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Abstract

Health systems in most (if not all) countries
perpetually struggle with financial problems and
search for resources to cover health care needs.
Increased efficiency of health procurement has
the potential to save a lot of money and to real-
locate them to treatments. The aim of our study
is to analyze technical efficiency (efficiency/
economy dimension) and allocation efficiency (ef-
fectiveness) of public procurement in health care
facilities in the Czech Republic and Slovakia, coun-
tries whose health systems are governed by the
principle of universal access to high quality health
services. Concerning the technical efficiency, the
results show a low rate of competitiveness where-
by the potential of competition is not exploited. In
terms of allocation efficiency, our research also
sufficiently illustrates the criticality of the situation;
however, compared to the element of technical ef-
ficiency the situation in the evaluated countries is
different. In Slovakia, purchases are usually decid-
ed by doctors and procurement is prepared with-
out the necessary ex-ante analysis. In the Czech
Republic, the ex-ante evaluation of purchasing of
medical equipment is regulated, however, the deci-
sion-making process is non-transparent and does
not guarantee allocative efficiency. The study has
critical policy implications — both countries should
urgently adopt measures to improve their respec-
tive procurement processes.

Keywords: health care, public procurement,
allocation efficiency, technical efficiency, Czech
Republic, Slovakia.
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1. Introduction

Increasing the efficiency of public procurement, through which both Slovakia and
the Czech Republic spend about 15% of their GDP, is one of the key factors in the
functioning of the public finance system. According to the experts and the general
public, public procurement has many weaknesses in both countries, with the result
that public procurement (PP) also does not function efficiently in the health care
sector. The core problems in the Czech and Slovak public procurement systems are
well described by existing studies. For example, Grega (2018) identified and analyzed
the main factors determining the efficiency of public procurement (PP) in Slovakia
through extensive primary and secondary research. His questionnaire survey among
contracting authorities and suppliers in PP in Slovakia shows that excessive bureau-
cracy in PP in Slovakia is perceived as the most important factor determining its ef-
ficiency. According to the contracting authorities, the second most important factor
was the ‘frequent change of legislation’ whilst ‘insufficient ethics and morality on
the part of contracting authorities and/or procuring authorities’ was ranked third
by the respondents. Corruption is the fourth most important factor from the point
of view of contracting authorities whilst the lack of competitiveness (few suppliers
involved in PP) was the fifth most important factor determining the efficiency of PP
in Slovakia from the point of view of contracting authorities. From the suppliers’
point of view, the most important factor is ‘lack of ethics and morality on the part
of contracting authorities and/or procuring authorities’ and the suppliers placed the
‘excessive bureaucracy’ factor in the second place. Close behind the first two factors,
the third most important factor determining the effectiveness of PP in Slovakia, from
the suppliers’ point of view, is corruption. In the remaining places, the factors were
placed in this order: ‘lack of control’, ‘non-compliance on the part of the contracting
authorities’, and ‘few suppliers involved in PP’.

The aim of our study is to analyze technical efficiency (efficiency/economy di-
mension) and allocation efficiency (effectiveness) of public procurement in health
care facilities in the Czech Republic and Slovakia. Over the past few years, the health
systems in both countries have perpetually struggled with financial problems, and
have a total spending of around 6 to 7% of GDP. In such a situation, any leak of re-
sources via inefficient procurement endangers the principle of universal access to
high quality health services, which is the official ‘motto’ of both systems.

Previous existing studies (and well-known scandals, such as the procurement of
CT tomography equipment in Slovakia) confirm important problems with public pro-
curement in Czech and Slovak health care establishments. For example, an earlier
benchmarking study by Vlach, Sicakova-Beblava and Nemec (2004) demonstrated
fundamental inefficiencies in the process of purchasing goods by Slovak hospitals.
At that time, the director of a hospital with one of the least quality purchasing re-
cords replied in an interview on Slovak Television that the role of hospitals is not to
procure efficiently but to treat patients. The obvious question arises: is the situation
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improving, or wasting of resources is still a pertaining problem of the investigated
health systems?

