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Developing sustainable healthcare governance mechanisms
to manage public-private partnerships

Background: Despite a growing body of research literature focused on public-private partnerships (PPPs) in healthcare,
some critical issues still seem to be insufficiently investigated, especially due to the frequent lack of clarity in defining
the goals for healthcare management and to an oversimplified framework for analysing PPPs. Resolving conflicts
of interest between diverse PPP stakeholders in healthcare requires special attention. Effective solutions in this area
are not well known in Central and Eastern Europe countries, which are trying to modernise their healthcare systems.

Aims: The purpose of this article is threefold. Firstly, it is to establish an appropriate understanding of healthcare
sustainability, currently understood as the ultimate goal for healthcare management. Secondly, it is to shift the context
for analysing the performance of PPPs from a purely financial to a wider and well-framed one, comprising the pillars
of healthcare sustainability. Thirdly, it is to identify the governance mechanisms intended to improve the impact
of PPPs on healthcare sustainability.

Methods: The methods employed include a broad conceptual analysis of the international literature as well as
external online desk research of the materials published by PPP consortia, financial institutions and public authorities
engaged in managing PPPs for healthcare in Europe.

Results: Healthcare sustainability is a complex, multifaceted and multi-pillar problem. PPPs can enhance, or damage,
all healthcare sustainability pillars due to a complex conflict of interest between the parties involved. Embedding
certain governance mechanisms in PPP contracting and management is necessary to foster both financial and non-
financial sustainability in healthcare provided via PPPs. Some countries and some PPPs have managed to develop
suitable mechanisms to govern the conflicting goals in healthcare management.

Conclusions: The mechanisms governing PPPs can be programmed as sustainability drivers to improve the resilience
of healthcare to the benefit of all stakeholder groups, including capital providers, society and the government. The
experiences of PPPs in healthcare operating in the European context may inspire an appropriate design of the PPP
framework and PPP contracts.
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1. Introduction

During the last decades, there has been a sharp
rise, predominantly in Europe, in PPPs delivering
healthcare infrastructure and facility management.
However, although the increase in the number
and scope of PPPs for healthcare is mirrored
by an increasing number of publications, some
important questions remain unanswered. One
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compelling issue is the number of tensions between
the goals and conflicts of interest between diverse
stakeholders. Approaching the issue requires
understanding of a problem, which is at stake.
Discussion on the benefits of PPPs is atomized
and not enough attention is paid to the benefits
for the healthcare itself since the focus on PPPs’
performance is usually very narrow. This paper
discusses PPPs for healthcare, shifting the context
for the analysis of PPPs’ performance from purely
financial to a wider and well-framed one compris-
ing healthcare sustainability pillars. This allows
escaping overreliance on financial metrics such as
e.g. value for money in the evaluation of PPPs for
healthcare, which may produce imbalanced results
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for different types of the stakeholders involved.
Another important underinvestigated issue is
how the partners’ goals conflict or are mutually
reinforced, thus affecting the project outcomes. The
purpose-based framework is adopted to analyse
how PPPs may affect the financial and social
pillars of healthcare sustainability pillars. The
governance mechanisms in PPPs for healthcare
are then examined to identify best practices to
support PPPs for healthcare sustainability. The
examples of best practices provided in the paper
include legal and institutional frameworks as well

as specific PPP projects.

2. Sustainability in healthcare

The desirable healthcare system is often refe-
rred to as “sustainable”, and “sustainability” is
contemporarily the key word to describe the goal
of reforms, policies and innovations in healthcare
management (e.g. ESG, 2015). The review of
the literature shows three main trends in which
“sustainability in healthcare” is defined.

The first trend is strictly connected with the
classic definition of “sustainable development”
provided in the Brundtland Report (UN, 1987),
which states that sustainable development is
the “development which meets the needs of the
present without compromising the ability of future
generations to meet their own needs”. It is generally
accepted that sustainable development requires
convergence between the three pillars: economic
development, social equity and environmental
protection. For this reason, the studies by Capo-
longo et al. (2015) or Boone (2012) and many
others examine healthcare sustainability in
the context of balancing three goals: natural
environment conservation, social responsibility
and economic efficiency. The goals are explicit
for healthcare since the social outcomes (health)
are the priority, the healthcare environmental
footprint is heavier than that of many other
industries (Rodriguez-Mozaz et al. 2015), and
healthcare financial efficiency gains extraordinary
attention in the times of budgetary constraints.
Some studies reduce the problem of sustainable
healthcare management to sustainable healthcare
infrastructure management, that is an appropriate

design and construction of hospitals, which ensures
a balance between the three pillars mentioned
above (e.g. Phiri, Chen 2014, Buffoli et al. 2015).

