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Abstract: In a health care system based on managed competition, health insurers
negotiate on quality and price with care providers and are allowed to offer restrictive

health plans. It is crucial that enrolees who need care choose restrictive health plans,
as otherwise health insurers cannot channel patients to contracted providers and

they will lose their bargaining power in negotiations with providers. We aim to
explain enrolees’ choice of a restrictive health plan in exchange for a lower premium.

In 2014 an online survey with an experimental design was conducted onmembers of
an access panel (response 78%; n = 3,417). Results showed 37.4% of respondents
willing to choose a restrictive health plan in exchange for a lower premium. This fell

to 22% when the restrictive health plan also included a longer travelling time.
Enrolees who choose a restrictive health plan are younger and healthier, or on lower

incomes, than those preferring a non-restrictive one. This means that enrolees who
use care will be unlikely to choose a restrictive health plan and, therefore, health

insurers will not be able to channel them to contracted care providers. This
undermines the goals of the health care system based on managed competition.

Submitted 26 October 2015; revised 5 October 2016; accepted 12 November 2016;
first published online 14 March 2017

1. Introduction

Several countries have implemented health care systems based on managed compe-
tition, for instance Germany, Switzerland and the Netherlands (Laske-Aldershof
et al., 2004; Van de Ven et al., 2013). In a health care system based on managed
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competition, the idea is that third party payers prudently purchase care based on price
and quality on behalf of their clients, the patients (Enthoven, 1993). These third party
payers are usually health insurers, but they can also be employers or government
bodies. Enrolees are allowed to switch health plans and, therefore, health insurers are
supposed to compete with each other for enrolees by trying to offer the best health
plans in terms of quality and price. Health insurers are allowed to contract
care providers selectively, which means that they do not have to contract all care
providers. In order to keep their revenue, care providers will compete with each other
to be contracted by health insurers. This competition between care providers should
lead to increased quality of care, while costs are contained. The idea is that health
insurers will have a better bargaining position in negotiations with care providers if
they can successfully channel their enrolees to contracted care providers, as this will
imply a loss of business for non-contracted care providers (Sorensen, 2003; Boonen
and Schut, 2011). Selective contracting, whichmeans that the choice of care providers
is more restrictive, can be conducted in preferred provider networks and
in exclusive networks. In a preferred provider network, costs are only partially
reimbursed if enrolees go to a non-contracted care provider. In an exclusive network,
care providers who are not contracted are not reimbursed at all. The idea of a system
of managed competition is that health insurers select care providers based on price
and quality. Care providers are supposed to competewith each other to be included in
a health plan’s network, as that will increase their number of patients and thus their
revenues. This should lead to better quality of care and a reduction in health
care costs.
Channelling enrolees to contracted care providers is important for the health

care system to reach its goals of improving the quality of care and reducing costs
(Sorensen, 2003; Wu, 2009). It was shown that financial incentives in restrictive
health plans are effective in channelling patients to contracted care providers
(Boonen et al., 2008, 2009; Bes et al., 2015). However, restrictive health plans are
not favoured by enrolees (Bes et al., 2013). Enrolees are sensitive to negative
aspects of restrictions in their choice of care provider. For example, the fact that
their health insurer is involved in the choice of care provider and that enrolees may
have to travel further to the nearest care provider. A positive aspect, however, is
that restrictive health plans are usually cheaper for enrolees compared with health
plans with a free choice of provider.
However, research from the United States shows that enrolees who have a

