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Abstract

Due to fast rising cost, healthcare is currently a dominant topic on the governmental
agenda in most modern Western countries. Different initiatives are developed in order to
reduce the cost and increase the efficiency of health services. All these initiatives relate to
the increase of competition on the healthcare market. However, the benefits of competition
can only be realized when certain preconditions are fulfilled. The provision of high qual-
ity information is one of the critical success factors for fair competition among healthcare
providers. A careful consideration of the cost and benefits of performance based healthcare
procurement at the integrated care pathway level shows that this can be used to restore the
relevant information to the healthcare market as long as a set of requirements is met. How-
ever, as transparency of information is only one of the preconditions for fair competition,
performance based procurement of health services does not guarantee the reduction of cost
and the increase of the efficiency of health services.

healthcare procurement, integrated care pathways, competition, healthcare mar-

ket, healthcare outline agreement, information management

1 Introduction

The expenditures in the healthcare sector has
been rising rapidly over the past decades. In
the Netherlands®, healthcare cost rises annu-
ally with on average 5.5% percent per year,
which is much more than the average GDP
(Gross Domestic Product) growth. Compara-
ble trends are present in most other western
countries. The increasing cost of healthcare
has the consequence that healthcare expendi-
tures take an increasing part of the budget of
the Dutch government. In 2010, 87.1 (com-
pared to 17.3 billion euros in 1980) billion euros
was spend on healthcare which is 12 percent of
our Gross Domestic Product (Annema et al.,
2012).

This paper discovers the capabilities of per-

formance based healthcare procurement as a
means for the reduction of healthcare cost by
the facilitation of fair competition.

1.1 Developments in healthcare

Several developments form the basis for the in-
creasing cost of health services. Firstly, the
quality of health services increased seriously
over the past decades due to high investments
in product innovation. This had the conse-
quence that health services became more ex-
pensive. Process innovation at the same time
lacked behind. Healthcare providers were not
able to realize significant improvements in the
efficiency of treatments that would neutralize
the increased cost of health services.

The increased quality of care, the higher

IThe situation in the Netherlands is taken as an example for the current situation in the healthcare sector in

many Western countries.



life expectancy and the aging phenomenon
led to a fast increase in the demand for
health services. The increased life expectancy
is partly the result of the increased qual-
ity of health services (Strauss et al., 2006;
Stout and Crawford, 1988). These two trends
together led to the current untenable situa-
tion in healthcare in terms of cost. This is
demonstrated by the following formula as the
total cost of the healthcare (Ciotqr) sector are a
simple multiplication of the cost per treatment
Clreatment times the number of treatments

Ctotal = Ctreatment * Q

One can imagine that the total cost of the
healthcare sector may increase rapidly when
the terms at the right hand side of the equality
sign increase. Figure 1 gives the total health-
care expenditures in the Netherlands and the
healthcare expenditures per capita over the pe-
riod from 1995 until 2010.
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Figure 1: Healthcare expenditures in the

Netherlands (based on (WHO, 2012))

1.2 Initiatives for change

The current situation in the healthcare sector
of many Western countries led to the develop-
ment of initiatives which have the purpose to
reduce the cost and increase the efficiency of
health services. This concerns the introduc-
tion of more competition, integrated care path-
ways, Pay for Performance and demand driven
healthcare.

Competition Competition is seen as an ulti-
mate means for the realization of cost reduction
(Miravete and Roller, 2004) and the increase of
efficiency (Bayoumi et al., 2004). Dependent
on the degree of regulation that is applied to
the competitive market?, one can distinguish
different types of competition. The choice for

2In literature this is called managed competition.

regulations may depend on the type of prod-
uct that is traded on the market and the ex-
istence of external effects. Health services are
quasi-collective services which means that the
market is not able to allocate cost and conse-
quences of the operations of the actors on the
healthcare market in a fair way. Additional leg-
islation is required that can reduce the negative
external effects and may help to distribute cost
and consequences fairly among the users of the
healthcare system.