The described strand of healthcare management
literature is definitely underpinned not only by
the Brundtland report, but also by a vast body
of literature on corporate sustainability. The
literature provides a set of significant advan-
cements in the analysis of sustainability on
the micro-scale (organisations), including: well-
developed terminology, expanded theoretical
frames (the stakeholder theory, corporate govern-
ance, corporate social responsibility and risk
management) and well-tested tools and procedures
(e.g. life cycle assessment, sustainability reporting,
social and environmental accounting, balanced
scorecard, etc.).

Nevertheless, despite its incontestable achie-
vements, the advancements in organisational
sustainability literature are not massively translated
into healthcare management literature, and
the representatives of the former trend remain
relatively rare.

In the healthcare management literature, the
concept of “healthcare sustainability” has been
developed based on the specificity of the sector,
which is characterised by a strong requirement for
the certainty of healthcare provision rather than
on the general prerequisites for sustainability.
The well-developed strand of the healthcare
management literature defines “sustainability
in healthcare” as continuation (durability) of
programmes or innovations introduced into
the system (Pluye et al. 2004; Stirman et al.
2012; Proctor et al. 2015). In this context,
sustainability in healthcare is understood as
persistence, routinisation, survival and via-
bility. Importantly, such an understanding of
“healthcare sustainability” coincides to some
extent with the classic definition of sustainable
development. Since there is a need to protect
the interests of the future generations, the viability
of healthcare provision in the long term is crucial.

The studies examined by Pluye et al. (2004)
and Stirman et al. (2012) analyse a wide range
of factors which affect healthcare sustainability
(understood as viability, persistence) including
leadership, social structures, governance, stake-
holder engagement, staff, policies, etc. However,

78 Zarzadzanie Publiczne 4(42)/2017



Developing sustainable healthcare governance mechanisms to manage public-private partnerships

there is a noticeable separate strand in the literature
which concentrates almost solely on the financial
aspects of healthcare sustainability, whereas other
factors are neglected as practically irrelevant
in that regard (Kaplan and Porter 2011; Maarse et
al. 2013, Bauzon 2015). In this research avenue,
the term “healthcare sustainability” is used
interchangeably with “healthcare financial
sustainability”.

It has been noticed that problems with funding
contribute most to de-adoption of programmes
and innovations in healthcare (Marty et al. 2008).
This explains the focus on financial conditions to
ensure healthcare sustainability. Contemporarily,
the problem of financial sustainability of health-
care occurs on the macro-scale, also because of the
2008+ crisis which generated financial austerity.
The ageing populations, the shift in morbidity
patterns towards chronic diseases, expensive
technologies, the increasing demands and ex-
pectations all increase the costs of healthcare
and create political concerns (Borgonovi and
Compagni 2013; OECD 2010). Considering
the fact that healthcare can be financed by the
government or privately (via insurance or out-
of-pocket payments), the problem of financial
sustainability of healthcare is multifaceted, and
tensions between the facets are apparent.

The first facet of healthcare financial sustaina-
bility (and the first perspective) is connected with
the crowding-out effect. The healthcare financing
mechanism is described as unsustainable when
it is unable to deliver universal publicly funded
healthcare services without compromising other
government programmes (CMA 2010). The use
of the term “unsustainable” is justified because
population ageing will reduce the tax base, and
the expected growth in expenditures will defy
manageable tax rates and increase government
debt loads, with the health spending already
outpacing economic growth (OECD 2015).
Therefore, it could lead to adverse redistribution
among the present generations as well as among
the present and future generations.

The second perspective on healthcare financial
sustainability focuses on the affordability of
healthcare. Unequal access to healthcare services
generally results from the necessity to bear the
costs of services by individuals, which can be

the case when the system is based on out-of-
pocket payments or on private insurance, where
the insurance premiums reflect the individual risk
profiles and costs of services. If such inequalities
occur, the system is called “unsustainable” (e.g.
Samad et al. 2015). The decreased ability of
the future generations to pay for healthcare ser-
vices due to increased government debt loads,
ascribed to the first facet of financial sustainability
in healthcare, is seen as a dimension of the issue
of “sustainability as affordability” (CMA 2010).

The third perspective is connected with at-
tributing unsustainable health costs to “failed
governance”. In the absence of market discipline,
administrators may fail to innovate, providers lack
sufficient accountability, and consumers do not have
financial incentives to use the system judiciously
(Birch et al. 2015; Laba et al. 2015). Policies aimed
at reducing this type of unsustainability focus on
reinterpreting the role of the private sector or on
developing sound pricing and reimbursement
assessments as well as evidence-based funding
mechanisms. Such an approach to sustainability
in healthcare is translated into policy: The European
White Paper on Sustainable Healthcare states that
sustainability is equal to cost-efficiency, which
means that every euro spent must bring the greatest
possible effect (ESG 2015).

