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A Living Model Of Managed Competition:
A Conversation With Dutch Health Minister
Ab Klink
The Dutch government’s centrist approach to health reform with an
individual insurance mandate could provide another model for U.S.
reform efforts.

by Alain Enthoven

ABSTRACT: As of 2006, the Netherlands requires all citizens to buy a standard package of
health benefits from private insurers. The government subsidizes premiums for those with
low incomes and requires insurers to accept all purchasers. This mixed private-public ap-
proach to universal coverage has emerged as a potential reform model for the United
States. In this November 2007 interview, Dutch health minister Ab Klink discussed his
country’s system with Alain Enthoven. Enthoven is one of the chief architects of the “man-
aged competition” model that laid the groundwork for the Clinton administration reform
proposal in the 1990s and pending legislation in the Senate, as well as the current Dutch
approach. [Health Affairs 27, no. 3 (2008): w196–w203 (published online 8 April 2008;
10.1377/hlthaff.27.3.w196)]

Alain Enthoven: Let me begin by thanking
you on behalf of the readers of Health Affairs for
agreeing to this interview. Health Affairs is our
premier journal of health policy, and this week
we’re celebrating its twenty-fifth anniversary.
It’s widely read by members of Congress and
other health policymakers.

First, let me ask you about the Dekker
Commission in the 1980s, an independent
group appointed by the Dutch government,
which was so influential in giving a new direc-
tion to Dutch health insurance policy. My good
friend, Professor Wynand van de Ven of Eras-
mus University, wrote, “There was dissatisfac-
tion with the results of the previous top-down
regulatory approach to healthcare.” Can you

describe some aspects of the regulatory system
that led to this dissatisfaction? What criti-
cisms did Dekker make?
Ab Klink: Well, let me first say that I know
Mr. van de Ven well. He was part of a commis-
sion that involved the Christian Democratic
Party in the late 1990s, and actually the report
we made within the Christian Democratic
Party became the cornerstone of our election
program. This election program was the cor-
nerstone for the program of the government of
Christian Democrats and Liberals. So it’s the
basis of the reforms that we made.

In the 1980s the Netherlands had an eco-
nomic crisis, which had started in the 1970s. In
those days the government tried to regulate
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the health care system in order to ration health
care and to lower the costs. That’s why the
government more and more set the prices and
the budgets. For a while it worked, but in the
1980s we had the Dekker Commission, which
said you have to reform and get more competi-
tion, especially by giving people more insight
into the development of premiums and costs of
care. Some of the Dekker proposals were later
implemented in the health care system. For in-
stance, we had a premium that was, for the
greater part, income-related, but on top of it
we introduced a flat-rate premium associated
with each insurance company. There you could
see the differences between the insurance
companies and whether they were efficient or
not. But it was too little, to be honest, so we
had to do a more fundamental reform.

There were many plans and ideas in the
1990s. In the beginning of the 1990s we tried to
make this major shift, but there was big ten-
sion between the Christian Democrats and the
Social Democrats, because in those days we
had a Social Democratic secretary of state for
health affairs, who wanted to give a more pub-
lic character to the reform. As the Christian
Democrats didn’t want it, it collapsed. At the
end of the 1990s and the beginning of the
2000s, you saw another problem, not only a
budgetary problem, but also a shortage of la-
bor. Then we started to realize that we had to
reinvent our system in order to make it more
cost-effective and more innovative, because we
had to beat Baumol. [Editor’s note: This refer-
ence is explained below.]

At that moment, thinking about reform
started all over again. We had the experiences
of the 1990s, we had the experiences of Dekker
in the 1980s, and all the political parties
formed their opinions about health care re-
form that had to be made. When we got the
Christian Democrat and Liberal coalition, they
took the new program. My predecessor, Hans
Hoogervorst, made fundamental steps to in-
troduce the new Health Insurance Act in the
former cabinet. It was actually a reform cabi-
net, oriented to the aging of society.
Enthoven: I see.
Klink: It was quite important, because we had