Integrated care pathways Integrated care
pathways are a means for increasing stan-
dardization in healthcare which where firstly
introduced in the United States in 1980
(Corkin et al., 2012). Integrated care path-
ways can be seen as a predefined fixed sequence
of steps that are executed during the treatment
of a patient (Kitchiner et al., 1996). Integrated
care pathways are build on the experience and
best practices of a healthcare provider and may
in that sense help to improve the clinical out-
comes and efficiency of treatments in health-
care.

Pay for Performance Pay for Perfor-
mance is concerns the concept that healthcare
providers are no longer paid for the quantity
they deliver but will be reimbursed by health
insurance companies for both the quality and
the quantity of the health services they de-
liver. This is a significant change in health-
care. Healthcare providers now have to focus
on the quality of their treatments. This may
lead to increased competition among health-
care providers, as the best performing health-
care providers are most likely to be rewarded
with the highest reimbursements. The Pay for
Performance concept is already proven in sev-
eral countries (Scott, 2007; Doran et al., 2006;
Rosenthal and Dudley, 2007).

healthcare Demand
driven healthcare concerns the restructuring
of the healthcare system where the specifi-
cations of health services that are delivered
to the healthcare market are no longer de-
termined by the supply side (the healthcare
providers) of the market but by the demand
side (the patients) of the market. Productions
at the healthcare providers are in that situation

Demand driven



no longer resource® based, but requirements*
based. Demand driven healthcare has the pur-
pose to increase the appropriateness of health
services for the patients.

All the initiative mentioned above are linked
to the initiative concerning the introduction
of more competition on the healthcare mar-
ket. The several initiatives focus on improving
the efficiency and performance of healthcare
providers while keeping the prices of health
services low. The success of these initiatives
are not obvious as there are several factors
that are critical for the success of these initia-
tives. The preconditions for fair competition
are discussed in more detail in section 3.

Key for all initiatives is the changed role
that health insurance companies get. At the
start of 2012 they agreed, together with the na-
tional government and the healthcare providers
in the healthcare outline agreement on increas-
ing the efficiency and reducing the cost of
healthcare (de Boer et al., 2011). Health in-
surance companies got the responsibility for
the procurement of health services on prede-
fined performance indicators. The adjusted
role of the health insurance companies can be
seen as in line with the cost reduction initia-
tives that are mentioned above. Health insur-
ance companies will facilitate competition by
making use of clear KPIs that measure the per-
formance of healthcare providers on the right
level of detail. This enables performance based
reimbursement of healthcare services. In ad-
dition, health insurance companies will be an
important facilitator of the move towards de-
mand driven healthcare because health insur-
ance companies should represent the needs and
preferences of the patients in the healthcare
procurement process®. This will result in the
procurement of health services that are more
appropriate for their insured population. The
procurement of health services on the basis of
the performance of healthcare providers will
require a lot of information. It may at the
same time be used to restore information to the
healthcare market as healthcare procurement
involves all information that is relevant for
competition on the healthcare market (this is

discussed in more detail in section 4.2). Trans-
parency of relevant and sound information is
required for fair competition among healthcare
providers. Therefore the following research
question is formulated

How can healthcare procure-
ment help to restore information to
the healthcare market?

This paper tries to find an answer on the main
question that is defined above. Section 2 com-
prises a discussion on the healthcare market,
the products that are traded on the market
and the information streams that are flowing
through the market. This may help to define
the requirements for effective healthcare pro-
curement. Section 3 discusses the cost and
benefits of competition in healthcare and the
preconditions that need to be fulfilled in order
to enable fair competition among healthcare
providers. Section 4 discusses the role of infor-
mation in the healthcare market as one of the
most essential preconditions for fair competi-
tion. This paper will round up with conclusions
and recommendations (see section 5) about the
information requirements that should be ful-
filled by an effective® healthcare procurement
method.

2 The healthcare market

First of all it is important to understand what
the healthcare market looks like and what the
different characteristics of the healthcare mar-
ket are. This may help to define the required
information and the requirements that need to
be fulfilled by an effective healthcare procure-
ment method.

2.1 Key actors

Four actors play a key role in the Dutch
healthcare sector.  This concerns the pa-
tients, healthcare providers, health insur-
ance companies and the national government
(Koopman and Rademakers, 2008). These ac-
tors are involved in or affected by the opera-
tions in the healthcare sector. Their position

3With resource based productions is meant that the quality and quantity of the health services on the health-
care market is determined by the availability of medical resources.