The focus on financial sustainability observable
in the literature expresses a widespread belief
that financial issues are the main threat to
the viability of healthcare services. However,
other factors, even if to a lesser extent, also have
a bearing on the sustainability of healthcare.
Additionally, the classic approach to organisational
sustainability, based on the concurrence of three
pillars of sustainability: environment, society,
economy, broadens the perspective on healthcare
provision as situated in a macro-system whose
components are indispensable for the well-being
of societies. Therefore, all these perspectives on
healthcare sustainability are valuable and useful
in identifying its underpinning factors.

The complexity of the attributes of healthcare
sustainability arises from the compound context of
healthcare system ability to endure and withstand
the changing circumstances. The principal tensions
which characterise this context are the following:
present-future, public-private, input-output,
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economy-environment-society, affordability-
quality. Therefore, the definition of “sustainability
in healthcare” should be developed on a general
level. The proposed definition of sustainability
in healthcare is the viability of healthcare
provision balanced with the need for natural
environment protection and desirable social
goals. It is assumed that healthcare viability
depends on financial and non-financial factors
and that financial factors include efficiency,
which is a prerequisite for economic viability.
Such a definition embraces all the classic pillars
of sustainability and the concern for healthcare
sustainability in terms of financial austerity
prompted by the increasing costs of healthcare
and funding constraints.

3. The impact of public-private
partnerships on the pillars of healthcare
sustainability — a purpose-based
perspective

Since public-private partnerships are mixes
of standards and rules for different value regimes,
the author analyses PPPs in the frameworks
appropriate for both the public sector and the
private sector. This analysis aims to provide a sound
toundation for the identification of factors within
PPPs which can enhance or impair healthcare
sustainability. As the name implies, PPPs involve
actors from the public and private sectors who
agree to cooperate and to share different types
of resources in order to achieve a particular public
task. The main characteristic of a PPP, compared
with the traditional approach to the provision
of infrastructure, is that it bundles investment and
service provision in a single long-term contract
(Peters et al. 2014). The European Commission
(2004) listed the following elements that typically
characterise a PPP:

* the relatively long duration of the relationship
between the public and the private partner;

* partial contribution of the private sector to
the project’s funding;

* an important role of the private operator at
different stages of the project (design, com-
pletion, implementation, funding, etc.);

* the allocation of risks between the public and
the private partner.

Privatised procurement is nationalised at the
end of the concession when the licence expires,
even if a new tender opens up space for some
renegotiated agreements with private partners.

In the context of the structure and content
of individual PPPs and their operation at the inter-
organisational and interpersonal levels, there are
research gaps in the study of PPPs concerning
their effectiveness. This knowledge is crucial for
understanding the impact of PPPs on healthcare
systems, and thus their role in policymaking.

The central idea of PPPs is that added value
can be achieved through greater cooperation
between public and private actors. The ratio-
nale of a public-private partnership rests on
the combined assumption that the project is
a legitimate collective project, which justifies
political involvement, and that it has market
potential which creates incentives for corporate
investment (Peters, Pierre 2010). If so, public
private partnerships have a significant potential
to enhance sustainability in healthcare. Such
potential is driven by legitimised public authorities
that safeguard public interest (appropriate quality
and accessibility of healthcare, natural environ-
ment protection, acceptable social outcomes)
and willingness of the private partner to invest
capital, technologies and expertise in profitable
projects. This assumption, however, not always
holds, and distortions are observable. Therefore,
a deeper reflection on PPPs is needed. It is not
possible to capture the complexity of PPPs using
a single analytical framework. Here, a purpose-
based framework is adopted for the examination
and expression of the defining features of such
partnerships as they relate to achieving specific
goals. The paper’s contribution is discussing
PPPs’ features and performance in the theore-
tical framework based on the theories which
explain the goals of the entities participating
in the PPP. These theories are: public choice
theory, neoclassical firm theory, agency theory
and the corporate social responsibility concept.
They represent a positive and complementary
approach towards analysing goals of the public
and private partners.
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Two approaches govern the research on pub-
lic sector issues: the normative approach and
the positive approach (public choice theory). In
the normative theory of public finance, projects
are examined, selected and executed with a view
to producing the best social outcome. The as-
sumptions mentioned above are reiterated in an
overwhelming majority of studies on PPPs.
This, however, shows the way in which ideal
institutions are hoped to act, whereas the public
choice theory is useful for explaining less ideal
reality. In the public choice theory, the question
on the determinants of the public partner’s
involvement in the PPP can be answered by
analysing the interactions and interdependencies
between rational and self-interested voters,
politicians, bureaucrats and lobbyists in non-
market institutions.