2. Efficiency of public procurement

Efficiency was defined by Samuelson and Nordhaus (1992) as a condition where
there is no wastage. When evaluating the efficiency of public procurement (hereinaf-
ter referred to as PP) it is possible to focus on a number of dimensions and available
evaluation methods (Ochrana, 2004). In view of this state, we consider it necessary
to distinguish between allocation and technical efficiency. Allocation efficiency is
defined by e.g. Stiglitz (2000) as an optimal allocation of scarce resources in the econ-
omy. Allocation efficiency mainly deals with whether the utilization of resources will
achieve the desired state. Technical efficiency is defined by Kerstens (1999) as pro-
duction within the constraints of production possibilities, so scarce resources are uti-
lized to the maximum extent possible. Monitoring allocation and technical efficiency
in practice is often done by monitoring the so-called ‘3E’, i.e. economy, efficiency,
effectiveness (see Table 1).

Table 1: Essence of the principles of 3E

Principle What it monitors
Economy (technical efficiency) Minimizing costs
Efficiency (technical efficiency) Total cost per unit of output (ratio)

Success rate in achieving goals (do we do the right things;

Effectiveness (allocation efficiency) do we achieve the effects?)

Source: Author’s own construction according to Ochrana (2004)

A suitable specific tool for assessing the economy and, to some extent, the effec-
tiveness of PP is benchmarking, which can be used for internal comparisons (compare
prices of the same goods, services and construction works within the organization) or
external ones (compare with market prices or with other contracting authorities), and
it ultimately increases the efficiency of PP (Chamberland, 2005).

From the legal point of view, the current PP legislation in the Czech Republic (Act
no. 134/2016) and in Slovakia (Act no. 343/2015) focuses only on technical efficiency
and not allocation efficiency. For example, Para. 10(2) of the Slovak Public Procure-
ment Act no. 343/2015 states that ‘the public procuring authority and the procuring
authority must respect the principles of equal treatment, non-discrimination of eco-
nomic entities, transparency, proportionality and economy and efficiency’. The con-
cept of 3E (‘value for money’) is only indirectly connected to PP, but it has started to
receive more and more attention in both countries — for example, Slovakia created a
specialized Value for Money Unit at the Ministry of Finance of the Slovak Republic.
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3. Research about factors determining allocative and technical efficiency
of health care procurement

There exists a large number of papers dealing with acquisition of goods, services
and works, many of them with a focus on health care sector procurement. The com-
prehensive paper of Decarolis and Giorgiantonio (2015), mapping health procurement
procedures in Europe, uses data covering the universe of EU public tenders for the
period 2009-2014. The authors describe the key empirical features of the market with
regard to awarding procedures and contractual forms and discuss the implications
for quality, competitiveness, corruption and product innovation. Kumar, Ozdamar
and Ng (2005) review the existing literature in procurement performance measure-
ment and, on this basis, they identify the key areas of purchasing performance. The
authors also develop a model and a balanced scorecard by establishing a set of generic
measures. Arney et al. (2014) researched the use of strategic contracting practices in
public procurement. According to their opinion, it may present an opportunity for
substantial improvements in procurement efficiency and commodity availability.

The first core element of this paper, related to economy/efficiency, is competitive-
ness. According to the findings reported in scientific literature, a low rate of competi-
tiveness has direct impact on the final price, which is most often assessed by compar-
ing the estimated value of the contract with the tender price. Gupta (2002) found that
6-8 offers are needed to achieve the highest savings. The findings of Brannman, Klein
and Weiss (1987) are very similar — the highest savings were achieved with 7 to 8 bid-
ders for most control groups. Gineitiené and Serpytis (2011) analyzed procurement
of technically identical and standardized goods. The results were similar to those of
the previous authors where significant savings were achieved (for some goods even
higher than 10% or 20%) with an incrementation from one tenderer to two.

