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Introduction

The size and role of the private sector in health care provision varies. In nearly all countries, regardless of
economic development, private facilities including faith-based facilities, non-government non-profit
organizations and private for-profit facilities are involved in health services provision. And in many contexts,
their importance is growing. There are great differences among private facilities in terms of their objectives,
principles, operation styles, and location to name a few. They can range from an informal private provider
operating in a slum area of a large city, a high-end clinic providing sophisticated care for the elite in the rich
neighborhoods of the same city to a church-run non-profit health center in a rural village where public

services may not even exist.

The role of private health providers has sparked controversial debates in low-and middle income countries.
For some increasing private provision could lead to gains in efficiency, responsiveness, quality and
consumer choice (1;2). Indeed, the private sector has complemented or taken on health service delivery
functions with positive outcomes in some contexts (3;4). Others have argued that relying on public provision
for health care services is the best guarantee for equitable access and for better health outcomes for the whole
population (5;6) Globally the evidence on the relative advantages of the private sector in health service
provision is largely inconclusive (7-9). However, there is one common message from almost all previous

research - governments cannot afford to ignore non-state actors (10-12).

It is not possible to dichotomize clearly between public funding and service provision and private funding
and service provision. Public funding can be channeled through private facilities and vice versa. However,
irrespective of this, it is in practice impossible to ensure equitable access with limited overall public funding.
National Health Account (NHA) data shown in Figure 1 illustrates that general government expenditure on
health (GGHE) as a share of total health expenditure (THE) ranged from 10% to 97% in low and low-middle
income countries in 2007. Per capita GGHE ranges from a mere Int $ 1 to Int $ 529. In half of these
countries, public funding accounts for less than 50% of total national health expenditure, but there is
considerable variation. Publically funded facilities are often unable to provide a full range of services or
provide medicines for free at the point of service and user charges commonly exist despite the efforts of
many countries in abolishing them (13;14).Moreover, in order to get health care services people have to pay

indirect costs such as transportation costs, which are indifferent to the public-private divide.



Figure 1 - General government expenditure on health as a share of total health expenditure in low and
low-middle income countries, 2007
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The need for a closer examination of the current and evolving roles of various actors in the health sector is
fairly evident. Governments need to garner a better grasp of what they can directly control. Yet at the same,
they may also need other policy tools to ensure that the national health system, including non-government
actors, consistently and effectively promotes better and more equitable access. In this study we look at how
utilization and out-of-pocket spending flows to different providers and how much is spent on transportation
to reach health facilities. We use a unique dataset that allows us to explore the patterns of health service
utilization and related payments in public and private facilities in 39 low and low-middle income countries.
This paper does not go into a normative debate on the appropriate role and size of the private sector
provision of health services. Indeed, how the private sector should be integrated to serve national health
goals is undoubtedly context-specific. Our objective is simply to provide further evidence on the utilization

of public and the private sectors as they presently exist in different countries.

Methodology and data

The World Health Survey of 2003 from 39 low and low-middle income countries is used to look at
utilization and spending at different facilities. The uniform nature of the survey questions and methodology
provides a useful backdrop for this analysis. We use a descriptive approach in this analysis which focuses on
country patterns and the differences between the rich and poor. An appendix lists the country abbreviations

used in the figures.



Service utilization, out-of-pocket payment and transportation cost are from the individual section of the
survey. We included outpatient visits that were reported to have occurred in the 30 days preceding the survey
and inpatient stays within the one year preceding the survey. In order to yield meaningful cross-country
results, we aggregated all the different non-public providers under the single denomination of "private
providers". We classified providers listed in the survey as public and private (where the former were
providers operated by the government and later included privately operated, NGO and other facilities). OOP

was separated into consultation/doctors fees, medicines, tests and others costs.

Utilization rates, out-of-pocket payments (OOP) and per-visit charges are reported for outpatient
consultations and inpatient stays for different providers. We also analyze transportation costs in order to

better understand the factor of the distance and travel cost in choosing facilities.

Results
Utilization

Results from the surveys showed that for outpatient services, more than half of the utilization was at public
facilities in 27 out of 39 countries in the study (Figure 2). For some countries, over 80% of services were
provided at public facilities. For inpatient services, public facilities are even more dominant and their share
exceeded that of the private facilities in all countries except Pakistan and India. In Brazil, Nepal, the
Philippines and the Dominican Republic between 50% and 60% of hospitalizations were at public facilities.

These results can be validated with similar country-specific findings in previous literature (15-17).

In general we can observe a relationship between the dominance of public facilities in outpatient and
inpatient services. Countries with high utilization of public facilities for outpatient services show similar
patterns for inpatient services. However, in exceptions like Bangladesh, private facilities account for a

significant share of outpatient visits, but not inpatient stays.



