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Harnessing Market Forces: The Relevance of
Market Strategies for Taiwan's National Health
Insurance Reform

Michael S. Chen

Abstract

On both sides of the Atlantic Ocean, health care reforms based on
market mechanisms has been a prominent trend since the 1980s. In the
United States, along with a heavily regulated public health care sector,
there exists a private health care sector that employs various market
strategies. Based on this tradition, managed competition, first proposed by
the Jackson Hole Group, then advocated by Alain C. Enthoven, became the
basis for Clinton' reform. Market mechanisms were also introduced into
the Nordic countries: the United Kingdom created an internal market by
splitting the purchasing and buying authorities in the National Health
Service; Sweden and Finland allocate budgets according to "market shares"
to the public medical establishments. The Netherlands demonstrated how a

health system organized on solidarity can employ market forces.
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The main argument for competitive strategies is that of efficiency; yet,
market strategies can be looked at as a way of responding to the changing
political and economic situations in the countries. When examining the
feasibility of market strategies for Taiwan, this paper finds that, a NHI
model based on market mechanisms may be a way of alleviating the burden
on the government, since government is incapable of defending itself from
the invasion of rent-secking advances from special interests, which have
mushroomed as Taiwan democratized. The environment for a market-

based model, however, is not so promising.

This article calls for a market model be experiment in an area with
rather abundant medical resources. Then one can identify the relevance of

market strategies for Taiwan.