The research on the impacts of competitiveness on the procurement results is
relatively frequent in the conditions of the Czech and Slovak Republics. Soudek and
Skuhrovec (2013) analyzed the procurement of electricity and natural gas (homoge-
neous products) in the Czech Republic. The authors pointed out several important
findings in their work. According to them, contracting authorities regularly overes-
timate the forecasted value of the contract, ergo, their price forecast does not corre-
spond to the current market price, and the greatest impact on the final price is due to
the chosen procurement method (the utilization of the open tender decremented the
achieved price, on average, by 7%) and, on average, each supplemental tenderer dec-
remented the final price by 1%. Pavel (2010) analyzed the impact of competitiveness
on the price of road constructions and railway transport infrastructure in the Czech
Republic. In his work, he found that, on average, each additional tenderer reduced the
resulting price by 3.27%. In Slovakia, a frequently cited work is by Sipos and Klatik
(2013). The authors focused not only on competitiveness, but also on the impact of uti-
lizing e-auctions and of the procedures used, and found that as the number of tender-
ers incremented, the resulting price of tenders declined and the highest savings were
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achieved with five or more tenderers. Sicakova-Beblava, Klatik and Beblavy (2013)
found that the first bid reduces the price by an average of 4%, and each subsequent bid
reduces it by 84% of the precedent reduction. According to the authors, three bidders
should be enough to achieve 10% savings and, according to the authors, savings of up
to 20% can be achieved. Grega (2018) delivered a really comprehensive study analyzing
the level of competitiveness in the Czech (2008-2013) and Slovak (2010-2014) procure-
ment of goods, services and works. His calculations on the Slovak sample of 27,234
procurements between January 1, 2009 and August 12, 2014 shows that the calculated
price decrease for a second tenderer was 7.7%, for a third tenderer 8.9%, for a fourth
tenderer 11.75%, and the peak, 16.9%, was achieved in PP with five tenderers.

The second core element of this paper related to effectiveness is procurement
planning, with a focus on the health technology assessment (HTA), which represents
a critical success factor determining allocative efficiency of health care procurement.
The importance of achieving allocative efficiency is connected with the fact that
progress in the development of new drugs, medical devices, diagnostic and thera-
peutic interventions is leading to a constant expansion of treatment options. All of
these areas are collectively referred to as ‘medical technologies’, and include drugs,
medical appliances, medical devices, diagnostic and therapeutic methods, diagnostic
tests, as well as preventive measures in healthcare. However, the supply of these new
health technologies and the costs associated with it are growing significantly fast-
er than the available financial resources in national health systems. Health systems
thus find themselves in a situation where they cannot offer all these technologies
to their citizens, but only have to choose some of them. It is therefore necessary to
decide regularly whether new technology offers sufficient value for money (Henshall
and Schuller 2013). For the needs of this complex decision-making process, a specific
method of evaluation of health technologies, the so-called HTA - health technology
assessment, is used.

The essence of the HTA approach is that it comprehensively analyses various
aspects of the implementation of the evaluated technology. Emphasis is placed on
demonstrating clinical efficacy and safety, as well as on the cost-effectiveness of
the technology. The HTA also includes an analysis of ethical, legal, organizational
and other aspects and impacts associated with the use of the relevant technology in
healthcare. In most countries where HTA is in place, this method is mainly used in
drug price negotiations and the inclusion of new medicines in the reimbursement
system. The use of HTA for the evaluation of medical devices and treatment and di-
agnostic interventions is less widespread; however, it may bring the same positives
as for drugs and medicines, i.e. efficiency of the use of public resources. In recent
years, in developed countries, HTA has also been linked to procedures for securing
purchases in health care.

The combination of HTA and PP means that the competition documents are linked
to the results of HTA studies and clinical guidelines. In the field of medical technolo-
gy and medical devices, the results of national and regional HTA studies can be used
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in the preparation of public procurement (needs analysis, selection of appropriate
technology or preparation of the necessary technical specification). An example is the
HTA study on medical devices from the British HTA agency NICE (National Institute
for Health and Care Excellence), the conclusions of which are used as recommenda-
tions for managers responsible for purchasing medical devices throughout England’s
health care system (Fuchs et al, 2017).

As HTA is an evidence-based process that aims to examine the health, social, eco-
nomic and ethical implications of using technology in healthcare delivery, HTA be-
comes a decision support tool when providing the necessary evidence of the costs
and benefits of technology. Therefore, the benefit of using the principles of HTA can
be stated in the fact that using HTA methods, the value of the purchased technology
could be determined within the more advanced practices of public procurement (so-
called ‘value-based procurement’). Therefore, in recent years, increased attention has
been paid to the integration of a comprehensive approach to the evaluation of bids
in public procurement to help the criterion of the most economically advantageous
tender (MEAT). Specifically, some factors used in the HTA analysis are reflected in
public procurement, where they form the evaluation criteria of individual bids. In
addition to the costs themselves, the evaluation criteria often include, for example,
the shelf life of the medicines or ensuring safety when administering medicines (e.g.
container designed to reduce the risk of medication errors).