Figure 2 - Utilization of government facilities

Utilization of public facilities for outpatient and inpatient services
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Share of outpatient visits at government facilities

In a simple model that doesn’t distinguish between purchaser and providers, a larger share of government
expenditure in total health expenditure would be expected to be associated with a higher use of public
facilities. Figure 3 below shows utilization of public facilities for outpatient services as compared to GGHE
as a share of total health expenditure (THE) in each country. Similarly, Figure 4 shows utilization of public

facilities for inpatient services as compared to GGHE as a share of THE.

Figure 3 - Utilization of public facilities for outpatient services as compared to GGHE as a share of THE

Utilization of public facilities for outpatient services against GGHE/THE
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Figure 4 - Utilization of public facilities for inpatient services as compared to GGHE as a share of THE

Utilization of public facilities for inpatient services against GGHE/THE
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General government expenditure as a share of THE

There is a general trend of higher utilization of public facilities in countries with larger shares of
government expenditure in THE. However, there is much variation across countries. This could be
explained by many factors, such as the difference in services available and the efficiency of public
facilities. More importantly it may reflect the different financial arrangements between fund holders
and service providers. Governments can pay for services directly provided through public facilities,
but they can also purchase services from private providers through social health insurance reimbursements
that cover also the private sector or through contracting. Indeed, previous research shows that there is not
always a clear linear relationship between public funding and public service provision (18;19).

Figure 5 shows the utilization patterns for outpatient services for the poorest quintile in a country as
compared to the richest quintile, quintile 5. In most countries, among those who reported utilization of
outpatient services, the poorest quintile were more likely to use public providers as compared to the richest
quintile. For example in Brazil, government operated outpatient services were much more likely to be used
by those in quintile 1 relative to those in quintile 5. This could be expected since the Brazilian health care
model relies on a dual system where the richer part of the population uses mainly privately provided services
where as the Sistema Unico de Satde (SUS) provides public services through pro-poor targeted public
funding (20). However, in some countries such as Swaziland, the pattern is strikingly the opposite - with the
richest quintile using public facilities for outpatient services more than the poorest quintile. In other countries

like Ghana or Republic of Congo, reliance on public facilities seems to be similar across the quintiles.



Figure 5 - Share of use of public facilities for outpatient services in quintile 1 and quintile 5

Share of outpatient utilization at public facilities by different quintiles
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Figure 6 presents the utilization patterns for inpatient stays for quintile 1 and quintile 5. Similar patterns as
those for outpatient services emerge. However, the richest quintile is rarely more likely to use public
facilities compared to the poorest quintile. This figure also confirms the expectation that poorest groups tend
to rely almost exclusively on government facilities for inpatient care- with their use exceeding 80% in 25 of
the 39 countries presented. However, primarily due to the small sample of people reporting hospitalization,

the difference is only statistically significant in 12 countries.

Figure 6 - Share of use of public facilities for inpatient services in quintile 1 and 5

Share of inpatient utilization at public facilities by different quintiles
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Per visit charges in public and private facilities

Figure 7 presents ratio of average per visit charges at public facilities to private facilities. The charges
include all components of OOP — consultation fees, medicines, tests as well as others costs. The Y-axis is the
logarithmic ratio of charges. Values greater than 0 on the axis reflect charges at private facilities being
greater than charges at public facilities and values less than 0 reflect the opposite. The x-axis here (which is
the same as the y-axis of Figure 4) plots the share of utilization of outpatient services in the public sector. As
would be expected, in general, charges at private facilities are higher than at public facilities. This holds for
outpatient services in 27 of the 39 countries presented. Exceptions include countries such as India, Pakistan
and Bangladesh, where private provision of services is also considerable as well as Georgia, Lao People’s
Democratic Republic, China and Mauritanian where public provision is dominant. There are no clear
patterns of utilization at public facilities increasing as the price differential increases as there is much

variation in these results.

Figure 7 - Ratio of per visit charges vs. share of outpatient service use at public facilities

Relative prices for outpatient services vs. share of utilization at government facilities
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Similarly to Figure 7, Figure 8 plots the relative charges per-visit for public and private providers against the
share of utilization in the former for inpatient services. Once again, we observe that charges per-visit are
higher at private facilities in 30 out of 39 countries in this study. Once again, there are variations in the share

of outpatient and inpatient use in public facilities given the same level of difference in per visit charges.



