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Abstract t 

Background:: There is a growing awareness that there should be a 
publicc health perspective to health system governance. Its intrin-
sicc population health orientation provides the ultimate ground for 
determiningg the health needs and governing collaborative care ar-
rangementss within which these needs can be met. Notwithstand-
ingg differences across countries, population health concerns are not 
centrall  to European health reforms. Governments currently with-
draww leaving governance roles to care providers and/or financiers. 
Thereby,, incentives that trigger the uptake of a public health per-
spectivee are often ignored. 

Methods:: In this study we addressed this issue in the city of Am-
sterdam.. Using a qualitative study design, we explored whether 
theree is a public health perspective to the governance practices of 
thee municipality and the major sickness fund in Amsterdam. And if 
so,, what the scope of this perspective is. And if not, why not. 
Results:: Findings indicate that the municipality has a public health 
perspectivee to local health system governance, but its scope is limit -

Locall  health systems 
inn the 21st century: 
whoo cares? 
Ann exploratory study on 
healthh system governance 
inn Amsterdam 
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ed.. The municipality facilitates rather than governs health care pro-
visionn in Amsterdam. Furthermore, the sickness fund runs major 
financiall  risks when adapting a public health perspective. It covers 
ann insured population that partly overlaps the Amsterdam popula-
tion.. Returns on investments in population health are therefore 
uncertain,, as competitors would also profit from the sickness fund's 
investments. . 

Conclusion:: the local health system in Amsterdam is not consis-
tentlyy aligned to the health needs of the Amsterdam population. 
Thee Amsterdam case is not unique and general consequences for 
locall  health system governance are discussed. 

Introduction n 

Thee 'performance crisis' in healthcare invoked the World Health 
Organisationn ( W H O) to reemphasise the potential of public health 
inn directing health systems [iJ.This renewed interest is also articu-
latedd in the 'new public health' agenda [2-4]. Public health should 
bee broadly defined as the 'collective action for sustained population-
widee health improvement' [5]. Derived from this definition, leading 
thee entire health system and ensuring collaborative action are des-
ignatedd public health functions. The former is aligning the policies 
andd services within a health system to the needs, beliefs and values 
off  the entire population it is considered to serve. The latter en-
suress collaborative arrangements across sectors in which these needs 
cann be met. Both functions should be incorporated in governance 
practicess [6-8]. It would foster more rational, effective, efficient, 
responsivee and equitable health systems -at least in theory. Gover-
nancee refers to decision-making processes in public administration 
orr within organizations. Its main functions are formulating strate-
gicc policy direction, generation of intelligence, exerting influence 
throughh regulation and ensuring accountability [9]. It takes place 
att different levels (national, regional, local) and can encompass the 
healthh system as a whole (i.e. 'Stewardship') or the healthcare sector 
onlyy [1,10]. 
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Notwithstandingg a growing awareness of the importance of a public 
healthh perspective as put forward by the 'new public health', this is 
nott obvious in European governance practices. National govern-
mentss currently take up a supervisory role and deregulate in order to 
facilitatee entrepreneurial behaviour [11,12]. Care providers and/or 
financierss such as primary care trusts in England or sickness funds 
inn Germany and The Netherlands are considered to purchase health 
andd healthcare services [13-16]. The question is whether these non-
governmentall  actors wil l do this from a public health perspective 
andd whether the scope of their practices would be broad enough 
[17].. If not, European reforms may fail to realign health systems to 
thee needs of their populations. The relevance of this issue can be il -
lustratedd by the current situation in The Netherlands. 

Thee Dutch health system is designed into four sectors (see figure 
4.1),, which are regulated and financed through a mixture of private 
andd public insurance schemes, and municipal budgets [18,19]. Con-
sequently,, no single actor is responsible for aligning the health sys-
temm towards population health and initiate collaborative arrange-
ments.. Municipalities have the statutory responsibility to govern the 
publicc health and social care sector. Sickness funds are responsible 
forr governing the acute and long-term care sectors (i.e. healthcare). 
Unlesss municipalities and sickness funds collaborate, there is no 
guaranteee that Dutch local health systems are coherently governed 
fromm a public health perspective. 