restrictive health plan are less satisfied with their health plan and their care
providers (Davis et al., 1995; Schmittdiel et al., 1997; Tai-Seale and Pescosolido,
2003; Chu-Weininger and Balkrishnan, 2006). This was the case even though it
was shown that the quality of care providers in restrictive health plans is equal or
even better than care in non-restrictive health plans (Chernew et al., 1998; Kemper
et al., 2002). However, when enrolees have chosen a restrictive health plan
themselves, rather then it being appointed to them (e.g. by their employer which is
common in the United States), enrolees are more positive about their health plan
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and their care providers. Therefore, it seems to be important that enrolees have a
choice between different types of health plans (Davis et al., 1995; Dutch Health
Care Authority, 2007). An important question is, who would choose a restrictive
health plan and, thus, accept restrictions in provider choice, and maybe a longer
distance to travel as well, for a lower premium? If the health care system is to reach
its intended goals of improving quality and reducing health care costs, it is
important that not only young and healthy enrolees, but also enrolees who
actually use care, choose a restrictive health plan. Because, when only healthy
enrolees, who rarely use care, choose a restrictive health plan, care providers will
not notice a loss of business when they are not contracted, as enrolees who use
care do not have a restrictive health plan and keep visiting the same care providers.
Thus, there will be no incentive for competition between care providers and,
according to Enthoven’s theory, no incentive to improve health care quality while
costs are controlled. Restrictive health plans could still be cheaper compared
with non-restrictive health plans, because of favourable selection bias, but this
would mean that the health care system does not work as intended. Some research
on who chooses a restrictive health plan has been carried out in the United States,
but not yet in the Netherlands, and there are significant differences in health
care systems between the two countries, for instance in the Netherlands people are
obliged to have health insurance and historically, they are used to having
free choice of care provider (Enthoven, 2008). Therefore, this study will focus on
the Dutch situation. It will also be relevant for other countries implementing a
system of managed competition, especially where, like in the Netherlands, a
transfer from a supply-oriented, social health insurance system, to a managed
competition system with a free choice of health plan is intended. The research
question that will be answered in this paper is: What are the demographic
characteristics of people who are willing to choose a restrictive health plan?
Furthermore, we aim to explain why different groups of enrolees would choose a
restrictive health plan or not.

1.1 Context
Research in the United States has been conducted on who chooses Health
Maintenance Organisation (HMO) plans, i.e. health plans which restrict provider
choice. This was mainly in order to find out whether HMO plans are experiencing
favourable selection bias, where younger and healthier enrolees enrol more often
in these type of health plans (e.g. Hellinger, 1995; Hellinger and Wong, 2000;
Mello et al., 2003). Literature reviews by Hellinger show that healthier enrolees
are more likely to enrol in an HMO plan. People who actually need to use care are
less willing to choose a restrictive health plan, probably because they do not want
to change care providers as they already have an established relationship with
their current care provider (Hellinger, 1995; Hellinger and Wong, 2000). In
Switzerland too, HMO plans experience favourable selection bias as enrolees of
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HMO plans are on average seven years younger than enrolees of conventional
health plans (Lehman and Zweifel, 2004).
Ever since health plans in the United States increased freedom of choice in

response to a collective resentment against managed care, out-of-pocket payments
have grown rapidly in order to keep health care affordable (Tu, 2005). Research,
therefore, now shows an increasing willingness of enrolees to give up freedom of
provider choice in exchange for lower out-of-pocket payments (from 55 to 59%)
(Tu, 2005). It was found that adults on a low income are more willing to accept
restrictions on their freedom of choice in exchange for lower costs compared with
adults earning a higher income. But the difference is not large. In addition, it was
found that adults suffering from a chronic illness are less willing to accept
restrictions on their freedom of choice in exchange for lower costs compared with
adults enjoying better health. This is likely because they do not want to risk
having to switch care providers. However, the difference in willingness to accept
restrictions on their freedom of choice in exchange for lower costs, between the
two groups is small. The effect is likely cancelled out by a higher price-sensitivity
of patients with chronic health conditions compared with enrolees who hardly use
care. Patients with chronic conditions are more price sensitive because, in the
United States, enrolees have a high burden of out-of-pocket costs (Tu, 2005).
Although the chronically ill in the Netherlands probably pay somewhat more
compared with people in better health, the difference is not very large (Rijken
et al., 2015). Therefore, it is likely that in the Netherlands people with chronic
conditions will be less willing to accept a restrictive health plan in exchange for a
lower premium.
Basic health plans are all the same, as the government determines the content in

terms of care; but the freedom of provider choice and the premiums differ between
different health insurers or health plans. For instance, midwifery care is included
in the basic health plan, so all health insurers have to offer this type of care.
However, health insurers are free to contract only a certain number of care pro-
viders that offer midwifery care. In general, more freedom of choice means a more
expensive premium. If enrolees use providers with whom the insurers do not have
a contract, then enrolees will have to pay part of the costs themselves.
Typical of the Dutch health care system is that before the introduction of

