
Toward Market oriented health care system

Experience from Netherlands & Singapore 

Health Care Systems 

Tengiz Verulava

Doctor of Medical Sciences

Professor at Ilia State University

Tengiz.verulava@iliauni.edu.ge



Two questions:

ÅShould health care services be publicly or 

privately funded?

ÅShould these services be publicly or privately 

provided?

The answers to these questions largely depend on 

whether one considers - health care a public or a 

private good?



Private & Public good

National security - public good & responsibility of

public sector

Cars and annual holidays - private goods &

individual responsibility, provided by private

sector



What about health sector?

ÅConsulting a doctor is a very personal matter;

ÅAccess to the health care because of his or her 

inability to pay, stirs deep emotions;

ÅHistorically, these is a subject of debates between the 

state and the private sector.



Public-private combinations

finance & provision of health care





Health Care Systems

All the Organization for Economic Cooperation and Development 
(OECD) countries (including Japan and South Korea) have opted for 

publicly financed health care systemsthat provide universal coverage.

Reason:

Equity;
Fairness;
Solidarity

Exception Bismarck Model                Beverage Model

The United States relies heavily on the private sector to 
finance health care



Problems in Publicly financed 

health care systems

ÂInsufficient government resources

ÂRising health care costs

ÂPoor performance, waiting lists, 
rationing, restrictions on

physician choice, lack of access to 
modern medical technology

ÂState-run institutions are notoriously 
bureaucratic



Publicly financed health care systems

towards market-oriented system

ñThe presumption of public primacy is being reassessed.ò

Richard Saltman and Josep Figueras, World Health Organization

ñWe should start to explore the power of the market as a way of 
achieving much better value for moneyò.

Pat Cox

Former president of the European Parliament



Publicly financed health care systems

towards market-oriented system

Growing trend to move away from centralized government control and introduce

more market-oriented features:

ÂPrivate sector involvement in health care provision and financing to improve systems 
efficiency;

ÂIncorporate market mechanisms such as:
Âcompetition among insurers and providers, 

Âcost sharing, 

Âmarket prices of goods and services, 

Âconsumer choice



Most market-oriented, competitive  

health care systems

ÂUSA (Tax, Insurance)

ÂSwitzerland, (Insurance)

ÂNetherlands (Insurance)

ÂSingapore (Mixed model - Tax, Insurance and Savings)

Other countries:

Australia, Belgium, Chile, Colombia, Czech Republic, Germany, 
Ireland, Israel, Netherlands, Slovakia, South Africa



USA towards publicly financed system 

Publicly financed systems towards market-oriented system

Thus, even as Americans debate adopting a government-run 
system, countries with those systems are debating how to 
make their systems look more like that of the United States.



Managed competition

Managed competition leaves the provision of health care in private hands but within an 

artificial marketplace run under strict government control and regulation.

Key elements:

Å Mandate for everyone purchase private insurance from a private insurer;

Å Individuals have a choice of insurers & providers; 

Å Government sets a standard benefits package; 

Å Insurers may compete on price, cost sharing, and additional benefits.

Å Netherlands & Switzerland 

Å Georgia (some similarities before 2010)



Why competitive 
market?

Do markets require 
regulation?

Key questions in 

Health Care Market



Why competitive market?

Consumer choice - any providers, insurers andbenefits

Insurers Choice ïany providers, selectively contracts

Providers Choice ïInsurers, agreement contracts 

Choice

Consumer Insurers Providers



Multiple VS Single-Payer System

Consumer choice - any providers, insurers andbenefits

Insurers Choice ïany providers, selectively contracts

Providers Choice ïInsurers, agreement contracts 

Multiple VS Single-Payer System

Choose

Consumer

Insurer

Providers

Multiple Payer 

System

Insurer

Insurer



Private health care providers VS 

State health care providers 

Consumer choice - any providers, insurers andbenefits

Insurers Choice ïany providers, selectively contracts

Providers Choice ïInsurers, agreement contracts 

Multiple VS Single-Payer System

Private health care providers VS State health care providers

Choose

Consumer

Insurer
Private

Providers

Multiple Payer 

System

Insurer

Insurer

Private Health Care 

Providers



Competition in health care market ï

Price, Quality

Consumer choice - any providers, insurers andbenefits

Insurers Choice ïany providers, selectively contracts

Providers Choice ïInsurers, agreement contracts 

Multiple VS Single-Payer System

Private health care providers VS State health care providers

Competition in health care market ïprice, quality, Additional package

Choose

Consumer

Insurer
Private
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Information, Transparency (price, qualityé)

Consumer choice - any providers, insurers andbenefits

Insurers Choice ïany providers, selectively contracts

Providers Choice ïInsurers, agreement contracts 

Multiple VS Single-Payer System

Private health care providers VS State health care providers

Competition in health care market ïprice, quality, Additional package

Information, Transparency (price, qualityé)

Choose

Consumer

Insurer
Private

Providers

Multiple Payer 

System

Insurer

Insurer

Private Health 

Care Providers

Price, Quality, 

Additional package

Information, 

Transparency
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Competitive health care markets

Health care providers

patient

Insurers selectively contract hospitals

Insurers

1000 $

Consumers choose between competing insurers

Negotiations between 
insurers and hospital

1050 $ 1100 $ 1005 $
Price, quality, 

Additional package

competition

Increase quality,

Decrease costs  

lower rates of 

adverse health 

outcomes



Competitive market

A competitive market in which the allocation and 

price-setting are determined in principle by the 

market



A competitive market in which the allocation and prices-etting are 

determined in principle by the market, but where government 

implements a regulatory framework to achieve affordable health 

insurance and an efficient functioning of the market

Managed competition ï

Netherlands health care reforms (2006)



Why government?

Managed competition ï

Netherlands health care reforms (2006)



Why competitive 
market?

Do markets require 
regulation?

Key questions in 

Health Care Market



A perfect market



A perfect market



A perfect market

Complete market



A perfect market

Complete market

There are many sellers 

and many buyers
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and many buyers

All sellers and buyers are 

well informed



A perfect market

Complete market

There are many sellers 

and many buyers

The goods sold only 

benefit the individual 

consumer

All sellers and buyers are 

well informed



Is Health Care perfect Market?

Complete market

There are many sellers 

and many buyers

The good sold only 

benefits the individual 

consumer

All sellers and buyers are 

well informed


