, while high-cost treatments remain a natural monopoly of
some specialized institutions, usualy public hospitals.

It is not aways easy to separate the process of demand and supply of health services. Thisisthe case
of the ISS, which enrolls 63% of the beneficiaries. This ingtitution acts both as EPS and I PS without clear
division between the two. Thisis aso the case of health affiliation and provision of services in some
regions within the subsidized regime.

Efficiency mechanisms have been defined more as aresult of practical demands than of technical
arguments. This has certainly been the case of the Benefits Package content and the UPC, athough they
do function as indicators for the efficient use of allocating resources, and have shown atrend towards
improving efficiency particularly within the contributory regime. Other key elements of efficiency such as
competition and free choice have not devel oped as expected, particularly within the subsidized regime.
Another obstacle to increased efficiency has been the non-separation of the affiliation and provision
functions, particularly among old actors of the system such as the ISS and territoria authorities.
Therefore, even when there have been developments that can help to promote eff iciency, particularly
within the contributory regime, obstacles remain.

EQUITY AND SOLIDARITY

The reform has contributed to greater solidarity in access to social security and health services.
Within the contributory regime a compensation system that promotes solidarity has been put in

1% pyblic Expenditure Rationalisation Law, 1996.
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motion. There has been important progress in affiliation with social security of the poor population and
extension of affiliation to aimost every locality in the country. In addition, the introduction of family
coverage has benefited many, particularly women and children, in both regimes.

However, in spite of this progress, problems of inequity persist. According to the ECV (Encuesta de
Calidad de Vida) 1997, within the poorest group of the population, 60% do not have any affiliation while
in the richest one this percentage is only 16%. However, it must also be pointed out that there has been an
important increase in the affiliation of the poor which has risen to 40% (DNP, 1999).

There are a'so problems with the targeting process and there is evidence of non-poor having been
affiliated with the subsidized regime. According to the ECV (1997), 1.3 million of non-poor (deciles 6 to
10) were affiliated with the subsidized regime: with those resources 1/3 or the poorest people (decile 1)
could have been affiliated. This situation seems to be a result of the politicization of the SISBEN, because
at thelocal level it is been used as a patronage resource. On the other hand, there is no reliable
information system that can help to detect those problems (DNP, 1999). This situation has a negative
impact on the achievement of the equity objective.

There is aso inequity by occupation. Among independents, domestic workers, and laborers, the
level of affiliation is under 50%. In general they are not poor enough to belong to the subsidized regime,
but for them affiliation is still expensive. There are still problems of inequity due to the lower use of
health services of the people belonging to the subsidized regime, the “vinculados,” and inhabitants of
rural regions.

Another problem is that even after the promulgation of the Law and the important amount of new
resources for health, every household till spends a significant amount of its income on hedlth and thisis
very unequa. According to the ECV (1997), 80% of Colombian households make out-of -pocket
payments for health care every month. Including the cost of affiliation, this expenditure is more than 10%
of the household income. In the case of the subsidized regime this seems to be due to the non-fulfillment
by the ARS on providing services that the affiliate can use, such as medication, diagnosis support
elements, and the practice of sending patients to other places. The service is therefore inefficient and the
consequence is inequity in health expenditure. Families belonging to the subsidized regime aso spend
10% of their income in health, but this case is even worse because it does not include the cost of
affiliation which for them is free (DNP, 1999).

Inequity also persists because there are il different systems of health provided by different
institutions and under different conditions, even when the Law wanted to abolish those privileges. This
situation applies mainly to public workers who were covered by those systems before the promulgation of
the reform. Even when the Law established that those institutions had a 4 year period to adapt to the new
system, offering the same POS, charging the same contributions, and entering the compensation process
of the contributory regime, the old health provider institutions still offer a more comprehensive Benefits
Package and in some cases have delayed their transformation.

Within the EPS, there are 15 that are authorized to manage both the subsidized and the contributory
regime. For them, between 1996 and 1997 the incomes coming from the UPC of the contributory regime
went from 15% to 27% of their income. However, in 1997, 50% of them were able to use those resources
to cover their deficits in the contributory regime due to the low use of services by the subsidized regime.
Thus, they were avle to obtain a net global surplus. This situation reflects inequality between the two
regimes, because resources from the subsidized regime are being used in favor of the contributory regime
(Cuartas, 1998).