managed competition in 2006, there was a social health insurance system in which
people experienced freedom of provider choice. Therefore, health insurers
are reluctant to implement selective contracting, because they expect that their
enrolees will not accept it and change insurers (Boonen and Schut, 2011). Even so,
restrictive health plans are currently being introduced and most health insurers
offer restrictive health plans as well as non-restrictive ones. In 2015, around 7.5%
of enrolees in the Netherlands has a restrictive health plan (Dutch Health Care
Authority, 2015).
Meanwhile, it has also been shown that many people in the Netherlands do not

know what selective contracting is, and indeed, that it entails a restriction of
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provider choice (Bes et al., 2014). When it is explained to people what selective
contracting is, it was found that Dutch enrolees are very negative about such
restrictions (Bes et al., 2013). However, because it was found that a lot of people
do not know what selective contracting is, it is not clear whether enrolees of
restrictive health plans in the Netherlands consciously chose this restrictive health
plan in exchange for a lower premium or whether they only looked at the
premium and did not realise these health plans have a restricted care provider
choice. Thus, it is unclear who would in fact choose a restrictive health plan in
exchange for a lower premium. Also, it is unknown whether the current
differences in premiums between restrictive and non-restrictive health plans are
substantial enough for people to choose a restrictive health plan consciously. We
conducted a small scale choice experiment in order to answer these questions.

2. Model and hypotheses

In order to explain the choice of a restrictive health plan, we developed a model
based on the rational choice theory (Lave andMarch, 1975) as was performed, for
instance, by Kortenhoeven (1990). The focus here is on the core attributes of
freedom of choice and price. In addition, the travelling time will be included as
this can be a consequence of selective contracting and patients generally dislike
travelling (Varkevisser and Van der Geest, 2007). The goals of enrolees when
choosing a health plan are: appropriate options for choosing care providers when
they need care, low costs and a short travelling time to care providers. A short
travelling time and appropriate options for choosing care providers are easily
achieved when a non-restrictive health plan is chosen; while costs are lowest when
a restrictive health plan is chosen (Figure 1).

2.1 Free choice
Choosing a health plan with restrictions in provider choice could feel like taking a
risk, as individuals do not know what care they will need in the future and which
care providers they will want or need (Taylor, 1974). Individuals who are more
risk averse in nature are, therefore, expected to avoid restrictive health plans.
Generally, women are shown to be more risk averse than men (Jianakoplos and
Bernasek, 1998) and, therefore, it is likely that men would choose a restrictive
health plan more often than women.

Hypothesis 1: Men choose a restrictive health plan more often than women.

Elderly people are more at risk of needing care in the near future. Therefore,
choosing a restrictive health plan is more risky for them. Thus, older people are
expected to be less likely to choose a restrictive health plan.

Hypothesis 2: Younger people choose a restrictive health plan more often than
older people.
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People who are unhealthy visit care providers more regularly and are, thus, likely
to have built a relationship with their care provider. Choosing a restrictive health
plan will risk losing that relationship. Therefore, it is expected that people who are
unhealthy are less likely to choose a restrictive health plan compared with healthy
people.

Hypothesis 3: Healthy people choose a restrictive health plan more often than
people who are less healthy.

2.2 Travelling time
People who are older or in poorer health may experience more trouble with their
mobility. A longer travelling time is, therefore, expected to be a greater problem
for them compared with people who are younger or healthier.

Hypothesis 4: People who are older or in poorer health will attach more value to
a shorter travelling time and therefore be less likely to accept a
longer travelling time in exchange for a lower premium.

People who are in poorer health are unlikely to opt for a longer travelling time, as
that implies a switch of care providers and it is more uncomfortable for them to
travel. However, income may play a role in this as it is expected that people with
income constraints are more price sensitive (Hoch et al., 1995;Marquis and Long,
1995) or simply may not be able to afford a health plan offering a free choice of
provider. Therefore, we expect the relationship between health status and the
acceptance of a longer travelling time will be different for people on a low income
compared with those on a high income.

Hypothesis 5: People who are in poorer health and on a low income will accept,
more often, a longer travelling time in exchange for a lower
premium compared with people who are unhealthy but on a
higher income.