Wee explored the situation in the city of Amsterdam where the 
municipalityy and Agis (the sickness fund with the largest market 
share)) govern the local health system. We interpreted whether a 
publicc health perspective is reflected in their practices. The fol-
lowingg research questions have been addressed: 1) Is there a public 
healthh perspective to the local health system governance practices of 
thee municipality of Amsterdam and Agis? 2) If so, what is the scope 
off  this public health perspective? 3) If not, why not? 
Thee Amsterdam context is interesting in this regard. The city has 
thee oldest and one of the largest Municipal Health Services of the 
Netherlands.. Since its foundation in 1901, this service has planned, 
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Figur ee 4.1: The fou r sector s in the Dutc h healt h syste m 
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supportedd and provided local health(care) services as a delegate of 
thee Amsterdam city council [20]. Furthermore, Agis and its prede-
cessorss traditionally had a community orientation and were engaged 
inn governing healthcare in Amsterdam [21]. Foremost, the system is 
increasinglyy under pressure. This is fairly due to the large, divers and 
complexx health needs of the Amsterdam population [22]. Another 
pressuree comes from the high degree of urbanisation, which brings 
alongg a large number of providers in a dense area. Consequently, it 
iss difficult to organise a continuum of service delivery. This is com-
poundedd by the foreseen shortages in the professional workforce 
[23,24].. So, the urge to redirect the health system of Amsterdam 
iss high. As such, the embodiment of both public health functions 
seemss warranted, but also fertile given the history and tradition of 
bothh organisations. 
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Methods s 

DataData collection 
Ann exploratory, qualitative study was considered appropriate be-
causee the intent was to interpret the perspectives of the municipality 
andd Agis. As the former is a public organisation, we could easily 
retrievee data from municipal documents and by attending public 
debates.. The documents were downloaded from Internet sites (i.e. 
thee City Council, the Municipal Health Service and the Societal 
Developmentt Service in Amsterdam) and collected via public of-
ficials.. Selected documents included official policy reports, working 
documents,, research and discussion papers, and minutes of confer-
encess (appendix 4.1). Public debates on local health policy were 
heldd in the light of the 2002 city council elections and on the local 
healthh policy plan released in December 2003. These debates were 
attendedd by citizens, professionals, executives of Agis, public of-
ficialss and local politicians. We observed these debates and made 
notess of relevant notions. In addition, we obtained the minutes that 
weree made of these debates. 

Too obtain a deeper insight in the perspective of Agis, we conduct-
edd semi-structured interviews with 10 executives of Agis selected 
'purposively'' for their position in the organisation (appendix 4.2). 
Inn 2003 two interviewers interviewed them at their places of work 
usingg an interview guide, which was developed around the research 
questionss (appendix 4.3). During the interviews, the guide was used 
inn an informal and flexible way to prevent the interviewers from 
imposingg their own preconceptions. The interviews took approxi-
matelyy one and half hour each, were recorded and later transcribed. 

DataData analysis 
Thee data were analysed against the concept of'community-based 
integratedd care' [8]. We used this concept to operationalise the 
aforementionedd public health perspective. It falls apart into 'com-
munity-basedd care' and 'integrated care'. The former term was de-
finedd as a health system that is governed on the basis of community 

69 9 



healthh needs and is responsive to the beliefs, preferences and so-
cietall  values of residents who can participate in the policy mak-
ingg processes. The latter term generally means bringing together 
inputs,, delivery, management and organization of services related 
too diagnosis, treatment, care, rehabilitation and health promotion. 
[6] .. We narrowed this definition down to the consistent exercise of 
authorityy to ensure collaborative action across the four health care 
sectors.. With these definitions in mind, one researcher coded the 
transcriptss and documents. 

Too validate the analysis, we used different strategies. First, we 
triedd to verify crucial findings in all three data sources. Second, we 
solicitedd feedback from the three key respondents of Agis and one 
seniorr official of the Municipal Health Service. Third, the research 
teamm monitored the data collection, analysis and emerging findings 
(peerr review). Last, the emerging findings were contrasted with the 
literature. . 