The motivation of the abovementioned actors
is rather complex and intricate. If public service is
the prevalent factor, officials act for public interest,
which helps to improve the achieved outcomes,
i.e. welfare (Leisink, Steijn 2009). Nevertheless,
self-interested officials can engage in rent-seeking
behaviours. Corruption, negligence, collusion
and inefficiency can damage welfare. The pub-
lic-choice model fostered a noticeable shift
towards privatisation and hybrid forms of public
service provision (Grimshaw et al. 2002), by
focusing on efficiency improvements available
under market-driven management (escaping state
failure by privatisation, insistence on PPPs as an
infrastructure provision path).

The market-driven private partners of PPP
contracts provide several types of efficiency gains.
The first type includes efficiency gains resulting
from the focus of the private partner on maxi-
mising the firm’s value, which is considered
as the firm’s ultimate goal in the neoclassical
firm theory. Such gains may result from reduced
costs, increased incomes and lower cost of capital,
and can therefore help to increase the efficiency
of projects fostered by PPPs. It should be stres-
sed that costs, benefits and risks are balanced
throughout the project life cycle (the second
type of efficiency gains), because maximising
the firm’s value is a long-term goal, and PPPs are
based on long-term contracts. Therefore, the PPP
as a procurement method offers opportunities

to reduce project risks and inefficiency risks
connected with the traditional public procurement
path, which is sensitive to the election cycle,
the annual budget cycle and administrative short-
termism. By contrast, a well-structured PPP can
introduce clear lines of accountability, transparency
of outcomes and performance, clarity as to the roles
and responsibilities of the contracting parties.
Therefore, fostering healthcare through PPPs can
help reduce public sector inefficiency resulting
from rent seeking and annual management. The
third type of efficiency gains is the appropriate
size of the project. PPP projects can sometimes
be downsized compared to what the government
initially plans without sacrificing capacity or
quality of service. Ugarte et al. (2012) provide
evidence of achieving cost savings from downsiz-
ing reaching billions of dollars. The fourth type
of efficiency gains is reduction of transaction costs.
Private partners can provide technical expertise,
management know-how, access to specialised
assets, innovation and funding. The costs of access
are lowered through PPPs. Additionally, PPPs
can provide economies of scale, efficient risk
sharing and possibility to engage underexploited
assets. The specific healthcare achievements
of PPPs include significantly reduced delays
in waiting for treatment, reduced average hospital
stays, lower readmission rates and increased rates
of inpatient and outpatient surgery. It means
that PPPs can produce benefits for the following
pillars of sustainability in healthcare: accessibility
of a service, efficiency and quality.

The categories of efficiency gains mentioned
above should, however, be seen as a potential
which can be well used or mismanaged. In some
cases, significant efficiency gains were observable
and in other cases PPPs resulted in huge cost
overruns, savings being offset by transferring
the revenue flows to the private sector (Engel
et al. 2013) or in lower value for money when
compared to non-PPP hospitals.

The reason for not meeting efficiency goals
seems to be twofold. First, the profitability of PPP
projects is subject to considerable uncertainty
concerning exogenous demand, which is often
not properly provided for when designing the
contracts. Second, poorly designed PPPs can result
in an expropriation of public wealth. A wider
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explanation of the second consideration is provided
below.

Research provides evidence that PPPs may lead
to the construction of inefficient infrastructures,
long-term indebtedness of municipalities, un-
equal access to services because of high user
tariffs, poor quality of services, postponement
of investments in less profitable project parts,
contract renegotiation in favour of private pro-
viders and so on (Koppenjan and Enserink
2009, Broadbent et al. 2009). The costs of such
partnerships are ultimately paid by taxpayers,
users of services or other stakeholders who feed
the private partner, allowing him to generate
return exceeding the average returns in the sector.

Poor efficiency outcomes of PPPs for healthcare
are related mostly to serious practical difficulties
in harnessing private striving for profit for the
purpose of public interest. This striving, which
theoretically provides with a number of efficiency
gains discussed above, can easily turn against
public interest. It is especially easy for private
companies to take advantage of the PPP at the
expense of the society at large in the case of an
uncompetitive market for the provided services.
An uncompetitive market scheme can comprise:
inclusion of exclusivity agreements within PPP
contracts, providing subsidies in order to realise
tull recovery costs, giving financial guarantees
with regard to operation and currency risks,
granting tax exemptions, providing soft loans
and formulating regulations that grant the private
provider a local monopoly (Marchegiani et al.
2012) — all these can be named “worst practices”.