4With requirement based productions is meant that the quality and quantity of the health services on the
healthcare market is determined by the needs and preferences of the patients.

5This is done by the procurement of health services on the basis of KPIs that adequately measure the perfor-
mance of integrated care pathways on the preferences of the patients.

6Effective is here meant as a method that facilitates health insurance companies in an appropriate way and
at the same time helps to restore sound and relevant information to the healthcare market.



in the healthcare market is clarified in figure 2
in section 2.3.

Patients play an important role in the
healthcare system because they are subject to
the performance of the healthcare system and
are therefore directly affected by a change in
the performance of healthcare providers. Each
patient has a specific healthcare demand. All
patients together form the demand side of the
healthcare system. The preferences of the pa-
tients are an important input for the procure-
ment of health services in the new situation
in healthcare. Healthcare providers are all or-
ganizations that deliver care to the patients.
Healthcare providers can be divided in pri-
mary, secondary, tertiary and informal health-
care providers. There are different groups of
healthcare providers in each part of the health-
care system. In secondary healthcare for exam-
ple there are independent treatment centers,
private clinics, hospitals and academic medi-
cal centers. Health insurance companies are
linked to both the patients and the healthcare
providers. Health insurance companies are re-
sponsible for the procurement of health services
at the healthcare providers and have thereby an
important position on the healthcare market.

The different parts of the healthcare market
in which the key actors play an important role
are discussed in section 2.3. The national gov-
ernment has quite a different role in healthcare
as they stand together with several regulatory
bodies above the three mentioned actors and
have the responsibility to secure the core val-
ues of the healthcare system. The interaction
between the three actors may be influenced by
the policies and regulations that are designed
by the national government.

2.2 Healthcare products

The characteristics of the products that are
traded on the healthcare market may have ma-
jor consequences for the procurement of health
services. Dependent on the product character-
istics, some product may be traded most effec-
tive in a free market (individual goods and ser-
vices) where other product may require more
regulation (quasi public and public goods and
services).

The healthcare product is in this research
defined as the end result delivered by an in-
tegrated care pathway after the treatment of
a patient. Integrated care pathways are in
that sense not seen as the treatment that is
executed within the borders of a healthcare

provider, but as all activities that are involved
in the treatment of a patient from the mo-
ment he enters the system until he leaves the
system. These activities may transcend the
border of a healthcare provider. The treat-
ment itself is not seen as the healthcare prod-
uct which is traded on the healthcare market,
but as the production process that is required
for the realization of the final result. This
can be made clear by an example. The pa-
tient that has the diagnosis of torn muscles may
get different treatments at different healthcare
providers. One healthcare provider may pre-
scribe rest and some medicines where other
healthcare providers perform a surgical proce-
dure. The desired end result is in both cases
the cured patient. Competition will take place
on the end-product and not on the production
process that is required to reach the end-result.
However, the production process may be af-
fected by competition on the end-product when
there are practices in the production process
that lead to a significant better end product.
The following main characteristics can be dis-
tinguished for healthcare products

e health services are quasi public services

e The healthcare end-product is homoge-
nous while the treatments are heteroge-
neous

health services are quasi collective services
(Dalen and Swank, 1996). This means that
healthcare products are publicly available for
everyone but delivered by individual healthcare
providers. Healthcare providers and health in-
surance companies are founded to deliver these
services on behalf of the government and ful-
fill a beneficial role for everyone in the soci-
ety (Kooreman, 2011). The fact that health
services are quasi public services means that
the cost of healthcare are not fairly distributed
among the population of a country. Older peo-
ple have a higher demand for health services
than younger people. One percent of the pop-
ulation are responsible for twenty-five percent
of the cost of healthcare, where fifty percent of
the population is responsible for only three per-
cent of the cost of healthcare (Gordon, 2010).
The healthcare end product as described
above is a homogenous product, while the
treatment process may be different for the in-
tegrated care pathways of different healthcare
providers. This has the consequence that each
integrated care pathway performs different.



