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Sector study medical devices 

Management summary and synthesis 

The assignment 

Reason for and the context of the study 

The Netherlands Competition Authority (NMa) and the Ministry of Health, Welfare and Sport (the 

Ministry) commissioned Ecorys to carry out a sector study into the structure and functioning of the 

markets for medical devices. The reason for carrying out the sector study was to gain an 

understanding of the structure and functioning of the markets concerned in order to deepen the 

knowledge that the NMa and the Ministry have of the relevant markets in that sector and its 

segments and to identify starting points for determining areas for consideration and priorities in the 

activities of the NMa and the Ministry. 

 

 

What the study covers 

The definition of ‘medical devices’ is in line with the definition used in the Medical Devices Act. To 

give greater structure to the study it was decided to define the scope of the study in more detail. 

 

 

Segmentation of the market 

The markets (segments) for medical devices that were studied are: 

• The market for medical equipment (using the mains power supply system); 

• The market for surgical instruments; 

• The market for medical consumables (disposable items, single use); 

• The market for prostheses and implants. 

 

 

Market characteristics are leading 

In view of the fact that between segments sometimes there are more similarities in the functioning 

of the market than within segments, we chose to have the market characteristics leading in 

describing the functioning of the markets. A distinction was made between the product markets 

(quadrants) for: 

• High-tech/low volume and high-tech/high volume; 

• Low-tech/high volume and low-tech/low volume. 

The tables below give an overview of characteristic products by quadrant/segment. 

 

Table 0.1 Overview of characteristic ‘high-tech’ pr oducts 

Segment Characteristic products 

Medical equipment Low volume:  Anaesthesia columns, breathing apparatus, surgical lasers, coagulators 

(blood clotting), CT scanners, ultrasound diagnostic equipment, endoscopes, intervention 

radiology (including cardiology), MRI scanners, lithotripters, PET scanners, radiotherapy 

(for oncology among other things), radiodiagnostic equipment, SPECT scanners. 

High volume:  Infusion pumps and patient monitoring equipment (blood pressure, blood 

saturation, ECG). 

Consumables Low volume:  Catheters (ERCP, ablation), invasive blood pressure meters. 

High volume:  Catheters (dilation, embolectomy, PCI). 

Surgical equipment Low volume:  Instruments for orthopaedics and implants, neurological operation 

instruments, stereotaxy, vitrectomy equipment. 
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Segment Characteristic products 

High volume:  Endoscopes. 

Prostheses & 

implants 

Low volume: Active knee implants, cardiology stents, heart valves, ICDs, artificial 

hearing aids (audiology/cochlear implants), pacemakers, spinal column implants. 

High volume:  Hip implants, cardiology and radiology stents, vascular prostheses and 

endoprostheses. 

 

Table 0.2 Overview of characteristic ‘low-tech’ pro ducts 

Segment Characteristic products 

Medical equipment High volume:  Audiological examinations (hearing tests), blood pressure meters, glucose 

meters, medical scales. 

Low volume:  Bed movers, beds, incubators, disinfection equipment, infusion stands, 

lifters. 

Not electric: adapted toilets, beds (+ mattresses, also anti-decubitus mattresses), 

stretchers, mobile commodes, prism spectacles, wheelchairs (hospital wheelchairs). 

Consumables High volume:  Diathermy equipment, drainage, manual respiration systems, suture 

material, incontinence material, injection syringes, catheters, surgical gloves, surgical 

covers, stoma material, scalpels, dressings. 

Low volume:  Anti-embolism stockings, breathing masks, cast dressings, devices to help 

put on stockings, oxygenation, perfusion consumables, splints/corsets, support stockings, 

stoma material, food pumping systems. 

Surgical equipment High volume:  Basic instruments: bone saws, shears, tweezers, speculums. 

Low volume:  Instruments for minimally invasive surgery (MIS, small incisions), OT lights, 

OT positioning equipment (arm/hip supports), thorax spreader. 