Such “worst practices” are driven by the private
partner’s focus on financial performance, com-
bined with the limited managerial talent,
negligence or self-interest oriented behaviour
of the public officials (this problem is usually
ignored in studies on PPPs). For example,
politicians may enter a PPP for a project producing
a utility with a limited collective value in order to
toster a good relationship with the local business
community (Peters, Pierre 2010). Another
example is that, as Engel et al. (2008) suggest,
spending authorities use PPPs to get around
oversight by the legislature that constrains public
spending in order to increase their chances for
re-election. Thirdly, public administrative staff,

following the New Public Management style and
focused on financial efficiency, may not be ideally
suited for representing and safeguarding public
interest (Peters, Pierre 2010). Fourthly, officials
and administrative staff may be susceptible to
the”white hat bias” — a tendency to disregard
facts and distort the truth to serve desirable
purposes (where the PPP is a desirable purpose,
considering how strongly it is advertised). Fifthly,
in the case of complex and long-term relationships,
transparency and control are much weaker than
is the case in more routine political processes
(Peters, Pierre 2010).

The negative picture of PPPs provided above
is only partially true. Firstly, because many public
officials are motivated by public service, and
public management tools are constantly improved
and enhance the public sector’s transparency and
accountability. Secondly, because contemporarily
businesses change their views on their role in the
society. The neoclassical firm theory is challenged
by a wider perspective on norms which govern
business, that is corporate social responsibility
(CSR). The majority of current CSR theories
focus on four main aspects: (1) meeting objectives
that produce long-term profits, (2) using business
power in a responsible way, (3) integrating social
demands, and (4) contributing to a good society by
doing what is ethically correct. Socially responsible
firms introduce firm-wide CSR management
and report on their social and environmental
performance.

In reality, firms, especially those operating
globally, are held accountable for an ever wider
range of issues and are expected to fill new roles,
including more political ones (Scherer, Palazzo
2012). It is argued that the corporate response to
PPP opportunities can be driven by a CSR agenda
(Alexander, Brown 2006). This is the case also
in healthcare (Leenaars et al. 2013).

Since ethics and social welfare are the core
values driving the actions of socially responsible
firms, CSR can be used to alleviate conflicts
of interest between the partners. Nevertheless,
CSR is not a simple answer to all problems related
to PPPs due to the fact that it is a heterogeneous
concept. This can result in conflicts of interest
in other fields. Additionally, if both partners

see their role in protecting public interest, their
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function within the PPP is doubled instead of
being complementary so as to bring about synergy
effects. Eventually, it is not clear which partner is
accountable for safeguarding the project’s financial
efficiency.

4. Mechanisms of governing PPPs
for healthcare sustainability

In PPPs for the healthcare sector, a number
of agency relationships can be identified: society-
officials, shareholders-managers, managers-
stakeholders, public partners-private partners.
Unavoidable conflicts of interest which can under-
mine healthcare sustainability should be managed
carefully. This part of the study focuses on
the identification of PPP governance mechanisms
and instruments aimed to improve the multi-pillar
sustainability in healthcare,done by external
online desk research of PPPs for healthcare
in 2017. The desk research covered a number
of publicly available materials produced by private
consortia participating in PPPs for healthcare,
governments and local governments, financial
institutions supporting PPPs for healthcare as
well as consulting firms. Only the most pertinent
findings are cited here, with the focus being
placed on the developed economies of Western
Europe.

Governance mechanisms influence the partners’
behaviour by increasing the cost of opportunistic
behaviours and by aligning the interests of each
partner with the success of the alliance. They
include policy-wide (legislation, practices) as well
as project-specific mechanisms (e.g. contract,
stakeholder engagement). Governance mecha-
nisms can be relational or contractual, both
producing the desired outcomes (Luo et al. 2013).
Here, the focus is on contractual mechanisms
because of their transparency. Contractual
mechanisms are embedded in the legislation
and/or in the PPP contract. The main identified
governance mechanisms for the support
of healthcare sustainability are briefly presented
below.