2.3 Market layout

The healthcare market consists of three dis-
tinct sub-markets, namely the healthcare pro-
curement market, the health insurance market
and the care market, which is demonstrated by
figure 2.

The care market is the interaction that ex-
ists between healthcare providers and the pa-
tients. The patients form the demand side of
this particular sub-market and get their care
at the supply side of the market; the health-
care providers. The interaction between the
health insurance companies and the healthcare
providers is defined as the healthcare procure-
ment market. Health insurance companies pro-
cure health services at healthcare providers ac-

cording to the demand of their insured pop-
ulation. Health insurance companies repre-
sent in that way the demand side of this sub-
market, where healthcare providers form the
supply side of the market. This research fo-
cuses especially on the role of the health insur-
ance companies in healthcare concerning the
procurement of health service on predefined
KPIs. The connection between the health in-
surance companies and the patients is defined
as the health insurance market. Patients are
free to insure themselves at a specific health in-
surance company. The patient can be seen as
the demand side of the health insurance mar-
ket, where health insurance companies (supply
side of the health insurance market) deliver in-
surance services to the patient.
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Figure 2: Layout of the healthcare market

3 Competition in healthcare

Competition in healthcare may take place on
the different sub-markets mentioned in sec-
tion 2.3. The choice for more competition is
motivated by the threat that the core values
of healthcare in the future no longer may be
maintained. This concerns in the first place the

affordability of health services and connected
with that the accessibility of health services
for everyone’. The introduction of competi-
tion may have some benefits compared to a
fully regulated healthcare market. However,
because of the complexity of the healthcare
market and the characteristics of healthcare
products, competition is not free of regulations.

"Health services may no longer be accessible when people cannot pay for them. Patients may become excluded
from the healthcare system when health services become to costly.



Competitors on the healthcare market have
f.e. to comply with minimal quality standards.
This form of competition is called managed
competition. The benefits of managed compe-
tition (Enthoven, 1993) in comparison with the
current situation in the healthcare sector are as
follows

e More efficient allocation of resources on
the healthcare market

e Lower prices for health services due to
improved productivity and the develop-
ment, of cost reduction technologies

e More flexible healthcare system that can
deal with changing population character-
istics (aging phenomenon)

e The healthcare system is likely to deliver
more appropriate services to the patients
(a better focus on the preferences of the
patient)

e Customers may make cost-quality trade-
offs in the future due to the insight in
the price and the quality of healthcare
services

The benefits of competition relate directly to
the goals as described in the healthcare outline
agreement as competition may increase the ef-
ficiency and reduce the cost of health services.
There should be mentioned that these benefits
only can be realized when there is fair compe-
tition on the healthcare market among differ-
ent healthcare providers. Fair competition only
takes place when a set of preconditions are ful-
filled in the healthcare market. The most im-
portant preconditions for fair competition are

e the presence of a large number of buyers
and sellers

low entry and exit cost

high factor mobility

the provision of sound and relevant infor-
mation

e low transaction cost
e homogeneous products

Where the presence of most factors can be safe-
guarded by unilateral governmental interven-
tions, is this not possible for the provision of
sound and relevant information. Most of the
preconditions that are mentioned above does
not give any problems or can be solved with

the help of increasing the transparency of infor-
mation. For example, the mobility of patients
highly depend on the availability of informa-
tion. Patients will not travel a longer distance
to a healthcare provider when they do not know
the performance of the healthcare provider for
the treatment of a specific disease. However,
the provision of information is no simple and
unambiguous task but asks for a well designed
mechanism that can provide this information
to the healthcare market. A mechanism for
the provision of sound and relevant informa-
tion to the healthcare market is for that reason
discussed in more detail in section 4.

4 The role of information

Section 1 and section 3 demonstrates the need
for the provision of sound and relevant infor-
mation to the healthcare market. In summary
it may have the following benefits. Sound and
relevant information

e Improves fair competition among health-
care providers.

e Facilitates health insurance companies
in the execution of their new role in
healthcare, concerning the procurement
of health services and their steering role
towards a more efficient healthcare sys-
tem.