2.3 Price
People on a low income are expected to be more sensitive to price, and may
therefore value, more highly, the benefit of a lower premium compared
with people on a higher income (Hoch et al. 1995; Marquis and Long, 1995;
Scanlon et al., 1997). However, one consequence of opting for a restrictive
health plan could be that enrolees have to travel further to attend the nearest
care provider with whom their insurer has a contract. A longer travelling time is
more costly, but, depending on the frequency of visits, it is likely that the yearly
savings on the premium will override the extra costs of travelling further. It is
also possible that enrolees are restricted by their low income. They cannot
afford to buy a non-restrictive health plan and, therefore, have to choose a
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restrictive one. Thus, it is expected that individuals on a low income are more
likely to give up their freedom of choice and/or short travelling time in exchange
for a lower premium.

Hypothesis 6: People with a low income aremore likely to exchange their freedom
of choice and/or short travelling time for a lower premium.

Hypothesis 6 states that people on a low income would prefer to choose a restrictive
health plan. However, the choice of a restrictive health plan poses more risks for
individuals who are in poor health. The question is whether the savings on the
premium are high enough to compensate for this risk. Choosing a restrictive health
plan because of the low price may be less likely for people in poor health and on a
low income compared with people in good health on a low income.

Hypothesis 7: People in good health on a low income would choose a restrictive
health plan more often compared with people in poor health on a
low income.

3. Methods

3.1 Participants and procedure
The participants are members of the Insurance Panel. The Insurance Panel is an
access panel of people aged 18 years and older, who all have health insurance.
This panel was set up by the Netherlands Institute for Health Services Research
together with a large Dutch health insurance cooperation (VGZ). Since earlier
research showed that enrolees are not always aware of what health plan they have
and what selective contracting is (Cunningham et al., 2001; Bes et al., 2014), we
chose to conduct a survey in which simplified, hypothetical choice options are
given, instead of looking at real life choice of health plan.
All panel members (n = 4370) were sent an online questionnaire by email. The

questionnaire was completed by 3410 respondents (78%).

Choice of 
restrictive health 
plan

Appreciation of   
options for choosing 
care providers

Appreciation of short 
travelling time

Appreciation of low 
price

Age 

Gender 

Income

Health 
status

Direct effect
Interaction effect

Figure 1. Model to explain the choice of a restrictive health plan.
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3.2 Questionnaire
In the questionnaire, we use two different methods. First, respondents were pre-
sented with three hypothetical options for health plans (Table 1). The options were
kept as realistic as possible with regard to the situation in the Netherlands. The first
health plan (A) is the cheapest, but also the most restrictive and has a longer
travelling time. The last health plan (C) is the most expensive and has no restrictions
in provider choice. Quality was kept constant between these choices, by stating
that quality is high in every hypothetical health plan option, as research in the
Netherlands has shown that people are hardly aware of any quality differences
between hospitals or care providers (De Jong et al., 2006). Also, enrolees rarely
indicate quality of care as a reason to switch health plans (Brabers et al., 2012). The
benefits are the same between the three options as, in the Netherlands, benefits in
terms of care provided in the basic health plan are determined by the government.
The health plans differ in the number of care providers that are contracted and for
what price. Respondents who did not choose the most restrictive health plan, were
asked at what monthly premium they would be willing to choose this health plan,
or, if they would never choose it and, if not, why not?
Second, in order to look further into how enrolees weigh their freedom of choice

and travelling time against price, respondents were given three sets of choices
based on two health plans (Table 2). In set 1, respondents had to make a choice
between price and freedom of choice. In set 2, respondents had to choose between
price and travelling time and in set 3, respondents had to weigh price against
both their travelling time and their freedom of choice. Again, the situations for
the different choices were made to correspond, as realistically as possible, to the
situation in the Netherlands. To control for left right bias, the choice sets were
reversed for half the respondents.