Results s 

TheThe perspective of the municipality 
Thee municipal perspective was on facilitating rather than on gov-
erningg health care provision. The municipality held a public health 
perspective,, but did not use it to really govern the health system. 
Thee starting point is that a community orientation was intrinsic to 
thee municipality. A municipality is by definition responsible for a 
geographicallyy defined community [25]. Logically, the collection 
andd use of community information in policy making was visible 
throughoutt the documents. Policies were prioritised and developed 
onn the basis of community information. This was illustrated in the 
Healthyy Living in Healthy Amsterdam memorandum: 

'Two'Two basic choices are made in the memorandum. First of all, that 
thethe state of health of the Amsterdam population is the basis for setting 
priorities,priorities, policy proposals and interventions. And, in the second place, 
thatthat the course of peoples lives is to be the focus.' [a] 

Thiss community orientation enabled the determination of care gaps 
betweenn the four sectors. In various documents, incoherence in 
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thee supply of services was highlighted as a major issue. Exemplify-
ingg was the need for coherence between housing, long-term care 
andd social care. Owing to the deinstitutionalisation of elderly ser-
vices,, the need for tailored elderly services at home is increasing. As 
responsibilitiess for planning, organising, financing, and providing 
thesee services are divided over numerous actors, the need for coordi-
nationn is high [b-d]. Similar problems were also recognised in other 
fieldss such as youth care, emergency mental health care, and support 
facilitiess for vulnerable groups [e-i]. 

Still ,, the municipality was cautious in governing health care and 
resolvee the identified problems. This was motivated by the lack of 
power,, means and resources. This was also observed during the pub-
licc debates. Local politicians explicitly rejected a more leading role 
forr the municipality in healthcare. Consequently, municipal activi-
tiess strongly reflected the municipal statutory duties in healthcare. 

'Municipalities'Municipalities have a limited influence on care; municipalities have 
nono powers over the parties in the care sector. (...) Responsibility for the 
rangerange of options, quality and funding of health facilities does, after all, 
restrest with the care insurer, while the care providers are responsible for the 
implementation.implementation. In the sense of indirect facilitation the municipality 
cancan assert its influence by assuming a director's role.' [a]. 

However,, three types of activities could be identified that seize 
uponn municipal responsibilities and aim at creating more coher-
encee in healthcare governance. First, the municipality was bring-
ingg together relevant actors (e.g. providers, sickness funds, housing 
associations,, district authorities). Various collaborations could be 
identified.. Most of them were focused on specific fields such as 
elderlyy care and acute psychiatric care [b,d,g]. One collaborative 
hadd a more general focus. The municipality, Agis and the province 
off  North-Holland have signed a letter-of-intent with the aim to 
intensifyy the collaboration and mutual alignment [jj . 

Second,, the municipality planned to integrate community infor-
mationn needed for a consistent governance of healthcare services 
[a,s].. A monitoring system was set up to explore emerging gaps in 
thee supply of health services. Thereby, a specific focus was on moni-
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toringg shortages in the professional workforce and on elderly care 
needss [t] . Even so, relevant community health information would 
bee made available and accessible in such a way that providers, finan-
cierss and users can better align their plans, demands and needs. 

Third,, initiatives were focused on the municipal organisation it-
self.. In Amsterdam, the municipality is organised into one central 
authorityy and 14 district authorities. Managing this organisation 
meantt making agreements on centralising or decentralising finan-
cial,, regulatory, planning and/or executive responsibilities. These 
agreementss were made as past experiences had learned that the 
collaborationn between central and district authorities could be im-
provedd [r] . Therefore, it was officially recorded in the manage-
mentt agreement 2002-2006 how central and district authorities 
shouldd collaborate and on what selected fields [o]. It was decided to 
decentralisee the financing and planning of parental-child Centres 
(youthh care) and elderly care, and to centralise all responsibilities for 
supportt structures for drugs addicts, the homeless and psychiatric 
patients.. By doing this the municipality aimed at a more consistent 
andd coherent municipal involvement. 