The quality of information can only be guar-
anteed when it meets certain quality crite-
ria. Information quality is examined with
a fixed set of criteria (de Boer et al., 2001;
Shahin and Mahbod, 2007), namely trans-
parency, symmetry, completeness and reliabil-
ity. These criteria are valid for all information
topics and all information that is delivered to
the healthcare market should meet these crite-
ria in order to facilitate fair competition.

4.1 Selection of relevant informa-

tion in healthcare

In order to enable fair competition among
healthcare providers, it is important that the
relevant data topics are available for the rel-
evant actors. Irrelevant information should
be kept away from the market as it may be
misleading for decision makers or leads to the
wrong focus by the market parties. In order to
define the relevant data topics, it is important
to distinguish between the different decisions
that are taken on the sub-markets that may



affect competition. These decisions should be
based on high quality information. One can
distinguish different decisions that are taken on
the different sub-markets which leads to a spe-
cific information demand.

e healthcare procurement market

— Which healthcare providers do I
have to contract? (health insurance
companies)

— What criteria determine whether
I get a contract? (healthcare
providers)

e health insurance market

— Where will T be insured? (patient)

— What are the patients
(health insurance companies)

needs?

o care market

— Where will I be treated? (patient)

— What are the patients
(healthcare providers)

needs?

e general questions

— What is the actual performance
of healthcare providers? (national
government)

— What are the needs of the patients?
(national government)

These questions show that in case of fair com-
petition each action is accompanied with a
quest for information by both the supply side
as the demand side of the healthcare market.
The supply side wants to know how to attract
the demand side to buy their goods or ser-
vices. The demand side want to know where
to get their goods or services that is most ap-
propriate for them in terms of cost and qual-
ity. The information flows the opposite di-
rection as the demand for information. This

means that when the patient wants to know
where to be insured, the relevant information
about health insurance companies should be
provided to them. When we look carefully
at the sub-markets in healthcare, we see that
decision making on the sub-markets is often
based on the same information. The informa-
tion streams that are present in healthcare are
visualized in figure 3. Health insurance compa-
nies have a key role in the information infras-
tructure as they transfer and distribute infor-
mation about the different actors on the health-
care market.

The arrows in figure 3 comprise the follow-
ing content. The bold arrows represent infor-
mation that is delivered by the national govern-
ment. This is information about regulations,
norms and standards that are relevant for the
procurement of health services at the health-
care providers®. Health services often have to
apply to a minimal standard of quality (f.e.
the Treek-norm in the Netherlands, which is
used for the maximum length of the waiting
lists). The dashed arrows comprise information
about the customer needs and preferences. In
a free market, healthcare providers may adjust
their operations on the basis of this informa-
tion. Health insurance companies may use this
information to contract healthcare providers
that deliver health services that meet the re-
quirements of the customer, in order to attract
as many clients as possible. The national gov-
ernment may use this information in combina-
tion with information about the performance
of healthcare providers in order to be able to
design adequate policies (standards, incentives
and regulations) that can push the healthcare
providers in the desired direction. The thin
arrows comprise information about the perfor-
mance of healthcare providers. Health insur-
ance companies base the procurement of health
services on this information?. Patients use this
information to decide where to insure them-
selves and where to be treated when they have
a specific disease.

8This may f.e. concern regulations and incentives regarding the cost of health services.
9They compare the performance of healthcare providers with the desired performance from the point of view

of thee national government and the patients.
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Figure 3: Information streams in healthcare

The information that is present on the
healthcare market can be measured in a stan-
dardized way with the help of Key Performance
Indicators (KPIs). KPIs measure the perfor-
mance of healthcare providers on the goals of
the healthcare system with the help of single
values. The goals of the healthcare system
may be established with the help of the needs
and preferences of the key actors on the health-
care market. When defined adequately, KPIs
are an ultimate format for information on the
healthcare market because KPIs comprise in-
formation in a compact way as a single KPI
ideally measures the performance of healthcare
providers on one of the goals of the healthcare
system. Subsequently, well defined KPIs are
easy to interpret which makes it possible to
compare a set of alternative treatments in a
transparent way'C.