to reform the pension system. We had to re-
form our social security and health care sys-
tems to be more innovative, to get more people
in the labor market, and to curb what we saw
as a real danger: the shortage of labor. At the
beginning of 2000 we had enough money in
Holland; economic growth was sky high. On
the other hand, we saw this shortage of labor.
These two areas caused friction; you could be
sure that within a couple of years, we would
have this incidental problem that would be-
come structural because we are running out of
the labor force, and people are aging. And,
well, if we have enough money but no people
who work in the hospitals, then we will have
these high prices. So we have to be innovative
to beat Baumol.
Enthoven: Let me explain for readers who
might not be familiar. “Baumol” refers to the fa-
mous economics professor Will Baumol of
Princeton, who predicted that the cost of ser-
vices would inexorably rise with real incomes
because there could be no productivity im-
provement in the services industry. The cost of
a performance of Beethoven’s Fifth Symphony
with a full symphony orchestra would increase
with incomes. Same for a fifteen-minute doc-
tor office visit. That’s what you are talking
about when you refer to beating Baumol’s pre-
diction.

Now, back to Dekker. Before Dekker could
be implemented, it was necessary to develop
adequate systems of risk equalization, product
classification, medical pricing, and outcome
and quality measurement. I find it very im-
pressive that the Dutch government could sus-
tain this intellectual effort over almost twenty
years from Dekker to 2006. Is this because of
the power of the political center in Dutch poli-
tics? We just can’t do that in this country. You
know, in the U.S. we lurch from one side to the
other. This seems to me like a very centrist
development.
Klink: Yes, in certain ways, political parties are
important. Let me give you an impression of
how it works from my point of view. I was not
in the administration in those times. I was
working for a political party—the Christian
Democrats. We made a report with Mr. van de
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Ven and others, and when we published it,
only two journalists were interested in the
stuff. It’s quite complex, and we were in the
opposition—I think these are the two major
reasons why it was not a hot issue. We revis-
ited some of the ideas of Dekker. It’s a universal
rule that being right at the wrong time is also
not right. And I think that’s true, because I
think that Dekker was quite ahead of its time
with the risk equalization, etc.

But at the end of the 1990s, we became
aware in the Netherlands that
the budgetary system for
health services wouldn’t
work anymore. It was far too
regulatory, because the gov-
ernment fixed all the prices.
We became aware that it
blocked innovation. Then it
became part of the reform
cabinet, and there you are
right. It was because two big
parties, Christian Democrats and Liberals—
centrist parties—dared to direct the political
agenda toward the future, 2040, when the ag-
ing of society would come to us. There was a
lot of opposition within society, and there was
a lot of pressure on the centrist parties from
the left and right wings. But still the two par-
ties were convinced that it had to be done. It’s
important to have centrist parties that are
aware that they don’t exist just to win elec-
tions, but also have to solve problems in soci-
ety. And I think that’s a major characteristic of
the coalition cabinets we had in the twentieth
century, and now in the twenty-first. The cur-
rent administration in the Netherlands is the
fifth since 2001, and all of them have built
further on the fundamental of managed com-
petition within public guarantees.

So, I agree with you. You have to have an
agenda that is directed to the future. You have
to dare to implement some reforms that are
not popular, and you need to have some cen-
trist parties that are stable.

The Dutch Competition Model
Enthoven: Tell me more about what you hope
to achieve with the competition model.

Klink: Competition now is especially at the
level of the insurance companies. Still, many of
the prices for care are fixed by the Dutch gov-
ernment. What we are trying to do in the com-
ing years is to free prices, on the one hand, and
to make insurance policies transparent, so that
these two issues form pillars of the competi-
tion that we want to achieve.
Enthoven: When I gave a lecture at Erasmus
University in Rotterdam, they asked me what I
thought about the 2006 law. I said that there

needs to be competition at
the level of delivery systems,
where most of the money is
spent and where the out-
comes are determined. What
are your thoughts about how
to make the transition to
competing delivery systems?
Klink: It’s the next step in our
agenda. The two things that I
mentioned are quite impor-