Recently, the principles of HTA have also been used in the implementation of
PP directly at the hospital level (Zavadil et al., 2016). The use of hospital based HTA
(HB-HTA) for the selection of medical technology at the hospital level allows includ-
ing the specific requirements and environment of the buyer, which is usually missing
in large, or national, HTA studies. The HB-HTA therefore takes into account factors
relevant to the specific institution, e.g. organizational structure, method of ensuring
technology management, strategic goals and plans, characteristics of the catchment
area, etc. The specific implementation of the HB-HTA principles depends on the in-
ternal requirements and capabilities of the care provider. In terms of the purchasing
process, the role of HB-HTA is to provide the hospital management with the nec-
essary information for better targeting and organization of the public contract. An
example is the grouping of Swedish municipalities that commissioned a HTA study
on a new antibacterial medical device prior to awarding a public tender, as there were
doubts in terms of its clinical and cost-effectiveness (Askfors and Fornstedt, 2018).

4. Research methodology

The aim of our article is to test selected factors determining the allocation and
technical efficiency of health care procurement in the Czech Republic and Slovakia,
namely the level of competitiveness and the scale of use of HTA in preparing tenders.

Both Czech and Slovak health sectors represent a public-private mix of provid-
ers: out-patient care is mainly privatized; the hospital sector in the Czech Republic
is dominantly public, whereas in Slovakia university hospitals are public, whilst the
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rest of the sector is constituted especially by non-profit private hospitals. Most of the
finance comes from public health insurance schemes, delivering compulsory health
insurance via the system of a pluralistic network of health insurance companies (the
German model). Patients are entitled to a comprehensive scale of health services, cov-
ered by their health insurance, co-payments are very limited in Czechia and moderate
in Slovakia (for more information, see, for example, Bjorkman and Nemec, 2013).

As regards to methodology, from a technical efficiency point of view (in accor-
dance with the existing knowledge about factors determining technical efficiency),
we concentrate on the problem of competitiveness which determines economy/effi-
ciency. From the point of view of allocation efficiency (effectiveness), we investigate
to what extent an ex-ante analysis of the need of procured medical equipment (par-
ticularly HTA) is carried out. To achieve this goal, we set out the following two main
and four auxiliary research questions:

1. What is the rate of competitiveness in PP in the Czech and Slovak health care
sectors and what is its impact on economy/efficiency?
a) Rate of competitiveness?
b) Impact of the rate of competitiveness on the final price?
¢) Indicative value of the indicator difference between expected and final price?

2. Does the allocation efficiency dimension also apply when preparing tenders?
a) Is HTA and other methods of ex-ante evaluation of public expenditure used in
the preparation of tenders?

From the point of view of measuring the rate of competitiveness we use domi-
nantly quantitative research methods. To measure the economy/efficiency of PP we
employ the most commonly used approach — comparing the estimated value of the
contract with the winning bid’s price. It is a transparent, unpretentious and quick way
of evaluating, although its use is linked to certain issues that we will address when
answering research question 1c. The PP methods are divided into competitive (public
and restricted) and non-competitive (negotiated). The main source of data is our own
primary quantitative research, covering a fully comprehensive and representative
sample. When calculating the achieved savings, we processed a complete sample of
all procurements in the Czech and Slovak health services for the period 2014-2019 (all
registered PPs for the given period — almost 4,300 cases — are covered and their infor-
mation was processed by us). To verify the issue of the fictitious estimated price (ques-
tion 1c), we analyzed in detail the purchases of medical equipment by hospitals for
2017, based on documents available in the Public Procurement Office registers. Data
on individual PPs were obtained from the national registers of the Public Procurement
Office and processed by the authors of this article. The most important monitored
variable is savings, we calculated them using the following formula:

Final price — Forecasted price

Savings = _
Forecasted price
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We have omitted the extreme values (savings or overspendings over 60%) that
could have been caused by transcription errors or major errors in estimating the fore-
casted PP price and cannot be caused by regular market competitiveness.