Prostheses & 

implants 

High volume:  Limited number of products: in particular lenses, breast prostheses. 

Low volume:  Bone plates and screws, ENT implants, penile prostheses, positioning 

equipment, splints/plaster, traction material. 

 

 

The market for medical devices 

The European market for medical devices 

The global market for ‘medical technology’ (this market is different from the definition of the market 

used in this study) is estimated by the European Commission at € 219 billion (2007). The European 

market is, after the US, the second biggest market in the world. For 2007, the total turnover for 

medical technology in the US was € 98 billion, and € 72.6 billion in the EU. This was followed by 

Japan (€ 23.1 billion) and China (€ 3.7 billion). Eucomed, which represents the interests of the 

medical technology industry in Europe, estimates the total size of the European market for medical 

technology as being rather higher, at about € 95 billion in 2009. The largest markets in the 

European Union are Germany and France, with sales of € 22.8 and € 19 billion respectively. 

 

As regards the number of companies in the market for medical technology, estimates from different 

sources vary. The European Commission estimates that there are about 11,000 companies in the 

sector, while Eucomed estimates that about 22,500 companies are active. Both sources estimate 

that SMEs account for about 80% of the total. The European (providers) market is therefore a 

fragmented market with many small or medium-sized businesses. In some (parts of) segments the 

number of players can, however, be limited. There are a large number of multinationals operating in 

the European market. Often these are companies that carry out a wide range of activities, of which 

medical devices form part. 
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Size of the Dutch market for medical devices 

Partly because of the diversity and complexity of the market, it is not easy to determine exactly the 

size of the market for medical devices. There are a limited number of sources that give a picture of 

the total size of the market, and these sources often differ in their approach, data collection 

methods, their definition of the market and products, etc. 

 

The best estimate that can be made is a ‘bottom-up’ estimate of the size of the intramural part of 

the market for medical devices. This market can be estimated at about € 2.1 – 2.2 billion . This 

figure is for devices that are bought by healthcare institutions, i.e. by hospitals, nursing homes, care 

homes and for domiciliary care (VVT), care for the disabled (GZ) and care of the mentally disabled 

(GGZ). This is shown in the table below. As there is no detailed data on this, what medical devices 

patients buy themselves (even if they live in a care home for example) is not included in this 

estimate. A more detailed basis for the amount mentioned above is given in Section 2 and Annexes 

A and B. 

 

It is not clear to what extent the market is growing, partly because the different sources cannot 

easily be compared with each other. In any event, total expenditure on health care has increased 

considerably in recent years, which to some extent will also be expressed in the total expenditure 

on medical devices. For the period 2005-2010 Espicom – a consulting company that specialises in 

obtaining market information on a number of sectors – believes that there was average annual 

growth of 4 to 5%. For the years ahead Espicom expects average annual growth of 3.9%. 

 

Table 0.3 Overview of costs for medical devices by healthcare institution (intramural, for 2008) 

Type of healthcare institution Market for medical devices (intramural)1 

• General hospitals 

• University hospitals 

• Specialist hospitals 

• Other healthcare institutions (VVT, GZ, GGZ) 

€ 1,287 million 

€ 540 million 

€ 60 million 

€ 207-310 million (intramural) 

• Extramural: € 118-177 million 

Total € 2,094 to € 2,197 million (intramural) 

 

 

The market in more detail: market segments 

Medical equipment  (devices that depend on the mains power supply system) is available in great 

variety, is to be found in any type of healthcare institution (both in the treatment and care of 

patients) and is almost always re-used. The share of medical equipment is estimated at about 20-

25% of the total market, which comes to about € 440 to € 550 million. Accounting for about 37% of 

turnover, typical ‘high-tech, low volume’ products are the main subgroup. In general it can be said 

that many market players are active in the medical equipment segment, but this can vary 

considerably in particular parts of the market. The presence of a limited number of players in a part 

of the market is often due to the amount of investment and research effort that has to be committed 

in order to enter a market. Large multinationals are active mainly (but not only) in the market 

quadrants that require a great deal of investment and research effort (high-tech, low volume and 

high-tech, high volume). They offer a wide range of products and invest heavily in R&D. 
 