tant. You have to liberalize prices, because
they are fixed now. We have liberalized them
now 10 or 20 percent, and the first indications
are that the growth in prices is slowing down
compared to the prices that were set by gov-
ernment. It gives us some hope that if we liber-
alize this market on cost-effectiveness, it will
work. On the other hand, we don’t want insur-
ance companies to compete only on costs and
prices. We want quality measures and trans-
parency incorporated in it—also with the con-
viction that quality, in the end, is cost-effec-
tive. I’m quite sure of this, and many doctors
and specialists say the same.
Enthoven: Are you seeing desirable delivery
system innovations now, or is it too soon to
tell? Are any of the insurance companies build-
ing primary care?
Klink: Yes. They are trying to do it, and, in fact,
there is some innovation. For example, one
hospital is working with IT [information tech-
nology] and with telemonitoring to save time,
and it’s cost-effective. I think that’s good. I vis-
ited Philips Medical Systems; they have some
wonderful methods of telemonitoring. What
you will see when we liberalize prices and in-
corporate quality standards is innovation.
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What you also will see is associations of peo-
ple with, for example, diabetes. These associa-
tions have their own requirements; they are fo-
cusing on the quality of health care given to the
diabetes population. That also gives providers
an incentive to innovate.

This week, in a survey by the Common-
wealth Fund, although doing OK in other ar-
eas, the Dutch didn’t score too well on inte-
grated care and on communication between
general practitioners, specialists, and patients.
I think we’ve got to incorporate quality stan-
dards within the transparency that we are
heading to, in order to give this an impulse.
Another way to improve integration would be
HMOs [health maintenance organizations],
because they can integrate care very well. It
might very well be that we get a tendency to-
ward HMOs for integrated care. But HMOs
won’t take the whole Dutch market. So I think
that quality standards will be quite important.

The “Poverty Trap”
Enthoven: In America, we have a serious prob-
lem with income-related subsidies for the
poor: as you phase out the subsidy with rising
income, it becomes a very high implicit mar-
ginal tax rate. And sometimes we refer to that
as a “poverty trap.” You earn an extra dollar
and you give up sixty cents in subsidies, as
well as paying more income and payroll taxes.
You must have this problem to some extent in
Holland.
Klink: Yes, we do.
Enthoven: How do you manage it?
Klink: I mentioned before that previously the
flat premium required of every citizen was too
little to make the differences in efficiency be-
tween insurance companies apparent. We’ve
dealt with that in the new health insurance
scheme by requiring every citizen to pay a flat
premium making up 50 percent of average to-
tal costs, with the employer paying the other
50 percent. However, this was a giant increase
for low-income people, so we subsidize those
who can’t afford the premium. It’s income re-
lated. And of course, the implications are those
of the poverty trap. In Holland we are trying to
make this poverty trap more predictable and

more stable for people, because we see a very
unpredictable poverty trap at the moment.
Sometimes when you are at a certain level of
income and you earn just a few euros more,
your net income goes down. And what we are
doing—trying to do—is to make it more of a…
Enthoven: Smooth curve.
Klink: Yes, a smooth curve. We are working on
this. But subsidies always bring a certain
amount of poverty traps.

Individual Mandates
Enthoven: Many Americans think that an in-
dividual mandate—a law that everyone must
purchase insurance—would be hard to enforce
here. Our governors in California and Massa-
chusetts think that the individual mandate is a
good policy, but as Sen. Bob Bennett (R-UT)
pointed out in the context of California’s at-
tempted reforms, we have many people who
are mandated to have automobile insurance
and still don’t have it. I understand that com-
pliance with this law in the Netherlands is
about 98 percent. How do you enforce it?
What advice can you offer Americans?
Klink: The biggest part is cultural. When poli-
cies are enforced in Holland, people usually do
what is mandatory, and they’re aware of the
fact that they have to insure themselves. But,
still, we have about 250,000 people out of 16.5
million who don’t. If they are in need of health
care, they can only get it when they insure
themselves. Just one telephone call to an insur-
ance company, and you are insured.