To study the impact of explanatory variables on the savings we run a generalized
linear model with the following equation:

Savings = 3, + p,Procurement method, + f,Year,
+B,EU Quality criterion, + 5, Number of bids, + &,

where:

— Savings is the continuous variable obtaining values from interval [-60, 60];

— Procurement method is the binary variable indicating whether the public pro-
curement process was performed via negotiation or tender;

— Year is the categorical variable indicating the date of the procurement;

— Quality criterion is the dichotomous variable which indicates whether the pro-
curement contained also qualitative criterion; and

— Number of bids is the continuous variable which indicates the number of bids
within the procurement process.

In terms of allocation efficiency, we will mainly use secondary qualitative analysis
— analysis of PP documentation, available on the website of the Public Procurement
Office and the information and materials of the Institute for Health Policy of the
Ministry of Health of the Slovak Republic. To enrich the list of sources, we also inter-
viewed a small sample of health sector specialists in both countries, experts directly
involved with public procurement in the sector.

5. Discussion of results

5.1. Rate of competitiveness and its impact on the final price

As mentioned in the methodology part, in the following analysis we focus on
three elements - level of competitiveness, impact of competitiveness on the final
price, and the problem of fictitious savings.

Concerning competitiveness, as in other areas of the public sectors in the Czech
Republic and Slovakia, the procurement process in health care has a very low compet-
itiveness factor. According to the data obtained from our sample, the average number
of bids varied between two and three for the whole monitored period (Figure 1).

PP in the Czech and Slovak health care sectors is characterized by a high propor-
tion of competitions with one bidder — Figure 2. For example, up to 36.5% of PP in Slo-
vakia in the period 2014 to 2019 were attended by only one bidder, i.e. approximately
one third of PP in the monitored period was awarded without real competition among
bidders. In the field of procurement of medical technology, this figure is up to 69.1%.

When calculating efficiency - the savings rate (the difference between the esti-
mated and final price), we excluded all extreme values from the analysis (the extreme
could be due to inadequate valuation of the subject of the contract, obvious typing
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Figure 1: Competitiveness in PP in the Czech and Slovak health care sectors for the period 2014 to 2019

Source: Own processing based on data from the Public Procurement Office
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Figure 2: Share of PP with one bidder for individual years, Czech Republic and Slovakia, 2014-2019

Source: Own processing based on data from the Public Procurement Office

error, or improper setting of competition conditions). Figure 3 shows the results for
the whole monitored sample.
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Figure 4 characterizes the difference between the estimated and final prices and
clearly shows the savings increase in proportion to the number of bids submitted. In
the figure we used an interval of savings amount and modal number of bids for the
given savings interval (we divided the savings into five equally sized bins: = savings
less than or equal to zero (<= .0000), savings of 0.01-0.25%, savings of 0.26-3.74%, sav-
ings of 3.75-14.47%, and savings greater than 14.48%).
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Figure 3: Average difference between estimated and final price 2014-2019 (savings in % of estimated price)

Source: Own processing based on data from the Public Procurement Office
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Figure 4: The relationship of competitiveness and savings in PP, Czech Republic and Slovakia, 2014-2019

Source: Own processing based on data from the Public Procurement Office
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An interesting specific finding is the fact that, when purchasing is undertaken in
the Slovak and Czech health care sectors, the possibility of using the most economi-
cally advantageous offer as a selection criterion is not used — the only criterion used
is the lowest price. This award criterion may be satisfactory for standardized (homo-
geneous) procurement items, but it certainly is not when buying complex equipment,
services or works.

The presented results are an exact mathematical picture of the data processing
of the selected sample; however, as a matter of fact they do not have to be a suitable
picture of the reality. The main problem that potentially limits the credibility of the
findings is fictitious savings — setting the higher estimated value of the contract is
beneficial for the contracting authority because it can achieve higher (albeit ficti-
tious) savings.

According to some authors, the winning bid price should be compared to the mar-
ket price (Soudek and Skuhrovec, 2013) and not the estimated price. The use of a
market price as a benchmark is suitable for homogeneous goods and services with
precise quality specifications and sufficient number of suppliers.