Figure 8 - Ratio of per visit charges vs. share of inpatient service use at public facilities

Relative prices for inpatient services vs. share of utilization at government facilities

q— —
®BIH
€
£
g m ® LKA
5 ®GTM
>
S
E o MWI ® NAM
£
£ N ®BRA
>
® ZAF

- © DO ® TUN
= ® MAR
c ® MMR OKBRR
T o
a o paK ®PHL o PRR2 °cio
8 O PRY O W/¢EN
g 8
>
: s ®IND ecHa ®ZWE ®.A0s
8 ®NPC @ TCD ® VR
2 ® MLI y ®VNM
S 0 &5¢

- ® CHN

T T T T T T
0% 20% 40% 60% 80% 100%

Share of government operated facilities in inpatient utilization

Figure 9 compares the ratios of per-visit charge for private and public facilities for outpatient and inpatient
services. We can note that in most countries with considerable price differentials between private and public
providers for outpatient services, there are also higher prices differentials for inpatient services. However
there are some exceptions, such as Bangladesh, where outpatient services are cheaper in the private sector,
but inpatient visits are cheaper in the public sector. The opposite trend seems to hold for other countries such

as Ethiopia and Viet Nam.

Figure 9 - Relative price for outpatient and inpatient services

Per-visit cost at private facilities over per-visit cost at public facilities
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Total out-of-pocket payments

Figure 10 shows the distribution of total outpatient OOP reported in the survey, grouped by component as
well as by type of facility. On average, 45% of total out-of-pocket payments (which include
consultation/doctor's fees, medicines, tests and other expenses) for outpatient services are paid to public
providers. However, the range across countries is quite wide, with outpatient OOP at public facilities

representing less than 10% in countries such as Guatemala and Malawi, and over 95% in China.

Expenditure on medicine accounts for the largest component of OOP in both public and private facilities. On
average, medicines represented over 57% of outpatient OOP at public facilities and over 45% of outpatient
OOP at private facilities. Exceptions were countries such as Swaziland and South Africa, where consultation
fees represented the largest component of outpatient OOP. Overall, consultation fees were the second largest
component, representing on average, 22% of OOP at public facilities and 40% of OOP at private facilities.
Consultation fees in public facilities accounted for less than 10% of total outpatient OOP on average. Among
the study countries, China and Georgia are the only countries where consultation fees in public facilities

represented over 20% of total outpatient OOP.

Figure 10 - Components of total outpatient OOP by providers and type of service

Total outpeatient GOP by provider andtype of serice
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With regards to the differences in distribution of outpatient OOP across different quintiles, Figure 11 shows
that quintile 5 spends more on the private facilities than quintile 1. Indeed, on average, only 37% of OOP
payments by quintile 5 are to public facilities as compared to 57% of payments by quintile 1. However, the
range is once again very wide with no OOP reported at public facilities by quintile 1 in countries like
Swaziland and Mali, but as much as 100% of OOP in others. Similarly, the range for quintile 5 for public

facilities is from under 2.5% in Ecuador to over 95% in China. With respect to the components of OOP,



quintile 5 seems to spend more on consultation fees than quintile 1, although the patterns are generally

similar to the overall level.

Figure 11 - Components of outpatient OOP by provider and type of service for quintile 1 and quintile 5
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On average, almost 60% of inpatient OOP was at public facilities (Figure 12). It exceeded 80% in 12

countries. Overall, it ranged from just over 10% in Guatemala to over 98% in China.

Compared to outpatient OOP, consultation fees represented biggest share of inpatient OOP at private
facilities, where they accounted for 43% of inpatient OOP. Medicines represented 31% of OOP at private
facilities on average. However, in some countries such as Bangladesh, medicines accounted for a bigger
share than consultation fees. Among public facilities, expenditure on medicines was still the most dominant
component of inpatient OOP, representing on average 48%. The share of OOP on consultation fees at public
facilities was slightly higher for inpatient services at 26% as compared to outpatient services. Notably in
countries such as South Africa and Swaziland, consultation fees were the biggest component of inpatient
OOP at public facilities. Overall, OOP on medicines at public facilities represented 30% of total inpatient
OOP, ranging from 2% to 67%. Consultation fees at private facilities represented 18% of total outpatient

OOP.




Figure 12 - Components of total inpatient OOP by provider and type of service
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Differences in patterns of inpatient OOP across different quintiles also emerge (Figure 13). As with
outpatient OOP, quintile 5 spends less at public facilities than quintile 1 for inpatient OOP. On average,
quintile 5 spends 54% of inpatient OOP at public facilities compared to 72% for quintile 1. However, once
again a fairly wide range is observed - for quintile 1 from under 10% in Mali to 100% in Bosnia and
Herzegovina, and for quintile 5 from 6% in Brazil to almost a 100% in China. With respect components of
inpatient OOP by type of services, a similar picture to that of outpatient OOP emerges - once again, quintile

5 seems to spend more on treatment than quintile 1.

Figure 13 - Components of quintile 1 and 5's inpatient OOP by provider and type of service
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Transport costs

Transportation costs were not included in per-visit treatment charges or OOP. However, when the ratio of
per-visit treatment charges and transportation costs on average are compared, we find that transportation
costs can be considerable. Our results show that on average, transportation costs were 12% of per-visit
treatment charges for outpatient services. In 22 of the 39 countries, they are more than 10% of outpatient
treatment charges. Transportation costs for hospitalization were 17% of inpatient treatment charges on

average. They were less than 15% for 28 of the countries presented.