One of the rationales of the reform was to abolish the system’ s fragmentation and privileges. Even
when there have been significant achievements; segmentation has not been eliminated from both
affiliation and provision of services. There seems to be fragmentation within the ingtitutions that affiliate
people. This fragmentation is both within the contributory regime and between the two
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systems. Within the contributory regime, some EPS have been specializing in affiliating groups with
higher income, particularly in the biggest urban centers. While the average base for payment is 1.8
minimum wages in the ISS, the average for the system is 2.2 minimum wages. In addition, in the ISS, the
people affiliated with the system have larger families. Third, there is aso segmentation between private
health providers and the public providers, because the latter concentrate on interventions with high costs.

In relation with other principles of the Law such as integrity of care and improvements on qudlity,
even when there have been advances, they are a secondary priority in relation to the expansion of
affiliation and coverage. Even when the Benefits Package content of the subsidized regime has expanded,
it will not be possible to accomplish the goal of having the same Benefits Package for both regimes by the
year 2001. Therefore the system has not been able to offer a unique package for every one, without
reference to their level of income, and this problem lies at the center of afragmented system divided on
the lines of income.

In relation to quality, according to the ECV (1997), 85% of the people received attention in health
when they required it and 83% thought it was good. However, there are problems with quality due to the
lack of an accreditation system for health professionals and institutions, and the number of people on the
waiting list for surgeries (DNP, 1999).

CONCLUSIONS

The reform has promoted significant transformation within the health sector, and in spite of many
difficulties, has obtained significant achievements. The main gains have been

the increase in socia security coverage from 20% to 53%;
family coverage;

the generation of dynamic institutions within the contributory and the subsidized regimes that
have contributed to the expansion of the affiliation; and

important new resources for health, both fiscal (nationa and sub-national) and para-fiscal.

Those achievements have been reflected in the improvements in access to health, greater equity, and
moderate increases in efficiency within the contributory regime.

Nevertheless, and in spite of the progress made in a short period of time, many problems persist.
Even when there have been important improvements in relation to the objectives of the reform, it will not
be possible to achieve them in the time envisioned. The implementation of the reform seems to be going
through a process that is putting at risk its present and future achievements. Although affiliation has
increased, it has not been always reflected in better access to health services, particularly for the poorest
groups of the population. The achievement of universa affiliation by the year 2001 with the same
Benefits Package content for both regimes will not be possible.

In spite of the infusion of significant new resources for the sector, improvements in coverage have
not been as expected and there are financia constrains for its expansion. One of the main reasonsis the
unfinished trangition of the reform, both as a result of political and technical problems. In particular, the
old actors of the reform have encountered great difficult with the transformation envisioned in the Law as
well as with the allocation of existing pre-reform resources for new ends. Significantly, the fresh
resources allocated to the sector as aresult of the reform have failed to be directed towards expanding
coverage or consolidating policy change. Instead, they have been diverted to help cover wage increases
for health personnel. It can be said that the important achievements of
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the reform have been done primarily with the new resources and through the new ingtitutions, but the old
ingtitutions that existed before the reform have been very difficult to change.

It is cause for concern that a process of segmentation is developing between the two regimes—
contributory and subsidized— but aso within different groups of income in the contributory regime and
between private and public health providers.

In addition, the subsidized regime, which should cover the poores, is the one with more problems
that presents greater obstacles to change. They face financia and ingtitutional difficulties and thisis
reflected both in insufficient coverage and quality. Finally, within the contributory regime, the ISS (which
covers 63% of that regime) has found it difficult to work under the new principles developed by the
reform. The ISS, the most important actor within the contributory regime, isin a difficult situation, and
unions and political pressure make the changes even harder to obtain.

Therefore, even when there has been important progress in the sector as aresult of the reform, this
has been basically as aresult of the new actors and resources of the sector, while the existing ones have
not been modified as expected. On top of that, the improvements are not what were expected according to
the amount of resources available and the objectives of the reform.

Besides the technica and administrative obstacles, the political factors in the implementation process
have aso affected the final outcome of the reform. The main pockets of resistance are health workers,
public hospitals, and territoria authorities, and all of which have an impact on the subsidized regime,
which is the one facing the greatest difficulties to be transformed accarding to the principles of the
reform. As aresult of the Law, different sectors are better organized now, in support of and against the
reform: particularly those representing health sector workers and institutions' interests. User organizations
have not had a significant development.