                                                           
1  Source: NVZ (general hospitals) and CBS (other types of healthcare institutions), calculations by Ecorys. This estimate 

refers to medical devices that are bought by institutions. What medical devices patients buy themselves (even if they live in 
a care home) is not included in this estimate. The uncertainty in this estimate is relatively limited. Fairly detailed source 

material is available on expenditure on medical devices by general hospitals (€ 1.3 billion), while for the other types of 
healthcare institutions as well the uncertainty in the estimate is limited. NVZ data (not published yet) also shows that for 
general hospitals, in 2010 the costs for medical devices (intramural) rose to about € 1.5 billion, which for the period 2008-

2010 comes to growth of about 7% per year. 
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Medical consumables  include all goods that for the most part are used once or only a few times 

and do not stay in the patient permanently. Consumables account for a large part of the total 

market for medical devices, namely 40-45% of the total market (turnover), which comes to about € 

880 - € 990 million. There are a great many market participants active in the consumables segment, 

but, just as with medical equipment, the number of market participants can vary considerably within 

parts of the market. As this segment is concentrated on low-tech/high volume products, this is 

where most of the market participants are as well. In certain niche markets that require a great deal 

of investment and research effort (such as certain types of high-tech catheters), the number of 

market players is more limited. Here too, along with countless smaller market players, 

multinationals with a wide range of products are also present in the market. 

 

Characteristic of prostheses and implants  is that they support (implants) or replace (prostheses) 

physical functions. We estimate that prostheses and implants have about a 20-25% share of the 

total market, which comes to about € 440 to € 550 million. Most players in this market are large 

international companies with a wide range of products and establishments in many countries. It is 

important to note that with prostheses and implants the (prescribing) specialist plays an important 

role in the final choice of a product. The specialist bases his choice above all on his own training, 

his own experience and the experience of specialist colleagues. Switching to other products will 

often be because of bad experiences and/or product innovations. The relationship between the 

specialist and the manufacturer is often quite intensive, due in part to the sometimes rapid 

technological innovation in products. 

 

The share of surgical instruments  is estimated at about 5-10% of the total market, which comes 

to about € 110 - € 220 million. Characteristic of surgical instruments is that necessarily very high 

requirements are made of the instruments, partly because precision and continuity are needed in 

an operation. Also, these are instruments that are used in a very limited part of the healthcare 

institutions and by a select group of people.  Just as with prostheses and implants, the central role 

of the specialist in the final choice of a product is therefore a key factor. It is also important that in 

operations specialists often get the support of manufacturers with new product innovations and/or 

difficult operations. In most cases this support is part of the purchase price of the instruments that 

are used. 

 

 

Summary and synthesis by quadrant 

The main conclusions for the four different quadrants (product markets) are given below. We put 

the emphasis on the difference between high-tech and low-tech. 

 

 

High-tech medical devices 

Structure of the chain 

Producers offer their products all over the world, mainly in countries with a developed health care 

system. Almost without exception these producers come from the EU, the US or Japan. The selling 

of the products takes place primarily between the producer and the healthcare institution. Some 

(niche) products are offered through suppliers. Much of the turnover in this quadrant is from the 

medical equipment segment. Wholesalers do not play any significant part; hospitals generally buy 

directly. 
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Functioning of the market 

The market functions fairly well, despite the fact that there are various specific market 

characteristics that potentially may hinder the proper functioning of the market. The poor 

transparency for buyers and outsiders is particularly striking. The number of providers per product 

is often limited to four. In view of the high degree of innovation, this is not surprising. (Temporarily) 

high prices are also logical. Economic evaluations are not used widely to determine the actual costs 

of the equipment. As a result, the view of costs and benefits is limited. Switchover thresholds are 

limited in general, and are present in particular if large volumes are bought and/or if the doctor 

concerned uses the devices himself (surgical instruments, implants). A large proportion of the 

products that are used in higher volumes are also used outside healthcare institutions. This means 

that there is a wider market, as a result of which the degree of concentration is generally lower. 