Figure 14 shows the ratio of transportation to per-visit treatment charges for outpatient and inpatient services
respectively. The ratios of transport costs to treatment charges are smaller for outpatient services at private
facilities in most countries with exceptions such as Swaziland. On average for outpatient services,
transportation costs to private facilities were 8% of treatment charges with and the ratio exceeding 10% in
only 8 countries. For inpatient services, they were 12% on average but as low as around 1% in the eastern

European countries shown here. In 7 countries, they exceeded 15% of inpatient treatment charges.

Figure 14 - Transport costs relative to OOP

Outpatient transport costs as share of per-visit outpatient OOP Inpatient transport costs as share of per-visit inpatient OOP
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Before interpreting the results, some limitations of the study need to be discussed. People's understanding of
whether a health care provider is "public" or "private" may differ. The possibility of misclassification arising
from personal interpretation as well as differences in health systems across different countries should be kept
in mind. We should also be cautious in comparing the results for per visit charges between public and private
facilities without information on the quality and the intensity of the services. Additionally, the general data
quality may vary from country to country. But as there is no strong evidence of this, we have chosen to

indiscriminately present all data for all countries.




A few findings are worth highlighting here. Firstly, the study found that individuals in the richest quintile are
more likely to use private facilities as compared to lowest income group. However, the use of private sector
is not limited to the elite. Even for among poorest quintile, private facilities are used for more than 20% of
total outpatient visits in the majority of countries. This result is in line with previous studies that have also

noted a considerable use of private health services among the poor (21-23).

Secondly, we find that price competition may not be the main criteria for patients in many countries. Indeed,
in many countries even when the price at private facilities is well above that of public facilities, use of public
sector providers is comparatively low. Others factors such as perceived quality, responsiveness and
geographical access may play an important role in determining what kind of facility is used. Indeed, our
study also found that in most countries included in this study, transport costs represented more than 10% of

what the individuals were paying for treatment.

The study also found that consultation fees in public facilities do not necessarily represent the largest
component of OOP. Consultation fees for inpatient and outpatient visits in public facilities account for, on
average, only 10% of total OOP. In most countries, the level is well below 15%. Importantly, the major part

of OOP at public facilities are for the purchase of medicines.

These findings suggest that blanket policies of abolishing user fees, which in most cases only include
consultation fees in public facilities, do not solve the whole problem. As this study shows, this may ignore
the majority of payments such as spending on medicines as well as spending at private facilities, which are
likely to pose immense challenges for equitable access. In practice governments will need to find funding
mechanisms other than direct payments for improving access to services and medicines. Countries should
also consider lowering transportation costs through long-term strategies, such as increasing the number of
facilities and allocating resources based on population need, as well as other policies such as vouchers or

other reimbursement schemes to cover transportation costs (24;25).

More importantly perhaps national health financing systems need to engage with the private sector in a way
that enables greater and better access for the population. Governments, as health sector stewards, should
ensure quality standards are met and routinely gather information from both public and private facilities. In
addition governments may need to implement regulatory measures or establish contractual agreements with
the private sector as part of national service provision strategies. There are many pioneering programs
engaging with the private sector in various settings (26-29). Building on existing experience and the lessons
learnt, policymakers in every country could take steps to better engage with the private sector to achieve

national goals.

Last but not the least, we must bear in mind that the "private" or "non-government" sector is very

heterogeneous. And country-context is key. For example, private facilities may provide drastically different



quality of care in different settings and for different people (30;31). Indeed, our study also found much
variation, both in utilization and in the cost of services. As such, countries should not adopt dogmatic views
on the role of the private sector in health care. This is a complex reality, and policies should reflect rather

than ignore context-specific subtleties.
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Appendix 1 - Country abbreviations used in figures

Country Abbreviation
Burkina Faso BFA
Bangladesh BGD
Bosnia and Herzegovina BIH
Brazil BRA
China CHN
Cote d'Ivoire CIV
Congo COG
Comoros COM
Dominican Republic DOM
Ecuador ECU
Ethiopia ETH
Georgia GEO
Ghana GHA
Guatemala GTM
India IND
Kazakhstan KAZ
Kenya KEN
Lao People's Democratic Republic LAO
Sri Lanka LKA
Morocco MAR
Mali MLI
Myanmar MMR
Mauritania MRT
Malawi MWI
Namibia NAM
Nepal NPL
Pakistan PAK
Philippines PHL
Paraguay PRY
Russian Federation RUS
Senegal SEN
Swaziland SWZ
Chad TCD
Tunisia TUN
Ukraine UKR
Viet Nam VNM
South Africa ZAF
Zambia ZMB
Zimbabwe ZWE