The next phase is when people do not pay
the premium to the insurer. What are we going
to do then? Well, we say about six months of
no payment is the risk of the insurance com-
pany, so that they have an incentive to go after
their money. But after six months, the govern-
ment will take over this risk and tax those
who don’t pay the premium. We’re going to
give this money to the insurance companies,
and we’re going to penalize those who don’t in-
sure themselves by putting a penalty on the
premium that they should have paid. Once
they start to pay their premium again (and an
additional 30 percent), they are entitled to
change to other insurance companies. But un-
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less they pay, they are not allowed to cancel
their insurance policy.
Enthoven: You probably will run into people
who are considered too poor to be taxed for
their failure to pay—but, of course, they have
subsidies.
Klink: Yes, they have subsidies. On the other
hand, it might be that they are, for example,
poor, but then they probably also have social
security in the Netherlands, and we will lower
their social security income. The fact that you
lower their social security income does not
mean that they go beyond a certain level of
poverty, because they otherwise would have
had to pay this premium.
Enthoven: I see. Does the government Web
site for health insurance provide comparative
information? Can people go to one Web site
and see the premiums for different insurance
policies?
Klink: They can, yes; many Web sites give this
information.
Enthoven: So, in effect, the government runs a
central clearinghouse to that extent.
Klink: Yes. We have an authority that looks af-
ter the level playing field and competition
within the health care system.

Equalizing Risk
Enthoven: The Dutch lead the world now in
the large-scale application of risk equalization.
How satisfied are you with the present state of
this art, and what are your expectations for the
future?
Klink: The risk equalization plays ex ante and
ex post, and what we are trying to do is to im-
prove the system, so that it’s only ex ante
where the equalization takes place. That way,
the insurance companies cannot say, when
they have losses, that they want to be compen-
sated by the fund. Now, as an insurer you have
to know again from the start what your in-
come will be and what the risks are that you
are facing. But risk equalization is a corner-
stone of our health care system. The insurance
companies are competing also for those who
have chronic diseases because they know that
although such patients cost more, insurers get
an equalization payment from the Risk Equal-

ization Fund [REF].
Enthoven: So they can make a good profit in-
suring sick people.
Klink: Yes.
Enthoven: That’s good. We need that. Now,
why do you allow separate basic and supple-
mental insurance policies, especially since
some 93 percent of people chose supplemental
insurance? It gives insurers an opportunity to
select risks, and it adds to cost and complexity.
Was this a political compromise?
Klink: I don’t think so, because the Dutch want
to insure themselves, and they want to insure
themselves on top of what we call the basic
basket. However, they cannot insure them-
selves through this supplementary basket un-
less they have the basic basket. So, the govern-
ment can’t block this freedom.
Enthoven: I see. We have a problem in the
United States with our retired people. They
have Medicare, which has a substantial de-
ductible and some coinsurance payments. So
most people in Medicare buy supplemental in-
surance, which covers the deductibles and
some of the copayments. Therefore, people
who have supplemental insurance use more
Medicare services than people who don’t be-
cause services cost them less out of pocket. So,
in effect, Medicare, the basic insurance, is im-
plicitly subsidizing the supplemental insur-
ance. But I suppose if it’s equal for everybody,
then you can live with that.
Klink: I don’t think there can be a cross-
subsidy between the supplementary and the
basic baskets in our system.
Enthoven: Well, for the people who have the
basic basket and supplemental, if the supple-
mental reduces their coinsurance rate, then
they’re likely to use more services.
Klink: But on the other hand, if they cross-
subsidize their supplementary insurance by
taking higher prices for the basic basket, this
might cause a problem in the insurance market
because people can change insurers every year.
That might be a difference between Medicare
in your system and insurance competition in
our system, because people don’t leave Medi-
care once they are in it.
Enthoven: No. Once you’re in Medicare, you’re
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there for the rest of your life.
Klink: Yes.
Enthoven: We need to reform Medicare along
the lines of the Dutch system. That’ll be very
slow in coming, but we have the same prob-
lems of rising cost and lack of innovation, and
we’ll need to find a way to bring competition
into Medicare.
Klink: Yes.

Role Of Healthy Lifestyles
Enthoven: I ’m ver y im-
pressed by the healthy life-
style of the Dutch people.
There’s lots of bicycling and
lots of walking. And in Amer-
ica we’re having a growing
epidemic of obesity partly as a
result of lack of exercise. Can
you give the American people
some advice based on what
the Dutch do?
Klink: Well, you see the same problems com-
ing to Holland. What we are trying to do is to
integrate prevention within our health care
system. We’re trying to do it step by step, you
might say, because we don’t have a fixed strat-
egy in this field at this very moment. Some are
asking for government regulation, advising to
forbid ads on television for sweets, for exam-
ple. We are still looking for good policy. If it
doesn’t come from inside people and if they
don’t want to live healthy, it’s quite difficult for
governments to influence them. There is also a
sort of ideological question of whether the
government should do this or should just give
information about lifestyle. I think we are
quite good at giving this information at the
moment. I hope it will curb the developments
that we see, but we are still looking for the
right policy in this, although the integration of
prevention within our health care system is
important.