With improved purchasing procedures the price/quality ratio could increase. 

 

 

Specific findings 

The specific findings that support the general conclusion discussed above on the high-tech 

quadrants are set out below. The high-tech, low volume quadrant is leading. Deviations for high-

volume are set out in italics. 

 

Table 0.4 Overview of specific findings on the ‘hig h-tech’ segment 

Structure of the market & entry barriers 

Number of providers 

• In general there are at least three manufacturers for a medical device, usually four or more. There is also 

competition on the basis of the solution for a particular condition, and not by definition by the type of 

equipment. 

• For consumables and implants, on average there are more providers to choose from. 

• For the high volume quadrant, the providers are often large international companies with a wide range of 

products (also in other quadrants across segments). 

Behaviour of market participants and the demand sid e of the market 

Demand side 

• Hospitals are by far the largest buyers in this quadrant. 

• Open calls for tender are not compulsory (except for university medical centres) and are not used, while the 

sums spent on purchases do indeed exceed the tender threshold. 

• Hospitals sometimes form ad hoc (i.e. not structural) cooperative ventures, which arise from regional 

contacts. 

• Only the university medical centres (UMCs) work with open calls for tender and are organised/work together 

at national level. 

• UMCs have taken the initiative in purchasing medical devices jointly in future, also for certain devices in this 

quadrant. 

• For high volume, the demand for intramural care comes almost only from the hospitals. Outside the 

hospitals there are various ‘commercial’ initiatives in which organisations have specialised (dialysis, 

echographs, other diagnoses). 

Type of competition 

• There is competition primarily on the basis of the functions (quality) that a medical device can offer. 

Subsequently, the relationship between quality and price is also taken into account in purchasing 

procedures. 

• Products are strongly customer-oriented and are fully adapted by medical specialism. 

• For high volume, it is more the case that competition is on the basis of both quality and price. High quality is 

required for these products, but in view of the bulk nature, the price is also important (to a slightly lesser 

extent). 
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Structure of the market & entry barriers 

Entry barriers 

• A major barrier is formed by the investments in R&D (and also patents). A great deal of investment is 

required to come up with a product that functions at the same level as existing solutions. 

• Another barrier is formed by the requirement to continue to invest a large part of the turnover in R&D, in 

order to remain competitive. 

• Also, the lack of customer relations for those entering the market plays a part. More than in other quadrants, 

for high-tech, low volume medical devices it is important to know the end user (doctor) and convince him or 

her of the benefit of switching. 

• In addition, close customer relations are the key to bringing the right innovations to the market. 

• For the high volume quadrant, the high volume of sales needed can form an additional barrier. 

Strategic behaviour and influence 

• In the high-tech, low volume quadrant it is a normal strategy of producers to establish a relationship with 

specialists who then research the product and promote this research at conferences. The specialists who 

are chosen are prominent people and influential in their field (often working at a UMC or specialist hospital). 

• With this connection the manufacturer gains legitimacy and access to networks with potential customers. 

Also, students come into contact with their equipment for the first time (habituation). The specialist gets 

research funding and discounts on medical devices. 

• For medical devices from the other segments (not equipment), purchasing is mainly carried out by the 

specialist department. 

• In these segments, the relationship with the customer is much more intensive during the period of use. This 

is because of the reciprocal dependence on technical knowledge (which the producer has) and medical 

knowledge (which the specialist has) in order to offer a treatment successfully. 

• This intensive relationship is also used for keeping the customer and for assessing what prices are 

achievable. 

Purchasing and switch-over thresholds 

• For the medical equipment segment, hospitals create multidisciplinary teams for purchasing so that a 

thorough purchasing procedure is carried out for an item of equipment that is very expensive and reflects on 

the image. 