3.3 Background characteristics
Respondents fill in a questionnaire about their background characteristics
when they register as a panel member. For every year following, they fill in a

Table 1. Three options for choosing a health plan shown to respondents

Health plan A Health plan B Health plan C

Monthly premium (€) 75 85 95
Number of contracted hospitals in the Netherlands 40 80 100 (all)
Travelling time to the nearest hospital (minutes) 40 20 20
Reimbursement for non-contracted hospitals (%) 50 70 n.a.a

Quality of contracted care providers High High High

Note: Contracting only applies to non-emergency care. Emergency care is always fully reimbursed by all
health plans at all hospitals.
aNot applicable.
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questionnaire about characteristics that can change over time. Therefore, back-
ground characteristics such as gender, age, self-reported health status (five-point
scale from poor to excellent) and household income (ascending scale of 16 cate-
gories) are known. However, for this study, we wanted to include an indicator of
health status i.e. more specifically aimed to measure use of care. Therefore, we
added to the questionnaire the question, ‘How often do you use your health
insurance?’. The categories of responses were (1) never or barely, (2) sometimes,
but I usually stay below my deductible, (3) regularly, I usually have to pay my
deductible and (4) often.We use this variable in our analyses, except for the testing
of Hypotheses 4 and 5. There, we believe self-reported health status is a more
appropriate measure, as it is about how healthy someone feels to be able to travel.

3.4 Analyses
Data are analysed using STATA 13.0. First, the frequencies of the choices are
presented. The frequencies are weighed to match the general Dutch adult popu-
lation for age and gender. Second, logistic regression analyses are conducted for
the three sets of choices shown in Table 2, in order to analyse differences in
subgroups. Interaction effects that are not significant, are removed from the
logistic regression models to facilitate interpretation of the other effects.

4. Results

4.1 Descriptive statistics
Table 3 shows the descriptive statistics. Compared with the general Dutch
population of 18 years and older, men are overrepresented in our sample

Table 2. Overview of the three sets of choices presented to respondents

Choice set →

1 (price vs
freedom of
choice)

2 (price vs
travelling time)

3 (price vs freedom
of choice and
travelling time)

Attributes ↓ A B A B A B

Monthly premium (€) 90 70 90 70 90 70
Number of hospitals contracted in the Netherlands

(100 is the total)
100 50 50 50 100 50

Travelling time to the nearest hospital (minutes) 20 20 20 40 20 40
Reimbursement for non-contracted hospitals (%) n.a.a 70 70 70 n.a. 70
Quality of contracted care providers High High High High High High

Note: Contracting only applies to non-emergency care. Emergency care is always fully reimbursed by all
health plans at all hospitals. Attributes in bold differ from each other in the set.
aNot applicable.

Health plan choice in the Netherlands 353

available at https://www.cambridge.org/core/terms. https://doi.org/10.1017/S1744133116000517
Downloaded from https://www.cambridge.org/core. Universiteitsbibliotheek Utrecht, on 29 Jan 2018 at 12:47:46, subject to the Cambridge Core terms of use,

https://www.cambridge.org/core/terms
https://doi.org/10.1017/S1744133116000517
https://www.cambridge.org/core


(57.2% vs 49.1% in general population) and the respondents are older on average
(66.4 vs 48.7 in general population). Therefore, further results are weighted to
match the general population for age and gender. We used six weighting factors
ranging from 0.24 to 6.45.

4.2 The choice between three health plan options
Table 4 shows that a small percentage of respondents (6.6%) chose health plan A,
the cheapest, most restrictive option. More respondents (37.9%) chose health
plan B, but the majority of respondents (55.7%) chose health plan C, which is the
non-restrictive, most expensive, health plan. Furthermore, the table shows that
women chose the non-restrictive health planmore often and that respondents who
chose the non-restrictive health plan are older compared with respondents who
chose a restrictive health plan (A or B). Respondents who chose a restrictive health
plan report a higher health status compared with respondents who chose the
non-restrictive health plan, although the differences here seem very small.
However, respondents who chose a restrictive health plan report significantly less
use of health plan i.e. less use of care providers.
Of the respondents who chose health plan B, 74% indicated that they would

never choose health plan A. Of the respondents who chose health plan C, 87%
indicated they would never choose health plan A and 78% indicated they would
never choose health plan B. Others indicated they would choose the other, more
restrictive, health plans if they cost less. The reasons why respondents would never
choose health plan A are that the number of contracted hospitals is too low, the
travelling time is too long, and reimbursement for non-contracted care is too low.
The reasons why respondents who chose health plan C would never choose health
plan B are comparable with this.