So, in the coming year, for example, people
who have an indication from the GP [general
practitioner] that says they are part of a risk
group can go to a sports school, and we will
pay for it. It will be part of the basic basket of
health insurance.

Enthoven: That’s good.
Klink: Yes, if the GP says that you belong to a
risk group or you are suffering from obesity, he
can give you the indication to start a sport. But
it’s not like a free ticket—just for those who
are indicated.

Health Information Technology
Enthoven: Now, in the U.S., politicians talk
about health IT, but implementation is slow
outside of the large group practices and inte-

grated delivery systems like
Kaiser Permanente. Is the
adoption of health IT now
widespread in Holland, or is
it slow? And can you suggest
ideas for how to promote
this?
Klink: What we did is we
made a common standard in
Holland; we said that the
suppliers of IT have to model

their products in such a way that they can be
integrated within the standardized system.
And it works quite well. The physicians—GPs
and medical specialists—have the obligation
to record the medical information of their pa-
tients, and they have to open this information
for their colleagues, so that everyone—those
who are entitled, of course—can see the medi-
cal records of patients. We are working on
this. We will unroll this in 2008, and we hope
that in 2009 it will have national coverage.
Enthoven: I see. Well, that’s very important.
So the physicians are obliged or will be obliged
to report, and then other doctors taking care of
the same patient will see that record.
Klink: That’s it. It’s sort of the same as the Vet-
erans Affairs [VA] system, but at the VA it is
only within their own organization that their
colleagues have access to the information.
What we are doing is making it accessible for
all those who are entitled: all of the doctors
and specialists caring for the patient.
Enthoven: I think that’s important for the sub-
sequent doctors to know what the previous
doctors did. I met a man last spring who had
atrial fibrillation—that is irregular heart-
beats—and so his cardiologist put him on
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Warfarin (a blood thinner) without knowing
that he had a previous history of bleeding ul-
cers. It was very damaging, and this just un-
derlines the importance of each doctor having
a complete picture.
Klink: We have lots of medical mistakes be-
cause of contraindication of medicine. This
amounts in the Netherlands to about 90,000
people who are in hospitals just because medi-
cations have contraindications and shouldn’t
have been given to patients.

Global Payments For Diagnosis
Treatment Combinations
Enthoven: We have comparable problems
here. I understand that for inpatient services
in your country, doctors and hospitals are paid
one global payment for each diagnosis treat-
ment combination, or DTC. This is an excel-
lent idea because it forces the doctors and the
hospitals to sit down together and figure out
what is the most efficient way to treat the pa-
tient. We’re not there in this country, and I’m
trying to figure out, how could we get there?
What happened in Holland? Was it decreed by
the Dutch government?
Klink: Yes, in a certain way, but on the other
hand, it’s the hospitals, specialists, and health
insurers who asked for this. The first idea came
from the specialists a long time ago.
Enthoven: Oh, that’s very interesting. It came
from the specialists.
Klink: Yes. For the insurance companies, it’s
quite convenient because they can compare
prices. And I think that’s quite important with
the price liberalization that we are heading to,
that they can be compared. On the other hand,
we had about 30,000 DTCs, and now we are
reducing it to about 3,000.
Enthoven: But the specialists found it appeal-
ing because—this is a question, now—because
they felt they could be paid better if they were
more efficient?
Klink: Well, first to be paid more, not less.
They had some other expectations, but what
we see in the coming year is that although until
now, the prices are fixed on DTCs, in 2009 they
will be partly free. So they have to negotiate
about prices, and then it’s quite important that

the insurance companies know what they are
paying for and can compare the treatment
with other hospitals and other specialists, etc.
Enthoven: That makes a lot of sense. We need
to get some Americans to come visit Holland
and study that.
Klink: I think it’s quite important, yes. It de-
fines a product, a DTC, and you can price it. It’s
a combination of risk with equalization,
DTCs, price liberalization, etc., which gives
the possibility of comparing and competing.