• For the other segments, the heads of department of the specialisms often have a leading role with 

purchasing. The purchasing department is only involved late in the process. 

• No great switch-over thresholds have been identified for medical equipment. Standards have been set for 

imaging for diagnostic equipment. 

• For the other three segments, training and experience are a barrier to switching over that is clearly present. 

This is because of the nature of the devices, whereby the clinical results are strongly dependent on the 

experience of the doctor. Training and experience are also taken into account by way of indication in the 

purchasing decision. 

• For high volume products, particularly for the surgical instruments, and prostheses and implants segments, 

it is important that specialists ‘use (these products)’ and like working with devices that are familiar to them 

and are tried and tested. As a result the specialist has an important say in the purchase and the switch that 

may be involved. 

Market power: no broad indications of market power have been found (in addition to what is ‘normal’ in  

an innovative market). 

Result: prices/margins & innovation 

Prices/margins 

• Prices and margins are not transparent. 

• Medical technological equipment is steadily becoming less costly, partly because of a purchasing policy that 

is becoming more professional. 

• For some prostheses and implants it has been found that prices are 30 to 40 per cent higher than in 

Germany. This is due mainly to the lower volumes purchased and a higher level of service in the 

Netherlands. 
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Structure of the market & entry barriers 

Innovation 

• Producers in this quadrant spend large sums on R&D, in order to remain competitive in functionality. 

• Large market participants regularly buy up start-ups which offer a good supplement to their product range. 

 

 

Low-tech medical devices 

Structure of the chain 

There are a limited number of links in the chain: from manufacturers (often with production outside 

Europe) either to wholesalers or direct to customers. Wholesalers mainly have a logistical role 

(collecting shipments, stock management, etc.) 

 

 

Functioning of the market 

Generally, the market for bulk products functions quite well. For this segment too there is a limited 

degree of transparency of the market for outsiders and for purchasers. However, there are also a 

large number of (international) providers who compete with each other mainly on price. There are 

also limited barriers to market entry, although scale is very important. The thresholds for switching 

to a different provider are limited. The lower the number of transactions, the more important is the 

role played by ‘transaction costs’ (matching, calling for tenders). In these cases, often a known 

supplier is chosen. 

 

 

Specific findings 

The specific findings that support the general conclusion discussed above on the low-tech 

quadrants are set out below. The low-tech, high volume quadrant is leading. Deviations for low-

volume are set out in italics. 

 

Table 0.5 Overview of specific findings on the ‘low -tech’ segment 
Structure of the market & entry barriers 

Number of providers 

• There are a large number of (international) players active in all segments, often with a wide range of 

products. The number of wholesalers is (more) limited. This also applies for their role in logistics, particularly 

for low volumes. 

Entry barriers 

• Entry and exit in this market is limited (few major changes). 

• Scale is an important entry barrier in this market. Other barriers (certification, contracts, switching) are 

limited. For low volumes too, scale is important, but more in order to be able to generate sufficient sales in 

adjoining markets. 

Demand side 

• Demand comes for the most part from healthcare institutions, with nursing homes, care homes and 

institutions providing care for the mentally disabled buying mainly disposables. Hospitals buy products in all 

segments. 

• This also applies for low volumes; nursing homes, care homes and institutions providing care for the 

mentally disabled mainly buy ‘inventory’ (beds, mattresses, etc.) and consumables. 

Behaviour of market participants and the demand sid e of the market 

Type of competition:  market participants compete mainly on price. 

Purchasing & switch-over thresholds 

• The purchasing process varies a great deal. Hospitals sometimes put out to tender, but often manage 

purchasing by private contract through the purchasing office. Other healthcare institutions often have just 
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Structure of the market & entry barriers 

one or two contracts with suppliers. 

• For purchases with low volumes, hospitals often manage purchasing by private contract through the 

purchasing office (a limited shortlist). For these limited/occasional purchases, other healthcare institutions 

often choose a known supplier. 

• Switch-over thresholds are limited. However, for products with which experience of using them is important 

(instruments, incontinence material), switching is more difficult. 