TheThe perspective ofAgis 
Centrall  in the respondents' rationale was that Agis' perspective is 
relativee to the strategies of competitors. Competing sickness funds 
havee to distinguish from each other to attract insured. Sickness 
fundss can do this by following a 'cost-leadership' or a 'differen-
tiation'' strategy. In the former, a sickness fund sets out to offer the 
lowestt premium. In the latter, a sickness fund seeks to be unique 
alongg some dimensions widely valued by the insured [26]. Only 
thee 'differentiation' strategy wil l lead to strategic purchasing sick-
nesss funds. The funds opting for a 'cost leadership strategy' have as 
aa consequence no interest in governing healthcare. Following this 
rationale,, respondents believed that Agis has no alternative than to 
differentiatee and to become a proactive purchaser of healthcare in 
Amsterdam.. They gave two arguments. First, the insured popula-
tionn was too expensive as it consumes more care than those of com-
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petitors.. Respondents attributed this to the large number of insured 
residingg in three large cities. 

'We'We have to recognise that our business is established in one of the most 
expensiveexpensive regions of The Netherlands. We are seated in three large 
cities:cities: Amersfoort, Utrecht and Amsterdam. (...) So, if we are going to 
competecompete on premium, we will  not make it.' (respondent 4) 

Peoplee living in urbanised areas commonly consume more care than 
peoplee living in rural areas [27].This seems to be caused by an over-
demandd rather than an over-need. This raised the question whether 
Agiss could reduce over-demand of its insured population by im-
provingg its purchasing function. The Dutch government enforces 
thiss approach but the respondents were pessimistic. 

'See'See the difficulties we have to close down a small hospital in Am-
sterdam.sterdam. We did not get the means. (...) We have done everything to 
downsizedownsize the supply of healthcare in Amsterdam, but it did not work. 
WeWe do not have control, (respondent 6) 

Thiss issue touches on the debate in the literature concerning the 
systemm of risk adjustment formulae set to redistribute premiums 
[28,29].. The respondents argued that these formulae should con-
tainn a comprehensive measure of'degree of urbanisation', while it 
wouldd compensate Agis for its expensive population. So far, the 
Dutchh government has not changed the formulae leaving Agis with 
insufficientt revenues. 

Second,, several competitors are part of large alliances that sell 
otherr financial products such as life and income insurances, and 
bankingg services. These alliances represent enormous capital and 
economicc power, which gives them the competitive advantage to 
compensatee losses over a longer period. [30] The limited economic 
reservess due to the high cost structure of Agis (i.e. extra costs result-
ingg from merging three sickness funds, investments in information 
technology)) would not allow such a strategy. 

'We'We do not want to be the most expensive sickness fund. We want to 
bebe an average sickness fund. (...) But this implies that we have to curb 
ourour expenditures. We have limited economic reserves relative to our 
competitors.competitors. This means that we cannot compensate. Competitors can 
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carrycarry on longer and postpone passing on premium increases by eating 
intointo their capital. Furthermore, it is very difficult for us to influence our 
cost-structure.'cost-structure.' (respondent 2) 

Forr both reasons, Agis had to raise the flat-rate contribution boost-
ingg the premium one of the highest in the Netherlands [31]. This 
restrictss Agis' opportunities to follow a cost-leadership strategy ex-
plainingg its initial willingness to differentiate. 

However,, respondents doubted the practicability of a differentia-
tionn strategy. They emphasised the irrationality of a public health 
perspectivee and pinpointed two problems. First, Agis had no inter-
estt in targeting healthcare to the needs of the Amsterdam popula-
tion.. Agis has been responsible for another population. 

'We'We do not represent public interests! We represent our customers. As 
wewe are market leader in several regions in The Netherlands with some 
otherother insurers, people start confusing our market leadership with rep-
resentingresenting public 'interests.' (respondent 1) 

Second,, Agis was oriented towards reimbursing healthcare costs 
madee by groups of individuals rather than maintaining the health 
off  its insured. This individual health orientation was best illustrated 
byy the reluctance to purchase individual preventive services. Re-
spondentss considered the business case for health promotion rather 
weak.. The returns on investment in contracting these services are 
tooo uncertain. 