A. Pro-competitive measures

Some instruments used to govern public sec-
tor administration in order to mitigate rent-
seeking behaviour among public officials and
administrative staff are already well established.
Public procurement legal schemes, which are
usually applied for PPPs arrangements, include
complex and concise modules aimed at reducing
costs of rent seeking (including corruption, ne-
potism, negligence, etc.). In many countries,
PPPs are governed by separate legislation for
the PPP policy (introduced e.g. in Belgium,
Italy, Poland, Portugal and Spain). Usually, pro-
competitive measures are replicated in the PPPs’
legal framework. The discussed legal framework
can be supported by measures aimed to encourage
public service motivation among officials and
administration, including monitoring and well-
targeted incentives (IPA, 2013). Good practices
in the area include dissemination of public service
values and the communication of goals and prin-
ciples consistent with those values in New Ka-
rolinska Solna — a PPP agreement between the
Stockholm County Council and the project
company Swedish Hospital Partners AB (NKS,
2017).

B. Mechanisms for lowering transaction costs

The specific goal of the public procurement
framework is to maximise the number of bids,
which enhances competition and allows for
reducing the project’s costs. However, to be
accurate, public procurement requires detailed
project specification which increases transaction
costs and reduces the number of bids. There
are many concepts as to how transaction costs
could be decreased, which would stimulate
the attractiveness of the PPP market and
increase the number of bidders, and in turn
would increase competition and hence —
efficiency. These include mainly separate PPP
legislative acts (which is parallel with the public
procurement framework) and project pipelines
(De Clerck & Demeulemeester 2016, ADB
2015). A good practice illustrating this aspect
area is the centralised support structure for PPP
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projects in Lithuania. The structure includes
the Invest Lithuania platform and the Central
Project Management Agency which provides
comprehensive assistance to the development

of PPP projects (Invest Lithuania, 2016).

C. Mechanisms for safeguarding financial
efficiency

In order to enhance the efficiency of projects
implemented by PPPs, certain specific perfor-
mance measurement procedures are used. These
procedures should be executed ex ante, during
the project life cycle, and ex post, after the project
is completed. The choice between internalised
traditional procurement in the public area and
PPPs — ex ante performance measurement — is
based on benchmarks such as the Public Sector
Comparator (PSC). The PSC is a comparison
between the cost of the proposed PPP projects
and the benchmark cost, which is a cost-esti-
mation of the specific service using traditional
procurement. The PSC reveals the value for
money (VM) of a PPP project. Value for Money
is the strategic parameter behind any “make or
buy” option questioning whether a PPP proposal
is more efficient than any alternative, including
public procurement (Moro Visconti 2014). It is
not always legally required to follow performance
evaluation procedures. In some countries, PPP
policies may endorse VfM principles without
providing specific criteria to determine how
the VfM will be calculated. In jurisdictions
where a formal VfM process is not required,
a procurement process may embed some VIM
principles, including quantitative and qualitative
performance benchmarks. To the extent that
VEM principles are embedded in the PPP policy,
a policy-wide governance mechanisms to support
PPP efficiency are provided. Otherwise, PPP
projects require project-specific governance. The
United Kingdom is the best known and most
prominent example of good practices in complex
implementation and regular updating of the VM
standard for all sectors, including healthcare (HM
Treasury 2012).

The financial sustainability in the healthcare
sector is strongly connected with fiscal sustaina-

bility, and that is why the planning process for
PPPs should address fiscal risks. Therefore, the key
success factors in reducing fiscal risks include
avoidance of excess capacity (e.g. Hospital Plans,
Germany), effective competition among public and
private healthcare providers (Germany, France)
and firm contract management (Portugal) (EC,
2011). In the PPP contract for outpatient dialysis
services in Romania, the Ministry of Health set
the prices based on a regional price comparison
study, a flat fee for hemodialysis treatment and
an annual fee for peritoneal patients (Nikolic,
Maikisch 2006). The contract produced improved
patient services at lower costs to the national
health system

D. Mechanisms promoting desirable
environmental and social outcomes

There are several types of governance mecha-
nisms promoting PPPs’ focus on multiple goals,
including environmental and social ones. In the
last decade, the use of environmental criteria
in public tenders has been increasingly diffusive
(the so-called green public procurement). The same
pattern of criteria setting is sometimes applied
in the PPP legislation, thus constituting a policy-
wide ground for formulating environmental
and social goals in healthcare provision via
PPPs, for example in Germany. A common
approach to mitigating the environmental
impact of the infrastructure is to set targets
in terms of energy performance, or carbon dioxide
emissions per square metre, or a requirement to
use recycled materials.

The standards for the criteria targeting social
performance (e.g. equality, employment practices,
impact on the local communities) are relatively
underdeveloped. Public authorities are normally
obliged to consult with the local community before
undertaking an infrastructure project. This most
often takes place at the planning stage, through
a formal consultation process, open meetings and/
or voting by a local council or assembly.