• For low volumes it is also the case that switch-over thresholds are limited, but in view of the low volumes the 

‘transaction costs’ (search costs, calling for tenders) are, however, important. 

Strategic behaviour and influence:  limited, partly because of the way purchasing is carried out. More 

important for products with which experience of using them is important. 

Market power:  No indications have been found of (abuse of) market power. 

Result: prices/margins & innovation  

Prices/margins:  price transparency is limited, there appears to be pressure on margins. 

Innovation:  Innovation is relatively limited. 

 

 

Sector-wide aspects of the functioning of the market 

There are a number of ‘sector-wide issues’ at play within the market for medical devices. These 

affect the functioning of the market. 

 

 

The purchasing process 

The current purchasing process plays an important (negative) role in the market for medical 

devices, and improving it can make an important contribution to (at least) controlling the costs for 

medical devices in the future. 

• Fragmented purchasing process:  purchasing (particularly in hospitals) has become more 

professional in recent years, but the process is going slowly and is certainly not completed yet. 

With the exception of the university hospitals, there are few open tenders (based on a schedule 

of requirements). While the decisions concerning the buying of products are often made by 

experts in the products, the purchasing departments often only have a facilitating (negotiation 

process) and administrative role. The degree to which doctors and the purchasing department 

of a hospital work together is often limited; 

• Variable professionalism of purchasing departments:  price is often the deciding factor when 

making a purchase, which can also be explained by the fact that a purchasing department is 

often insufficiently able to take part in the decision-making process based on product 

knowledge. However, this does not always result in the right decisions being made. With 

purchasing, the main factor that is looked at is the purchase price, and little consideration is 

given in terms of integrated care systems or ‘Total Costs of Ownership’ (costs of management, 

use and process). This also means that hardly any economic evaluations are carried out on the 

total costs of the process (costs of the medical device in the work process), which can mean 

that over the whole of the process, in the end, products that are bought ‘at low cost’ do in fact 

prove to be ‘expensive’; 

• Organisational barriers:  also, there are two important organisational barriers involved in 

purchasing. Firstly, budgeting at departmental level sometimes constitutes a considerable 

barrier in the procuring of medical devices, because the benefits are not always seen in the 

same department as where the (extra) costs for the product are incurred. Secondly, traditionally 

the market has been aimed at the relationship between doctors and manufacturers. The 

professionalising of purchasing is going slowly, partly because of the many particular interests 
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within hospitals that are connected with the organisational structure of hospitals (the strong 

position of companies in relation to the board); 

• Relationship between doctor and manufacturer:  doctors have a strong say when it comes to 

the purchasing of a certain medical device. Particularly for products with high technical 

requirements, the doctor’s own personal training and experience are very important, as well as 

the experience of his specialist colleagues. For prostheses, for example, doctors are considered 

to be conservative. They do not change products quickly, because they are used to working 

with certain products. The technical requirements are high, which means that in this case 

routine benefits quality. Doctors are often involved in the development/improvement of a 

medical device, which also leads more quickly to a specific manufacturer being chosen. The 

relationship between doctor and manufacturer is very important in this. Manufacturers also aim 

at this in their marketing. Training, education, conferences, joint research and service (for 

example in operations) play an important role in this. However, manufacturers have recently 

developed a code of conduct for the sector in order to rule out any malpractices by self-

regulation. 

 

 

Little transparency in the market 

The different markets for medical devices are characterised by a very limited degree of 

transparency. This applies both for the whole size of the market – as is evident from the margins 

that must be adhered to in the size of the market segments – and also for the prices and quantities 

traded. Of course, this is much less the case for providers. Also, providers are organised in sector 

organisations that also play a facilitating role in the (optional) sharing of market information between 

the affiliated members. On the demand side there is no comparable sharing of information. 