In our case, we tested the problem of fictitious savings on detailed data on medical
equipment purchases for 2017. In the Public Procurement Office system, we set up the
search term ‘nemocnica’ (hospital) and CPV code ‘“Zdravotnicke vybavenie’ (medical
equipment) through the search mechanism. To our surprise, for the year in question,
we identified only eleven completed competitions in the system and in three cases
the savings were extremely high. For a detailed examination, we first chose the pur-
chase of operating tables — an estimated price of 80,000 EUR and a final price of 41,785
EUR, or 47.8% savings. From the text of the signed contracts, we discovered which
specific model of the table the hospital had bought, which allowed an approximate
price benchmark. Examination of similar purchases shows that the final price oscil-
lates around current market prices for purchased table models (perhaps with a little
overpricing, but this cannot be accurately assessed), which clearly implies that the
estimated price has been inflated. For the purposes of this research, we do not consid-
er it necessary to investigate how the miscalculation of the price occurred (whether
by poor specification and purchasing a cheap alternative that the hospital might not
want or whether it was done deliberately), what is important is that we have been
able to document the real existence of the concept of “fictitious savings’ on a concrete
example.

Regression results are in Table 1. A test of the significance of the model with the
following hypotheses was run:

HO: The suggested model is not significantly suitable for the data.
H1: The suggested model is significantly suitable for the data.

The Likelihood Ratio Chi-Square is 258.5 on 8 degrees of freedom, with p value
<.001, so we can reject the null hypothesis and we can assume that model is well
suited.
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The interpretation of the obtained coefficients delivers interesting findings. The
most important variable appears to be the number of bids. In the case of number of
bids, we conclude that an increase in the number of bids by one induces an increase
in savings by more than 12%.

The results for other variables are interesting and not fully in line with general
expectations. When negotiation is used as a procurement method, savings are 6.3%
higher than in the case of open tender. When we take into consideration the year in
which the public procurement took place and set 2019 as a reference year, we notice
that even if the time of the procurement is statistically significant, its impact on the
creation of savings is minimal. If we compare public procurement procedures where
the final price is used as the award criterion against procedures where the MEAT cri-
terion is used, we observe that savings are subtly higher in the case of procurement
where the award criterion is the lowest price.

5.2. Objectification of the need
for the subject of the procurement: HTA

As already mentioned, both Czech and Slovak Public Procurement Acts do not
directly include the need to monitor the allocation efficiency — the effectiveness of
planned expenditures — when purchasing from public sources. However, this require-
ment arises implicitly, for example in Slovakia in relation to the wording of the Act
on Financial Control and Audit (Act no. 357/2015), which stipulates in paragraph
5 that ‘The public administration body is obliged to create, maintain and develop
financial management within which it ensures economical, efficient, effective and
meaningful execution of the financial operation or part thereof’.

5.2.1. Ex-ante evaluations of effectiveness
of planned procurement — the Czech Republic

The Czech Act (Act no. 134/2016, The Public Procurement Act) regulates the
course of public procurement itself and does not interfere in the area of needs anal-
ysis prior to the contract itself. However, in the activities of individual Czech stake-
holders in the health sector (especially the Ministry of Health) certain elements can
be stated (especially a comprehensive view of the cost and organizational impact of
introducing technology into hospital operation) using the above-mentioned princi-
ples/methods of HTA.

In the last decade, many purchases of medical equipment in the Slovak Republic
have raised and still raise doubts about the suitability, effectiveness and price of pur-
chased devices (Rogalewicz, 2015). In response to this situation, a commission was set
up in 2014 at the Ministry of Health to assess new device technologies and capacities
covered by health insurance, the so-called Instrument Commission. During the exis-
tence of the commission, there were several changes in the methodology of its work,
but the purpose remained the same — assessment of proposals for the location and
operation of instrumentation, which is covered by public health insurance through
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services provided on them, or the purchase of devices with subsidies from the state
budget. As part of its activities, the commission assesses the devices primarily in
terms of the effectiveness of their procurement in relation to the need for availability
of these devices in the Czech Republic, taking into account their effective utilization.
The assessed medical devices include e.g. CT, MRI, radiotherapy technique, robotic
surgical systems and other techniques more expensive than 5 mil. CZK excl. VAT, i.e.
all ‘big’ medical devices. Before issuing a public contract, the applicant (healthcare
provider) must submit an application to the commission according to the set content,
including a feasibility study. In the case of a completely new type of device, the com-
mission uses the principles of HTA, i.e. in addition to the expected costs of operating
the new technology, the medical benefit for the patient and for the health status of
the population of the Czech Republic is also assessed.

