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Basic Proposition

Markets-and mechanisms have-a place in human services,
butthey are most-efiective if they are-used-in a limited and
strategic'way

In particular; the-tight control of entryibased on the
demonstrated-capabiiity of'providers Is-at-the core, 6f
makingsmarket mechanisms-Work'in human services

While-lowenrng barrers te-entnisian importantgeneral
principie inithe supply of  many:, goods | and-Services, it needs
10 be-qualified-where-there are supstantal ifemediable
Seurces-ghmarketdailare

While=Hmiting, Rty OOVIOUSIYI Can DHNGH ItS IOWIRL PIODIEMS
eNnbalahce -these-prodiems aneiess thantinése ansing-om
allowingsiree-entry



Theory of the Second Best

E Lipsey & Lancaster {1956)

e If;any ofsthe conditions {ora: competitive-market
are-absent, the ;second best ottcome will often be
achievedspy.violating another ef-the conditions

I This'cangenerate some; countervaling power o, oifset
the-negatives-of the:lack-of the firstcondition

E N ther seminalworkionquasi “marketsi-lLe'Grand
&iBariett (£993° pi35) tsed tieexampie-of
= Of fcr stiructural seasonse. . puicka A CF Senecas] hesve o 0

iNadequatetintormationit;may be preferagieio-nave
providersitaira e ot motivate doy=-linaneial
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Overview

= Background «
L marketisation of human:Services «- .-
C distinctiveness-of human: Services '« -
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L relevantimicero 1+ -economic theoty s
L nature ok human-service markets: <=«