4.3 Choice sets
Table 5 shows the results from the different sets of choices. Overall, most
respondents chose the more expensive health plan options, i.e. the option with the
most freedom of provider choice and/or the least amount of travelling time.

Table 3. Descriptive statistics

Variables Per cent/mean n

Men 57.2% 3410
Age (SD) 66.4 (12.5) 3410
Self-reported health statusa 3.0 3359

aMeasured on a five-point scale from poor (1) to excellent (5).
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However, this does not apply to all respondents. When the respondents weighed
freedom of choice against price (choice set 1), 37% chose the cheaper health plan
with restrictions on choice, indicating that they are willing to give up some free-
dom of choice in exchange for a lower premium. When the cheaper option also
includes a longer travelling time to the nearest care provider (choice set 3), then the
number of people choosing the restrictive health plan decreases to 22%. When
respondents only weighed a longer travelling time against price (choice set 2),
45% chose the cheaper health plan with the longer travelling time. Overall,
15.8% chose the restrictive health plan in all the three situations and 37.9% chose
the most expensive option in all three situations (not in table).

4.4 Differences in subgroups
Table 6 shows three logistic regression analyses which we conducted for the three
sets of choices. The results show that gender has no effect when respondents weigh
freedom of choice against price (choice set 1). However, when they had to weigh
price against freedom of choice and travelling time (choice set 3), the results show
that men more often choose a restrictive health plan compared with women,
partly confirming Hypothesis 1. Furthermore, the results show that age is an

Table 4. Results for the first choice situation, three options for a choice of health plana,b (n = 367)

Health plan A Health plan B Health plan C

Total (%) 6.6 37.9 55.6
Men (%) 51.6 51.0 47.7
Age (mean) 48.3 48.6 54.7
Self-reported health statusc (mean) 3.1 3.3 3.1
Use health plan regularly – a lot (%) 38.9 34.0 49.7

aFor a description of the options for making a choice, see Table 1.
bResults are weighted to match the general Dutch population for age and gender.
cMeasured on a five-point scale from poor (1) to excellent (5).

Table 5. Results for the different choice setsa,b

Choice set 1 (price vs
freedom of choice)

Choice set 2 (price vs
travelling time)

Choice set 3 (price vs freedom of choice
and travelling time)

A B A B A B

62.6 37.4 55.0 45.0 77.9 22.1

aFor a description of the different choice sets, see Table 2.
bPercentages were weighted to match the general population for age and gender.
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important predictor for the choice of a restrictive health plan (choice sets 1 and 3).
Younger enrolees are more likely to choose a restrictive health plan, confirming
Hypothesis 2. The use of health insurance has an effect when freedom of choice is
involved in the choice set (choice sets 1 and 3), showing that enrolees who use their
health insurance less, i.e. less often visit a care provider, choose a restrictive health
plan more often, confirming Hypothesis 3.
Older people and those in poorer health are less likely to choose a restrictive

health plan, in general, but also when a longer travelling time is part of the
restrictive health plan (choice set 1 and 3). When respondents weighed travelling
time against price (choice set 2), then the interaction effect between self-reported
health status and income was significant. To determine the nature of the effect,
income was divided into two groups, low (income group 1 through 8; 45% of
respondents) and high (income group 9 through 16; 55% of respondents). We
estimated a model with two interaction terms, ‘health status × low income’ and
‘health status × high income’. In Figure 2 the relationship between health status
and choice was plotted for the two income groups. This shows that the relation-
ship between health status and a willingness to accept a longer travelling time in
exchange for a lower premium is stronger when income is high. This effect is also
significant. When income is low, the relationship between health status and
accepting a longer travelling time is not significant. Hypotheses 4 and 5 are
therefore confirmed, as mobility influences the willingness to accept a longer
travelling time in exchange for a lower premium. This effect does not exist for
people on a low income. They are more likely to choose the cheaper health plan
with a longer travelling time.
Lastly, Hypothesis 6 is confirmed, as income has a significant effect on all

three choices. Furthermore, it was found that health status does not affect the
relationship between income and the choice of a restrictive health plan, rejecting

Table 6. Logistic regression analyses per choice set

Dependent var → Choice set 1a Choice set 2a Choice set 3a

Independent vars ↓ Coef. Coef. Coef.