'Prevention'Prevention is problematic as the evidence base is rather weak and 
insuredinsured can change every year of sickness fund. Then, you risk invest-
ingfingf 've years in prevention and after the sixth year the client leaves 

forfor another sickness fund.' (respondent 1) 

Nevertheless,, the substantial market share of Agis in Amsterdam 
andd the felt need to compete on differentiation require a regional 
orientation.. Respondents considered such an orientation crucial for 
organisingg a successful purchasing function. Agis needs to build and 
maintainn relationships with local providers and professionals as well 
ass to know the Amsterdam culture and circumstances. 

'The'The supply of health services has to respond to the demands of pa-
tients.tients. Not the other way around. This implies that you need to have 
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regionalregional expertise and knowledge on how the local health system is 
workingworking and addresses those demands. (...) Our statement is that in 
thethe regions where you have many insured, you have to develop regional 
expertiseexpertise and know how.' (respondent 4) 

Thiss quote suggests that Agis would initiate and ensure collabora-
tivee arrangements across sectors, at least for their insured residing 
inn Amsterdam. Al l respondents were affirmative, but also explained 
thatt the current context inhibits the uptake. The respondents iden-
tifiedd four major stumbling blocks. First, there is limited room for 
discretionn in purchasing health services, as there is a scarcity in the 
supplyy of health services. Second, adequate information is margin-
allyy available in order to identify best practices. Third, respondents 
consideredd cultural change among providers and professionals cru-
cial,, as they must accept, support, and even facilitate differentiat-
ingg sickness funds. Professionals have to comply with value based 
contractss as well as multiple benefit packages of patients. Fourth, 
thee current context does not prevent free riding competitors who 
mayy profit from Agis' investments in healthcare provision in Am-
sterdam.. So, respondents consider strategic purchasing currently 
impossible. . 

Discussion n 

Too overcome the 'performance crises' of European health systems, 
governancee practices should incorporate two core public health func-
tions:: targeting the system towards population health and ensuring 
collaborativee action across sectors [5,8]. It is a continuous challenge 
too elevate both designated public health functions in policy consid-
erationss [32]. Notwithstanding considerable differences in the exact 
implementationn of health policies and the context in which reforms 
takee place (e.g. Bismarck or Beveridge), there is a converging trend 
amongg European governments towards introducing market-mech-
anismss and devolving health system governance responsibilities to 
non-governmentall  agents. Still, this planned market approach does 
nott dismiss governments from their public accountability [11]. It is 
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doubtedd whether governments are fully aware of that. Their focus 
seemss to be mostly on cost control rather than on population health 
considerationss [33,34]. 

Thee explorative findings of this study support this notion. In the 
cityy of Amsterdam, there seems to exist a vacuum in the governance 
off  the local health system, including healthcare. The municipality 
holdss a public health perspective, but its scope is limited. Agis, the 
majorr sickness funds in Amsterdam, runs major financial risks when 
adaptingg a public health perspective. Consequently, both leading 
actorss are cautious in targeting the system towards the Amsterdam 
populationn health needs and enforce collaborative action across sec-
torss in which those needs can be met. This is not an ideological 
problemm but primarily a practical one, as both actors are willin g but 
unable. . 

Owingg to the exploratory nature, the data sources used and its 
contextuall  imperative, the transportability of the findings is limited. 
Moreover,, we just explored the governance practice of one sickness 
fundd in Amsterdam, thereby ignoring the practices of others. How-
ever,, the vacuum in health system governance is noticed and report-
edd elsewhere in The Netherlands and in other European countries 
[17,35].. This suggests that the findings have a broader scope than 
justt Amsterdam. They provide some general notions concerning the 
incorporationn of a public health perspective in health system gover-
nancee practices. 