4.2 Healthcare procurement

Section 4.1 shows what information is required
on the healthcare market in order to enable fair
competition among healthcare providers. The
next step is to define a method to restore in-
formation to the healthcare market. Figure 3
demonstrates that health insurance companies
play a central role in the provision of infor-
mation to the healthcare market as health in-
surance companies distribute and transfer the
several information streams to all key actors on
the market. They should therefore get a central

role in restoring the required information to the
healthcare market. This is also defined in the
healthcare outline agreement where is defined
that health insurance companies are responsi-
ble for the procurement of health services on a
predefined set of criteria.

This may lead to a whole new infrastructure
for the provision of information. Where in the
past each actor in the healthcare sector had its
own information storage, will all information in
the future be concentrated at one central point
from where it can be accessed by the key ac-
tors in the healthcare sector. Key actors on the
healthcare market should no longer be depen-
dent on other parties when they want to make a
decision (see section 4.1 for important decisions
that are taken on the sub-markets) but should
be able to access the required information at
each moment in time. This may help to solve
issues about information asymmetry and infor-
mation quality management may become much
simpler with the help of single protocols that
apply for all information that is stored in the
central database''. However, this new situa-
tion may also give rise to worries about the con-
fidentiality and security of information. Proper
authorization that regulates the accessibility of
information for the different parties in health-
care is for that reason a minimum requirement.
Health insurance companies should for exam-
ple not get access to production information
figures of healthcare providers, because that
would distort competition as it may strengthen

10This is especially valuable in case of competition were decisions are based on the performance of different

alternatives.

HThe central storage may be a physical data center or f.e. the cloud.



the position of health insurance companies dur-
ing the contracting process with the healthcare
providers. The same is true for all key actors
on the healthcare market. Each actor should

only get access to the information that is re-
quired for fair competition on the particular
sub-markets.

Healthcare providers

Health insurance
companies

<:> ( Information <:>

Patient

Dutch Government

Figure 4: New situation for the provision of information on the healthcare market

As mentioned in section 1 the provision of
sound and relevant information has two impor-
tant benefits

e It promotes fair competition in health-
care among healthcare providers and
health insurance companies

e It facilitates health insurance companies
in the execution of their new role in the
healthcare sector

However, procurement will only be effective
when a broad set of requirements is fulfilled.
Some requirements follow from competition
that should be facilitated by the use of health-
care procurement and some follow from the
new role of the health insurance companies in
the healthcare system. The following require-
ments for the procurement of health services
can be distinguished

e The KPIs that are used as a basis for the
procurement of health services should be
established in a transparent way.

e The KPIs that are used should be of
high quality (i.e. specific, measurable,

achievable, relevant and time bound) and
should lead to the provision of high qual-
ity information (i.e. information that
meets the quality criteria: transparency,
symmetry, completeness and reliability)
to the relevant actors.

e The set of KPIs that is used for the
procurement of health services should be
complete and in line with the goals for
the healthcare system as described in
the healthcare outline agreement. This
means the KPIs measure the perfor-
mance of the healthcare providers on a
complete set of goals from the point of
view of the key actors in the healthcare
sector'?. This is important, because the
KPIs that are used for the procurement
of health services determine the focus of
competition in healthcare.

e The performance figures of the healthcare
providers should be measured at the right
level of detail, in order to facilitate com-
petition on the relevant products. This
means that the performance is measured
at the level of the integrated care path-

12For accurate competition is required that the right information is available on the sub-markets for the rele-
vant key actors. Missing information cannot be used in the decision making process and automatically leads to

a sub-optimal decision making process.



ways as the patient is not interested in
the performance of an institution, but
in the performance of the products that
are delivered by the healthcare providers
(i.e. the treatment for a specific disease).
In addition, the integrated care pathways
are actually the level at which competi-
tion takes place.

e Key actors in the healthcare sector
should should agreed on the set of goals
that is defined for the healthcare system.
This may prevent resistance by any of the
key actors and guarantees accurate com-
petition.

e The performance based procurement of
health services should be executed in a
transparent way.

e Healthcare procurement should guaran-
tee the confidentiality of information by
the distribution of access rights among
actors on the healthcare market. These
rights should guarantee the access to the
relevant information for the relevant ac-
tors.

5 Conclusions and recom-
mendations

The main question for this research was formu-
lated as

How can healthcare procure-
ment help to restore information to
the healthcare market?