Effects On Other European
Countries
Enthoven: I’ve heard that the Germans are
moving in the direction of managed competi-
tion in health care following the Dutch exam-
ple. Are you having an impact on the rest of
Europe?
Klink: In Europe we have different systems—
the English National Health Service is quite
different from our system, for example—but
nevertheless you are right that there has been a
lot of attention in other countries to our re-
forms. Last year, we presented our system to
the Health Committee of the OECD [Organi-
zation for Economic Cooperation and Devel-
opment] and got a good response. I remember
that in 2002, a major official of the Treasury
Department in Germany actually said they
should take the Dutch system, with a flat
rate—that is, same premium for the same cov-
erage for all regardless of health status, etc.
And then the coalition came in Germany be-
tween the CDU [Christian Democratic Union]
and the SPD [Social Democratic Party]. We,
from the Christian Democrats, had lots of con-
tacts with the CDU. And they were looking a
lot at the Netherlands and at what we did. I
know that many politicians within the CDU
were in favor of such a system. It is the combi-
nation of universal coverage on the one hand
and a flat rate on the other hand that are the
social elements of our system and that are im-
portant for the SPD, of course, and competi-
tion that is important for the Christian Demo-
crats. And this combination, I think,
accelerates the reforms that are needed. I think
we had some impact on Germany, yes.
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Need For Further Innovation
Enthoven: That’s very interesting. One more
question. I had a conversation with a Dutch in-
surance executive who said that what the in-
surance companies were now doing was
mostly what we call “free choice fee-for-
service”—that is, you can go to any doctor you
want, and all of the insurers covered all of the
doctors with pretty similar insurance premi-
ums. And so people weren’t looking at price
differences for different delivery systems.
Now, in this country, fortunately, with HMOs
and other integrated systems, we have fairly
large premium differences. At Stanford Uni-
versity, where we offer a range of choices, 81
percent of employees have chosen HMOs,
which cost about one-third less than the fee-
for-service plans. But I’m worried that in Hol-
land you might get a kind of equilibrium
where nobody’s innovating to build a more ef-
ficient delivery system and bring down the
cost.
Klink: It’s also my worry, and that’s why we are
in need of reform of the supply side. If organi-
zations and hospitals do not make a difference
in terms of quality or costs, this competition
won’t work. So we have to work on the condi-
tions that make these differences possible.
Enthoven: One of the thoughts that this con-
versation reminds me of is that back in the
early 1970s there was growing dissatisfaction
with the “free choice fee-for-service” model
and a growing appreciation for what came to
be called HMOs, mainly group-practice
HMOs like Kaiser Permanente and others,
which were doing more prevention, better
quality, lower cost. So Congress passed the
HMO Act, which provided substantial grants
for the start-up of nonprofit HMOs. Maybe
the Parliament in Holland will have to look to
measures like that to stimulate the growth of
less costly alternatives.
Klink: Well, I think there might be three ways
to create high-quality integrated care. One is
HMOs; as you mentioned, Kaiser Permanente
did its part successfully. A second way might
be to integrate this integrated care and the
quality of it within our quality indicators, so
that people can be aware of the fact that they

get health care that is organized around the
patient, as Michael Porter says. The diabetes
groups are headed for such a system of health
care, I think. A third way is just to make sure
that the first line of GPs and hospitals are
working together. But it will be quite complex
to organize this, also from the vision of the in-
surers. So I think that it has to be one of the
two ways that I mentioned at first. It’s a major
topic on our agenda that we have to tackle.
Enthoven: Yes. As I heard that, I worried that
it might not work if we don’t have some com-
petitors willing to shake things up and inno-
vate.
Klink: What you see in the 10 percent of DTCs
where we liberalized the prices is certain fo-
cused institutions. And they are trying to
come into the market, and they’re quite suc-
cessful.
Enthoven: That completes my list of ques-
tions. I want to thank you very much.
Klink: Thank you.

The author thanks Paul Thewissen of the Dutch
embassy in Washington, D.C., for organizing the event
at which this interview took place.
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