First,, the principal challenge is to fil l the vacuum in governance. 
I tt is recognised that this can only be done by bringing together 
governments,, financiers and providers in formal structures with 
clearr lines of responsibilities and tasks. Health systems increasingly 
havee to be governed through networks rather than bureaucratic 
hierarchiess [11,25]. ^n Amsterdam this sort of shared governance 
iss recognised. For example, successful collaboration has emerged 
too ensure an integrated delivery of acute psychiatric care and to 
integratee housing, long-term and social care. However, shared gov-
ernancee has its limitations. Collaboration only emerges in selected 
fieldd where interests converge and where a significant volume of 
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caree must be purchased. This implies that some care gaps wil l be re-
solvedd and others not. Owing to the dynamics in the Dutch system, 
itt is unclear what fields wil l be selected. The impression is that the 
municipalityy and the sickness fund stay stick to their responsibilities 
andd duties, thereby decreasing the opportunities for coherent gov-
ernancee of the local health system in Amsterdam. This is influenced 
byy the uncertainties concerning the forthcoming Health Insurance 
Actt and the Social Support Act [36,37]. Both devolve responsibili-
tiess to sickness funds and municipalities, but their practical impli-
cationss are unclear. Second, incentives structures should be made 
moree supportive. Governmental bodies, financiers and providers 
shouldd be triggered to contribute to the ultimate goal of population 
health.. Therefore, population outcome measures should be devel-
opedd and rewarded for [38-41]. Finally, elevating a public health 
perspectivee in health system governance only succeeds when public 
healthh experts are engaged and determined to influence governance 
practices.. This is a comprehensive challenge because the existing 
publicc health workforce is not well prepared for this task [5,32]. 

Thee aforementioned notions are based on the assumption that regu-
latedd competition wil l dominate health system governance the com-
ingg decade. The point of no return seems to have passed in many 
Europeann health system reforms implying that the 'windows of op-
portunity'' for a fundamental discussion on this topic are limited. Still, 
itt is important to pragmatically discuss this issue once again. There 
aree services that can be perfectly provided in a competitive environ-
mentt (i.e. those services for which there is a clear-cut business case). 
But,, there are also services lacking such a business case (e.g. emer-
gencyy care, prevention, chronic care) and should therefore not be left 
too the market. This is primarily a political choice that politicians and 
policymakerss should be willin g to make. If not, fillin g the vacuum in 
healthh system governance wil l heavily rely on the willingness and vi-
sionn of the actors involved. When the system does not engage them, 
nobodyy wil l care for health systems in the 21st century. 
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Appendixx 4.2 Respondents of Agis 

Respondentt 1 Member of the Board of Directors 

22 Head Strategic Management Staff Department 

33 Consultant Innovation Purchasing / R&D 

44 Regional Account manager Amsterdam 

55 Head Purchasing Long-term Care 

66 Head R & D 

77 Head Marketing 

88 Head Client Service 

99 Medical Consultant 

100 Head Purchasing Acute (curative) Care 
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Appendixx 4.3 Topic list interviews key executives Agis 

Generall  objectives 
—— To explore the perceptions of Agis key executives concerning strategic 

purchasing. . 
—— To explore the perceptions of Agis key executives concerning the Dutch 

healthh system reforms. 
Introduction n 

—— Introduce researchers and study; confidentiality; research procedure 
1.. Personal characteristics and background 
—— Sure name, sexe, function 
—— Background, work experience, education 
2.. What does strategic purchasing mean to you? 
—— What instruments do you want to use? 
—— Feedback process and performance indicators (benchmarking) 
—— Availability of steering information 
—— Expected benefits 
—— What type financial incentives? 
—— What type of contracts? 
—— What sort of production agreements do you expect to make? 
—— Can Agis easily meet its obligations to the health care providers? 
—— How do you balance the tension between quality of care and cost control? 
3.. How do you perceive a governing role of Agis in the city of Amsterdam? 
—— Is Agis willin g to govern health care and to strategically purchase health 

care?? (motivation) 
—— What perspectives on this theme are visible within Agis? 
—— How would other actors perceive a stronger governance role of Agis? 
—— Is such a role feasible? 
4.. To what extent can Agis assure strategic purchasing of health care in 

Amsterdam? ? 
—— Organising the strategic purchasing function 
—— Strategic mission (public health perspective; competition strategy) 
—— Internal organisation of Agis (link between divisions; IT) 
5.. What do you expect from the Dutch health system reforms? 
—— Are the health reforms necessary in order to take up a governance role in 

healthh care? 
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