Although the VEM concentrates on economic
efficiency, healthcare and environmental outcomes
can be safeguarded also in the VM evaluation.
In this regard, three solutions are possible. The
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first is providing and following the guiding
principles as to how environmental and social
impacts should be considered in the PPP
assessment even if there is no legal requirement
for this (triple-bottom line). The second solution
is embedding environmental and healthcare
outcomes in the analysis of the PSC (by using
tools similar to those employed in the cost and
benefit analysis, for example contingent valuation).
The third solution consists in setting a number
of criteria, not purely financial-ones, for the award
of the contract. This entails using multi-criteria
decision methods for establishing appropriate
weights for multiple heterogeneous criteria
(adopted for example in Lombardy, Italy). The
selection of the appropriate mechanism should be
based on the project’s specificity. Such solutions
are referred to as the Quality and Cost Based
Selection (QCBS) or, more frequently, as the Most
Economically Advantageous Tender (MEAT).
Expert committees or expert evaluation panels
are set up to ensure that the qualitative criteria
are objective and well-explained (Austria). Post-
bid dialogue sessions usually address the quality
standards and non-financial performance of
the project.

An example of a good practice in the sphere
of environmental and social impact management
is the Kocaeli Hospital PPP in Turkey, where
the complex environmental and social assessment
was made public, where bank specialists and
consultants made a visit to the site to clarify
the issues and mitigation measures, and where
the European Bank of Reconstruction and Deve-
lopment monitors the project’s environmental
and social performance by reviewing the lender
supervisor’s reports, annual environmental and
social reports and by periodical monitoring visits

(EBRD 2016).

E. Mechanisms for ensuring
healthcare quality

The quality of service is an important pillar
of healthcare sustainability. On the market, supply
and demand govern both the quality of servi-
ces quality and the prices. In the case of PPPs,
market forces only partially influence the final

outcome. In practice, payments are usually made
by public authorities, in the hope that competition
will enhance the quality of services. However,
healthcare is a peculiar industry. Demand for
a service — a market force — is driven mainly
by consumer satisfaction, which is very loosely
related to the actual quality of a given service. The
physician—patient dyad is a type of a principal—-
agent relationship and an example of asymmetry
of information. This relationship, to be beneficial
for the patient (appropriate quality of the service)
and the society (no cherry-picking of patients)
in terms of healthcare service provision via
PPP, has to be supervised by an agent who acts
in the public interest. Public partners are generally
better suited for this role, which is important
in the context of service quality target-setting,
measurement and monitoring. Monitoring and
evaluating healthcare outputs are the core activities
in contract and project management. Best practices
in the market include setting appropriate measures
to be monitored as well as choosing appropriate
professionals to carry out the monitoring process
(healthcare professionals). For example, the quality
control at the Holistic Care Center Waldviertel
(Austria), including monitoring of the medical
and economic performance, is conducted by an
inter-university advisory board responsible for
developing and monitoring the quality standards
of holistic care. For proper quality management,
internal and external transparency is a necessity.
In Berlin-Buch Hospital (Germany), the quality
of services is ensured through e.g. public Annual
Medical Reports to transparently track key per-
formance (Nikolic, Maikisch 2006).
Healthcare service quality, accessibility and
affordability are highly impacted by the values
of the private partners and the model of payment
adopted in the PPP contract. Availability pay-
ment — a yearly sum independent of the fulfilment
of the demand, but conditional on delivering
the agreed service quality, has been well-tested
as a solution, and contributes to the quality
of services provided via PPPs. An interesting
model of payments was introduced in Ribera
Salud in Spain, where both infrastructure and
treatment are provided by PPPs. The payment
is a “capitation” model in which the regional
health authority makes a standard payment
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for each member of the population in a single
local area forming a defined catchment area.
Furthermore, the terms of the contract discourage
the consortium from reducing the volume or
quality of healthcare services provided to its
catchment population, since the costs incurred
by patients travelling outside the concession are
charged to the hospital company and there are
disincentives to offering care to non-catchment
citizens (Barlow et al. 2013).

F. Mechanisms for managing conflicts

A PPP contract typically specifies the com-
mitments, contributions and benefits accruing
to each partner, as well as conflict resolution
mechanisms such as arbitration clauses or lawsuit
provisions. Performance measurement and mo-
nitoring as well as other incentives against
the opportunism of both partners should be
specified in the contract. It is argued that, in
complex projects with a long gestation, such
as healthcare investments, there may be a high
risk of abandoning the project at some stage
of its development. Therefore, the project’s
efficiency may strongly benefit from a proper
transfer of these risks to the private sector, with
binding contractual penalties (Moro Visconti
2014). Such penalties are yet another incentive
against the opportunism of a private partner. An
example of concrete practices to ensure healthcare
quality are the contracts of Castelfranco Veneto
and Montebelluna Hospitals in Italy. The rule is
that penalties would be levied if the private partner
did not meet the required performance standards.
The second important rule is that the private
partner has to reinvest 19.6% of the fee paid out
annually by the Health Authority in technological
upgrades (EC, 2014).