Gender (0 = f, 1 = m) 0.086 0.117 0.218a

Age −0.022** −0.014** −0.013**
Income −0.025* −0.079* −0.030*
Health statusb – −0.022 –

Use of health planc −0.297** – −0.302*
Health status × income – −0.023* –

Notes: – = not included in the model.
a0 = expensive option and 1 = cheap option; *p⩽0.05; **p⩽0.001.
bMeasured on a five-point scale from poor (1) to excellent (5).
cMeasured on a four-point scale and divided into two groups: 0 (never or barely – sometimes) and
1 (regularly – often).
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Hypothesis 7 (this effect was removed from the logistic regression models to
facilitate the interpretation of the other effects).

5. Discussion

Selective contracting and channelling enrolees to contracted care providers is very
important for a health care system based on managed competition if it is to reach
its goals of improving the quality of care and containing the cost. This is because it
stimulates competition between care providers. In a restrictive health plan the
choice of care provider is limited which may result in longer travelling distances
for enrolees. However, restrictive health plans are also cheaper. The aim of this
study was to find out who are willing to choose a restrictive health plan.
The results show that a significant number of people state that they are willing to

accept restrictions to their freedom of provider choice in exchange for a lower pre-
mium (37%). In the Netherlands, a restrictive health plan will not necessarily result
in a longer travelling time, depending on how many care providers are contracted
and where enrolees live. However, when the cheaper option also includes a longer
travelling time to the nearest care provider, the number of people who choose the
restrictive health plan decreases to 22%. This shows that travelling time is important
tomany enrolees. The importance of travelling time is also found in other studies and
is even used as a ‘cost’, as an alternative for price (Tai et al., 2004; Varkevisser et al.,
2009). Older enrolees and those in poorer health find travelling timemore important
compared with younger enrolees and those in better health as they are less willing to
accept a longer travelling time in exchange for a lower premium. However, the effect
of health status is dependent on income. For people on a low income, the relationship
between health and the willingness to accept a longer travelling time is not

-0.4

-0.2

0

0.2

0.4

0.6

0.8

1

1.2

1 2 3 4 5

Health status

Low income High income

Figure 2. The relationship between health status and a willingness to accept a longer travelling
time (on a logistic scale) in exchange for a lower premium. Plotted for two income groups.
Note: The following equation was used to calculate the plots:
Y = Constant +Xlow (income; 1 = low, 0 = high) +Z (health) Xlow+ZXhigh (income; 1 = high,
0 = low).
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significant. People earning a higher income can afford the higher costs and, therefore,
can determine their choice on their ability to travel. People on a low income do not
have this luxury. The people who are willing to give up their freedom of provider
choice for a lower premium are younger and healthier than the people who are not.
This finding is consistent with literature from other countries (Hellinger, 1995;
Hellinger and Wong, 2000; Lehman and Zweifel, 2004).
It is important to note that the results are highly dependent on the values of the

attributes in the options that were given. We do not know if the results would be
the same if the restricted choice option would have been 30 instead of 50 hospitals,
or when restricted choice option would have cost a monthly premium of 60 Euros
instead of 70. It is expected that more people would have chosen the option of
having a restricted choice if the price was lower and less if the option of having a
restricted choice had included fewer hospitals. A more comprehensive choice
experiment needs to be conducted in order to be certain about this. Recently, the
results of such an experiment were published by Determan et al. (2016). However,
as the aim of our study was to find out which people are more likely to choose a
restrictive health plan, the method of our study was sufficient. This is also true
because the values of the attributes were chosen to match the realistic situation in
the Netherlands. Furthermore, in the Netherlands, health insurers are obliged to
reimburse part – usually around 70% – of the costs of non-contracted hospitals.
This means that the risk of choosing a restrictive health plan in the Netherlands is
lower compared with countries where there is a lower reimbursement or no
reimbursement at all for non-contracted care providers. In those countries the
share of people who are willing to choose a restrictive health plan is likely to be
lower compared with what was found in this study.