 

 

Health insurers and medical devices 

Health insurers play a very limited role when it comes to guiding towards the buying and use of 

medical devices in the intramural sector. Also, often there is little insight into the economic costs 

and benefits of medical devices. While it is true that health insurers are responsible for a 

considerable part of the budget of care institutions, for the most part they are present in a guiding 

capacity in terms of the quality and price of the output and not of the input. Unlike with for example 

medical quality, policy on medicinal products, financing of doctors and concerning accommodation, 

also, no other parties are involved (for example the inspectorate, the ministry, etc.). 

 

There is however a debate about the efficient provision of care on a macro scale: should all 

hospitals be able to do everything or does concentration benefit quality? In the extramural 

healthcare market insurers seek to guide by setting a price level for consumables as well. This is 

facing resistance from users (patients and prescribers), who see it as restricting their choice. This 

view makes insurers cautious about guiding on the costs of devices, in the intramural segment as 

well. 

 

 

International price comparison 

While prices of drugs change only when a patent expires, prices of medical devices are subject to 

change as a result of iterative product developments and the way in which devices are bought in 

different member states. Comparing prices between the Netherlands and other European countries 

is complex because of the great differences between the countries (for example in the healthcare 

system, the way it is regulated, the way purchasing is carried out, the organisation of the market, 

market circumstances, etc.). Also, prices are available to the public only to a very limited extent. 
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Compared with other European countries (Belgium, Switzerland, the United Kingdom), the prices of 

medical devices do not, however, appear to be higher. 
 

Compared with Germany, however, fundamental differences in prices have been found, whereby 

the price advantage in Germany can sometimes be as high as 30-40% (known examples are hips 

and pacemakers).2 On average, prices in Germany are lower, but the differences are not as great 

as the percentage stated. In a limited number of cases prices in the Netherlands are lower than in 

Germany. However, there are various economic factors that can explain these price differences, but 

which cannot explain the whole of the price difference.3 No specific study into this has been carried 

out. Firstly, in Germany (large) professional buying organisations play an important role. These 

purchasing cooperatives sometimes represent some 100 hospitals, which has a substantial effect 

on the negotiating position when purchasing (large volume). Secondly, in some cases these buying 

organisations are separate from the hospital and have their own profit motive (incentive to reduce 

costs). Thirdly, these hospitals are organised in a much more hierarchical way (doctors in salaried 

employment), the consequence of which is that purchases are imposed more from above (for 

example a limited number of types of product). Fourthly, in Germany the degree of service and 

support (for example with operations) is more limited, which is reflected in the price. 

 

 

General analysis: functioning of the market and potential for improvement 

Various factors have been identified that hinder the proper functioning of the market and may distort 

it. The two main ‘market-distorting factors’ are (i) the presence of market failures and (ii) the fact 

that the demand side of the market is not very strong. This latter aspect has already been 

discussed above. 

 

 

Presence of market failures 

Traditionally, in the public interest theory a distinction is made between four types of market failure 

which explain why markets do not function perfectly: (i) information asymmetry, (ii) the presence of 

externalities, (iii) the presence of public goods, and (iv) the existence of market power, for example 

due to the presence of advantages of scale. For the market for medical devices, the presence of 

information asymmetry (general) and the presence of advantages of scale (high-tech) are relevant: 

• Information asymmetry:  a pre-requisite for a market to be able to function properly is 

transparency on prices and quality so that the end user can inform himself fully and correctly 

before making a purchasing decision. In the case of medical devices, between demanders and 

providers there is an ‘unbalanced’ spread of knowledge of the market. Manufacturers have the 

benefit of having much more information than users: they know the functioning (and limitations) 

of their product, know the cost structure, etc. The demand side of the market, on the other hand 

(specialists, nurses, buyers, management/board), is very fragmented, both in terms of 

knowledge of the (sometimes very specialised) use of the devices and also knowledge about 

what other (substitutable) devices are available. The users of medical devices are therefore 

strongly dependent on the knowledge, expertise and information provided by manufacturers (for 

example with specialised operations, with the use of equipment, etc.). The fact that the users 

share little or no information between themselves (price, quality, etc.) is also a factor, with the 

result that the problem of information remains; 