According to Gonzdlez and Pérez (1998), the reform implementation has achieved around 60% of its
objectives in a short period of time. However, the second stage of the process will be crucia not only in
defining the affiliation level, but also in making the reform sustainable. And significant risks lie ahead.
What follows is more difficult to achieve, because it has to be done with the completion of the transition
process and the transformation of the old actors and resources of the reform.
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ANNEX II. CHRONOLOGY OF EVENTS

PERIOD YEAR(S) PoLICY PROCESS DESCRIPTION
Higtorical 1940s Creation of 1SS The 1SS was created to provide health insurance and pensions
Background for private formal sector workers. It was funded by employers
1940-1950 and employees.
Creation of social It was a process that accompanied the ISS creation. It had the
security institutions | same objective, but their beneficiaries were public sector
for the public sector | workers.
Creation of the Thisinsitution was in charge of general health conditions but it
Ministry of Hygiene | did not have control over hospitals. At the sametime, local
authorities of health were established.

1975 Creation of a The new system was comprised of the MOH as the director;

National Health local health services, and regional unitsin charge of hospitals.

Service The central level took control over health issues. The system
covered the public sector, social security institutions, and
private health providers; however in practice, it only had
control over thefirst one.

1986 Popular election of | Thiswas one of the first steps towards a decentralisation

majors. process that continued until the 1990’s.

1987 IVA Theterritorial authorities began to receive resourcesto invest
in health as part of the decentralization process.

1990 Law 10, 1990 In addition to decentralization of resources, control over health
services was established. Provision of health was now under
the control of local authorities and the national level
concentrated on direction and assistance.

Gavirias August 1990 | Gaviriabecame Under his government there was a State Reform which
Government President of included a process of internationalization and modernization of
1990-1994 Colombia the economy. The first stage of reformsincluded the exchange

rate regime, foreign trade, financial matters, tax reform, harbor
privatisation, housing policy and labor reform.
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PERIOD YEAR PoLicy PROCESS DESCRIPTION

January -July 1991 Nationa Constituency | After more than 100 years the Constitution was

Assembly (ANC) reformed through an elected assembly, whose members
differed from the traditional conformation of Congress.
The Assembly mandated new reforms, particularly for
the socia sector. They included social security, public
services, education, planning, central bank, and
decentralization.

ANC proposed asocial | The ANC defined the establishment of anew social

security reform security system characterized by universality, solidarity,
and efficiency. It should include both pensions and
health and involve the private and the public sector.

September-December | Social Security A Socia Security Commision was created by the ANC

1991 Commision with the objective of defining the social security reform
proposal. Its members met for several months, but in the
end they could not agree on areform proposal.

September 1992 Bill 155 for social The Executive, through the Labor Minister, presented a
security reform social security reform project to Congress, which did

not include health. Congress rejected it and demanded
theinclusion of health as part of the socia security
reform.

December 1992 Juan LuisLondofiois | Theformer DNP deputy director was appointed
appointed Minister of | Minister of Health, where he became crucial for the
Health project aspart of | approval of the health reform. Londofio presented to
the social security Congress a health project (Empresas Solidarias de
reform presented to Salud) as acomplement to the Executive's social
Congress security reform proposal. Congressrejected it and

asked for acomprehensive reform.

April 1993 The Executive A new project, which included acomprehensive health
presented anew social | reform, was presented by the Executive. From this
security reform project | moment, Londofio and a change team in charge of the

reform, assumed took a central role.

April-December 1993 | Discussion of Health
Reform in Congress as
part of the Socia
Security Reform

December 23, 1993 Approval of Law 100, | Thesocial security reform was approved and signed by
1993. the President. It included both health and pensions.

January -August 1994 | Health Reform Decree | The new law |eft the definition of key issues of the
Process. reform to an expedited decree process with the

Executive, particularly the MOH. Within the MOH

there was a change team in charge of the process.
Samper's August 1994 Samper became new Ernesto Samper, alibera with different views on the
Government President of Colombia | modernization strategy started by President Gaviria, was
1994-1998 the President in charge of the implementation of most of

the reforms approved after the ANC, including the

socia security reform.

1994-1995 Decree 2491, 1994 Alonso Gémez was appointed Minister of Health. He
did not share key points of the reform. He delayed its
implementation and attempted a counter-reform.

1995-1996 Decree 2357, 1995 Augusto Galén was appointed new Minister of Health

and took measures to revive the reform.
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