The research has shown that the provision of
sound and relevant information to the health-
care market is an essential requirement for fair
competition among healthcare providers. Per-
formance based healthcare procurement can be
seen as an ultimate means for restoring this in-
formation to the healthcare market. For the
purpose of effective healthcare procurement it
is important that a broad set of requirements
is fulfilled. Healthcare procurement may other-
wise lead to impoverish competition and distort
fair competition on the relevant goals'.

The initiatives in healthcare have the pur-
pose to reduce the cost and improve the effi-
ciency of health services. Although effective
procurement seems to facilitate fair competi-
tion, it will not necessary lead to the reduction
of cost and improvement of the efficiency of
treatments. According to section 3, although
the presence of sound and relevant information
is important, there are more preconditions that
should be fulfilled in order to enable fair com-
petition. This is ultimately demonstrated by
the situation around the services delivered by
dentist where the prices of services are released
since the start of 2012. The consequence was
that the prices of these services increased since
they are released. Several reasons can be dis-
tinguished. Firstly, there is no transparency
about the cost and quality of services deliv-
ered by dentists. This reduces the position of
the customer significantly and give dentists ex-
cessive market power'# (Vaartjes, 2012). Sec-
ondly, there is a shortage of qualified dentists
which causes an imbalance between supply and
demand on the healthcare market over a longer
term as there exist entry barriers'® that pre-
vent new entrants from entering the market.
This shows that there are different precondi-
tions that can be an obstacle for fair competi-
tion in healthcare. Additional regulations may
be required to resolve the different barriers.

There can be stated that procurement
seems to be an adequate means for restoring
information to the market as long as it fulfills
the requirements defined in section 4.2. The
provision of sound and relevant information is
one of the most important preconditions for fair
competition. However, it seems to be necessary
to adopt additional legislation to guarantee the
preconditions for competition.

5.1 Next steps

One should remark that, although competi-
tion may be an ultimate way to reduce the
cost and improve the efficiency of healthcare,
also some consequences of competition can be
expected that have a negative impact on the
performance of the healthcare system. Among
others, the following consequences can be dis-
tinguished

13Competition will be distorted when the wrong performance criteria are used. Competition will than focus
on the wrong aspects which may damage the core values of the healthcare system (accessibility, affordability,

robustness, quality etc.).
14 \Market power gives the possibility to settle prices.

15The main barrier for this particular market is the several years of education that is required before one can

become a dentist.

10



e increased mobility of customers and
healthcare employees

e increased concentration of health services

These consequences may have a negative im-
pact on the performance of the healthcare sys-
tem. The increased mobility of customers and
healthcare employees f.e. may not only be
a consequence of competition'® but is also a
precondition for fair competition (according to
section 3). Fair competition is not possible
when there exist mobility barriers in health-
care. Subsequently competition may lead to
specialization by healthcare providers. This
will lead to the concentration of healthcare
providers which may have a negative effect
on both the accessibility of health services in
sparsely populated areas as the innovative pres-
sure of healthcare providers. The performance
of the healthcare system may in that sense be
damaged as a consequence of the introduction
of competition.

More research is required on the likelihood
of the negative consequences and their impact
on the performance of the healthcare system.
Subsequently, it is required to get insight in
what effective policy measures or incentives are
available to cope with these negative conse-
quences and how these policy measures should
be implemented in order to effectively deal with
the consequences.

5.2 Final remarks

One should remark that this research does not
provide a blue print for the successful introduc-
tion of competition on the healthcare market
of any country. The situation in each coun-
try may be quite different, as the healthcare
market may be organized differently in most
countries'”. This will have consequences for
the cost and benefits of any economic organi-
zational form of the healthcare market in these
countries. However, this research shows what
obstacles might be expected by the introduc-
tion of competition on the healthcare market
and what important prerequisites should be
safeguarded when competition is introduced.
The final choice for the economic organi-
zational form of the healthcare market in any
country should be based on knowledge about
the benefits, cost and consequences of the or-
ganizational form on one hand and the presence

or ability to apply adequate regulations to deal
with these negative consequences on the other
hand.
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