                                                           
2  Detailed information is not available. The price advantage of 30-40% has been stated by various parties (purchasers and 

also company representatives) who have experience of the market in Germany. 
3  These factors have been stated by various people who were interviewed (manufacturers/distributors, but also purchasers 

in healthcare institutions), and often two or three of these factors were referred to. 
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• Market power/advantages of scale:   a second market failure is formed by the presence of 

advantages of scale in the market, which applies mainly in the market for high-tech devices. For 

high-tech products, large and sustained  research and investment efforts (R&D) are needed that 

can only be made worthwhile by benefiting from the temporary protection of patents and 

accompanying market power and higher prices or by such a degree of product differentiation 

that higher prices can be achieved. High profits attract entry to the market but entry is limited by 

patents, high investment costs and/or high costs for obtaining a position in the market. 

 

 

Policy-based potential for improvement 

On the basis of these factors that hinder and distort the functioning of the market, in terms of policy 

there are various measures possible that (potentially) improve the functioning of the market. In this, 

the focus lies above all on strengthening the demand from hospitals and ‘mitigating’ the market 

failures on the demand side. In terms of policy, limited savings can be made on the supply side of 

the market because market players operate internationally. Policy in the Netherlands aimed at 

providers will be able to have consequences on the price/quality ratio only to a limited extent. 

According to the researchers, potential for improvement in the functioning of the market lies mainly 

in the following areas: 

 

• Strengthening demand (particularly in hospitals);  as described above, the demand side has 

various problems at the moment. There are various ways in which demand could be 

strengthened, for example: 

- Further professionalisation of purchasing, for example by making greater use of open calls 

for tender or at least making greater use of the underlying principles and techniques. The 

drawing up of a ‘schedule of requirements’ forces different groups of users to think about 

drawing up neutral and transparent requirements that take into account the interests of the 

hospital (in a wide sense). Existing manufacturers and market entrants then have the 

opportunity to submit a suitable tender; 

- Creating incentives for purchasing more efficiently and more effectively. The current 

diverging particular interests will have to be tackled, for example by drawing up a strategic 

vision concerning purchasing (Board and partnerships), the strategic positioning of the 

purchasing department (instead of the current ‘facilitating’ role), redistributing between 

departments the ‘profits’ that are made by good purchasing, and looking at the ‘Total Costs 

of Ownership’ (see below) rather than a strong emphasis only on the purchase price; 

• Greater cooperation between demanders;  while there is cooperation between care providers 

at the moment in purchasing cooperatives, it can certainly be made more intensive. Cooperation 

often stops now after an orienting phase; when choices have to be made for specific products. 

More intensive cooperation can have several objectives, such as sharing market information 

(prices), sharing experiences (quality), creating more volume (advantages of scale in 

purchasing), further professionalising the purchasing departments, possibly developing specific 

products jointly, making the logistics process more efficient, etc. An important comment here is 

that healthcare institutions working together must not be fixated solely on volume discounts, but 

must take a wider view of all the costs throughout the whole of the integrated care system in an 

institution. Extra spending on a certain device may lead to savings elsewhere; ancillary costs for 

maintenance, service etc., certainly with medical equipment, are high and are not always taken 

into consideration in full in the purchasing process; 

• Increasing transparency;  following on from the previous point, it is important to mitigate the 

existing information asymmetry and to further increase the transparency in the market. This is a 

factor not only in the healthcare institutions (see above), but also at policy level. Demanders 

(institutions) can themselves share information about market outcomes, but this could also be 
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shared with policymakers and/or regulators. More information can help demanders to find points 

for improvement in their purchasing process; 

• Greater role for insurers;  the role of insurers in the purchasing of medical devices is very 

limited at the moment. It is recommended that it should be studied whether healthcare insurers, 

by analogy with their guiding role regarding the quality and price of outputs, can also provide 

greater guidance on inputs (including, in this case, medical devices). 
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