The original work of the commission was assessed by experts as opaque, only the
final opinions were published (supported, rejected or postponed). Since 2018, there-
fore, the submitted applications have been publicly available on the Ministry’s web-
site, but without a feasibility study. Even in a situation where applications are avail-
able to the public, the decision of the commission cannot be considered completely
transparent, because the information in the application is very brief and the justifi-
cation of the commission’s opinions is insufficiently detailed (approximately half a
page). The commission meets four times a year and, in 2019, the commission assessed
35 applications for the purchase of new devices (existing and completely new types)
and 108 applications for renewal (purchase of an existing device of the same type).
Despite these reservations, given the complexity of the issue of deploying ‘old” and
making ‘new’ technologies, the very existence of such a body can be considered ben-
eficial, as it is an effort to rationalize and guide the efficiency of public funds spent.

The situation was summarized by the interviewed Czech health care experts as
follows:

‘Concerning manufactured devices costing over 5 mil. CZK excl. VAT, ev-
ery purchase in the Czech Republic — if the operator wants to operate it in the
regime of payments from public health insurance companies or if it is pur-
chased from public money — must pass the Commission for assessment of new
instrument technologies and capacities paid from health insurance (so-called
Instrument Commission’). HTA studies (regular, not HB-HTA) are required in
the Czech Republic only in the case of the first purchase of a certain technology
(i.e. not renewal or expansion of existing capacities). HTAs which are already
published elsewhere in the world or in the Czech Republic, are not required to
create a new study, even if none exists. However, the decision of the Instru-
ment Commission is purely political and is not required to take into account
the results of HTA. In my opinion, the general knowledge of HTA methods in
the Czech Republic is already relatively good, but hospitals are not sufficiently
acquainted with the possibilities of using HTA elements at the level of medical
facilities or their consortia (HB-HTA).
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5.2.2. Ex-ante evaluations of effectiveness of planned procurement — Slovakia

The analysis of allocative efficiency in health procurement in Slovakia is slightly
more complicated. Non-profit and private hospitals (about 80% of regional hospi-
tals have the character of a company or non-profit organization), are non-regulated
in relation to the planning of purchasing and have full discretion in deciding what
to purchase. To obtain a concrete picture, we interviewed a representative of the
Public Procurement Department of a ‘district’ hospital which has the legal character
of a non-profit organization providing generally beneficial public services (Act no.
213/1997). The answer clearly demonstrates that the preparation of the tender specifi-
cations does not rely on any objective methods confirming the need and effectiveness
of the purchase (allocation efficiency).

‘The purchase of medical equipment and the related planning are coordi-
nated by the operational and technical department in close cooperation with
the heads of departments. Planning is linked to the financial capabilities of
the hospital, so we cannot talk about planning ‘in the true sense of the word’,
i.e. priority is to be given to the purchase of equipment that is morally and
physically worn out yet necessary for the provision of health care. The planned
purchase of medical equipment in the period 2019-2020 is worth approximately
2 mil. EUR. Neither HTA or financial and economic ex-ante analysis — simply
put, a feasibility study is not made before the purchasing decision. It is main-
ly the doctors and head physicians of the individual departments who decide
(based on the requirements of their doctors).”