5.1 Strengths and limitations
A strength of this study is that in these different options, there was no status quo
bias and respondents did not experience switching costs. In addition, the values
chosen for the attributes in the different options were realistic with regard to the
Dutch situation. Therefore, the results of this study indicate in how far people in
the Netherlands are open to choosing a health plan with a restricted freedom of
choice against price differences that currently exist in the market. However,
a limitation is that as there are no switching costs or status quo bias, the results are
likely to be an overestimation of the actual percentage of people who would
choose a restrictive health plan. Furthermore, in practice, the options for making
a choice between health plans are not as straightforward as shown in our
experiment. When there is more information, or the information is presented in a
complicated way, it is to be expected that people will rely more on price infor-
mation instead of weighing up carefully all the different aspects of a health plan.
Or they may even decide not to choose at all and to stay with their current health
plan. Lastly, the respondents are all members of the Insurance Panel.Most of them
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have been with their current health insurer for a long time and can be considered
loyal customers. We expect them to have more trust in their health insurer than
other people. Therefore, it is expected that they would sooner choose a restrictive
health plan compared with others (Bes et al., 2013). However, as the choices were
hypothetical and the objective of this study was to look into differences in
demographic characteristics, we believe that this has not influenced our results.

5.2 Scientific implications
A model was created to explain enrolees’ choice of a restrictive health plan. Most
of the connections hypothesised in the model were confirmed by the results. The
effect of gender on the choice of a restrictive health plan is not completely clear as
gender did not have an effect on the choice of price versus freedom of choice, but it
did have an effect when the travelling time was included in this choice. It is likely
that the experienced risk of choosing a restrictive health plan was greater when the
travelling time increased while the price stayed the same, and thus did not com-
pensate for the longer travelling time.
The interaction effect of health status and income on the choice of a restrictive

health plan which we hypothesised was not confirmed. Income and health status
both have a direct effect on the choice of health plan, but the effect of income is not
different for respondents who enjoy good health compared with those who do not.
Based on our available data, we cannot yet explain this, but it may be possible that
the respondents in our panel are relatively healthy. Therefore, it would be very
interesting to test the model in a natural experiment as well, for instance by mon-
itoring which health plans are chosen by people who are forced to choose a new
health plan, for instance when a collective health plan of an employer is cancelled.
The fact that enrolees who use care, less often choose restrictive health plans com-

pared with healthier enrolees, could point at the absence of an important incentive for
competition between care providers. If this incentive for competition is absent, the
health care system based on managed competition theory is unlikely to reach its goals
of improving quality of care while containing the costs by stimulating competition
between care providers. This may also be the case in other countries where enrolees
have a choice between restrictive and non-restrictive health plans.

5.3 Policy implications
The results of this paper show that there are enrolees willing to accept restrictions
to their choice of provider in exchange for a lower premium. However, it also
shows that these enrolees are healthier and less likely to need care. To reach the
intended goals of the health care system, it is important that enrolees who use care
also choose a restrictive health plan. The question then is: under what circum-
stances would more enrolees in poor health be willing to accept restrictions to
their choice of provider? It is possible that the difference in price between
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restrictive and non-restrictive health plans is not large enough. Furthermore, the
results may be different when the quality of care is taken into account. Enrolees in
poor health are more likely to have experience with care providers and may find
the quality of care more important. The idea of selective contracting is that health
insurers select care providers based on price and quality. Assuming health insurers
are indeed capable of selectively contracting higher quality care providers, it is
possible that people in poor health or the elderly would choose a restrictive health
plan. An important precondition for this is, however, that objective quality indi-
cators are available and widely accepted. In the Netherlands, this is still a work in
progress. Furthermore, as the elderly and people in poorer health are more con-
cerned about increased travelling time, health insurers could, for instance, offer
transportation to contracted care providers to overcome enrolees’ unwillingness
to travel further. Yet, selective contracting remains a negative incentive and
therefore it may be questionable whether it will ever work as intended. Thus, one
could also think about other solutions that might be regarded as more positive.
Maybe health insurers should focus on positive incentives or simply only give
advice to their enrolees about their choice of care provider. However, this is also
difficult as enrolees are not used to asking their health insurer for advice and do
not have much trust in their health insurer to act as a prudent purchaser of care on
their behalf (Bes et al., 2012, 2013). The questions whether health insurers will be
able to contract selectively based on quality and whether enrolees will ever trust
health insurers to purchase good quality care on their behalf, are relevant for all
countries implementing health care systems based on managed competition.
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