Both the contract and the legal framework are
always incomplete to some extent. An important
success factor for PPPs for healthcare is an ongoing
dialogue and good communication between the
partners. Regular meetings and well-designed
and smooth information flow help to achieve it.

The governance mechanisms briefly described
above are not commonly employed in PPPs for
healthcare. However, the dissemination of good

practices is necessary to improve the outcomes
of the healthcare system.

Conclusions

Healthcare sustainability is a complex goal,
where financial, social and environmental objec-
tives must be achieved in order to safeguard
healthcare viability. PPPs as a path for the
provision of healthcare infrastructure can en-
hance or impair healthcare sustainability due
to a number of conflicts of interest that might
occur. The PPP governing mechanisms can be
programmed as sustainability drivers to improve
the resilience of healthcare to the benefit of all
the stakeholder groups. Policy-wide instruments
should focus on appropriate legal frameworks
for PPPs to enhance an efficient management
of tenders, sound financial planning and proper
management of social and environmental issues
during the project’s lifetime. The contract is
perceived by both parties as playing a central
role in governing complex, long-term supply
arrangement. An appropriate model of payment
should be specified in the contract along with
the monitoring scheme, communication rules and
contractual penalties. All these mechanisms must
be suitable for the specific nature of the healthcare
sector. Best practices in the area should be pro-
moted and used as templates for designing PPP
trameworks and PPP contracts in the countries
of Central and Eastern Europe which strive to
modernise their healthcare systems.
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Mechanizmy zréwnowazonego zarzadzania partnerstwem
publiczno-prywatnym w sektorze ochrony zdrowia

Niejasne definiowanie celéw w zarzadzaniu ochrong zdrowia oraz zbyt uproszczone podejscie do analizy projek-
téw w formule partnerstwa publiczno-prywatnego (dalej: PPP) utrudniaja formutowanie mechanizméw zapobie-
gania i rozwigzywania konfliktéw intereséw w ramach PPP w sektorze ochrony zdrowia. Efektywne rozwigzania
w tym zakresie sa stabo znane w krajach Europy Srodkowo-Wschodniej. Celem tego artykutu jest w pierwszej ko-
lejnosci ustalenie poprawnego rozumienia zréwnowazonego systemu ochrony zdrowia, nastepnie przesunigcie kon-
tekstu analizy PPP z perspektywy czysto finansowej w kierunku poprawnie okreslonej perspektywy filaréw zréw-
nowazonego rozwoju ochrony zdrowia i ostatecznie zidentyfikowanie mechanizméw zarzadzania PPP wspierajacych
zréwnowazong ochrong zdrowia. Zastosowanymi metodami badawczymi sa: szeroka analiza koncepcyjna literatu-
ry $wiatowej oraz zewngtrzna, internetowa, analiza danych zastanych publikowanych przez konsorcja PPP, instytu-
cje finansowe i agencje publiczne zaangazowane w zarzadzanie PPP w ochronie zdrowia w Europie. Okreslono, ze
zréwnowazona ochrona zdrowia jest problemem zlozonym i wieloobszarowym. PPP moga wspiera¢ albo hamowa¢
rozwdj kazdego z obszaréw zréwnowazonej ochrony zdrowia. Jakos¢ oddziatywania PPP na zréwnowazong ochrong
zdrowia wynika ze zlozonych konfliktéw intereséw. Wykorzystanie okreslonych mechanizméw zarzadzania w kon-
traktowaniu i zarzgdzaniu PPP jest niezbedne do wspierania finansowego i pozafinansowego obszaréw zréwnowa-
zonej ochrony zdrowia. Bez tych mechanizméw niemozliwe jest zapewnienie trwalosci ochrony zdrowia z korzyscia
dla dawcow kapitaltu, spoleczeristwa i sektora publicznego. Doswiadczenie zdobyte w ramach niektérych projektéw
PPP w ochronie zdrowia inspiruje projektowanie systemu mechanizméw zarzadczych.

Stowa kluczowe: zarzadzanie projektami w ochronie zdrowia, interesariusze ochrony zdrowia, trwalo$¢ ochrony zdrowia
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