From the perspective of public hospitals, according to our findings, the situation
was similar prior to 2017 and resulted in the purchasing of overpriced and unneces-
sary devices (several scandals are documented by the media). Since 2017, the Institute
of Health Policy (Institut zdravotnej politiky — IZP) has been directly involved in the
processes of purchasing medical equipment by public hospitals, and analyses each
preliminary requirement sent to them by organizations. For each purchase of med-
ical equipment, IZP prepares a standpoint on the estimated price and monitors the
outcome of the procurement. This has so far been conducted only in Excel in the fol-
lowing structure of monitored data — serial number, date of receipt of the application,
applicant, contact person, contact, required group of medical equipment, required
group of health equipment, date of issue of standpoint, type of standpoint, person
responsible for sending standpoint, link for expressing views, date of application to
Department of Public Procurement (Odbor verejného obstaravania — OVO), date of
application from OVO to IZP, date when application for PP has been processed, re-
quested price excl. VAT (EUR) from market research, approved maximum amount
excl. VAT (EUR), commencement of PP, conclusion of PP, entry price excl. VAT (for
e-auctions), competition participants and their price, winning participant, winning
bid price excl. VAT (EUR), link to procurement/contract, procured medical equip-
ment, and savings.
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A shortcoming that should be removed in the future is that IZP will focus mainly
on price benchmarking when approving medical equipment purchases, and will only
marginally assess the need (in exceptional cases, IZP could refuse unnecessary equip-
ment with parameters that do not meet the needs of the relevant hospital, but this is
not yet systemically happening).

6. Conclusions

The aim of our study was to verify the efficiency of public procurement in the
Czech and Slovak health care sectors, focusing on both technical and allocation ef-
ficiency. Concerning the technical efficiency, the results are not at all encouraging
in that they show a low rate of competitiveness thereby not exploiting the potential
of competitors to achieve economy/efficiency (this potential was fully confirmed by
our regression model). The reported savings, calculated as the difference between the
planned and final price, averaged around 6%, which is low and fully corresponds to
the small number of bids submitted and evaluated. Moreover, a more detailed anal-
ysis suggests that the reported savings are only fictitious (due to the overestimation
of the planned price) and according to our data, the health care sectors conduct un-
necessarily expensive purchases, probably above the current market price level (exact
benchmark of purchase and market prices is not retroactively possible). Excessive use
of the lowest price criterion in the award of contracts only exacerbates the situation.
The regression model shows some very interesting findings, which are not fully sup-
ported by other research in the area - for example, the fact that the negotiation meth-
od delivers better prices compared to open tender. We do not have an explanation for
this at this stage of our research.

In terms of allocation efficiency, more detailed publicly available data are lacking,
especially for Slovakia, but our research sufficiently illustrates the criticality of the
situation. Compared to the element of technical efficiency, the situation in the eval-
uated countries is significantly different. In Slovakia, purchases are usually decided
by doctors and procurement is prepared without the necessary ex-ante analysis of
the effectiveness of the planned purchase. The activities of the Institute of Health
Policy, which regulates purchases of medical equipment in public hospitals, have im-
proved the situation in the recent past, but not to the required extent. In the Czech
Republic, the ex-ante evaluation of purchasing of medical equipment is regulated and
the official body - commission - responsible for approving such purchase has been
established. However, the decision making of this commission is non-transparent
and does not guarantee allocative efficiency. According to the opinion of the authors,
the core explanatory factor of this situation is the existence of systemic corruption
in both countries (Langr, 2020), which determines the processes and results of public
procurement (not only in hospitals).

The results of this study deliver significant policy lessons and suggest critical
policy recommendations. On the one hand, health establishments in both countries
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complain that they do not have enough resources to cover costs of universally pro-
vided high quality care for patients in need. On the other hand, they waste significant
amounts of resources because of inefficient and ineffective public procurement.

From the point of view of technical efficiency, existing studies (Grega, 2018; Lan-
gr, 2020) indicated that a limited number of bids is not the result of low supply ca-
pacity of the market. On the contrary, it is dominantly the results of existing sys-
temic corruption and also a reflection of the low quality of the functioning of public
procurement systems, overwhelmed by bureaucracy, but without any clear focus on
efficiency. In such a situation, two lines should be followed. One of them is reforming
how public procurement functions in the country - to refocus from an emphasis on
the compliance with bureaucratic rules to an emphasis on results, which can be eval-
uated for example by systematic benchmarking (Nemec, Grega and Orviska, 2020).
The second line is connected with general trends related to fighting corruption — both
education (to limit the high level of tolerance to corruption) and punishment (to in-
crease the risks connected to fraudulent behavior) seem to be critical elements.

From the point of view of allocation efficiency, the Czech example shows how to
start — some level of centralization and central regulations is necessary. However, it
is also necessary to achieve maximum transparency of such oversight.
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