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Private vs. public provision of public services

o “Why millions of the world’s poor still choose to go
private” (Tim Harford, Financial Times, 2009)

e Common theme: lack of accountability in public sector
(Tooley, 2009; Das and Hammer, 2007).

o Education: teacher absenteeism (J-PAL Experiments).

@ Health: lack of even basic medicines in public facilities
(More et al., 2009).

Stated preference research in developing countries shows

o Availability of medicines is predominant attribute in
hospital choice (Hanson et al., 2005; Kruk et al., 2009a; 2009b).

e Willingness-to-pay (WTP) for availability of medication is
higher for lower socioeconomic groups.
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Discrete Choice Experiments (attributes & levels)
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Discrete Choice Experiments (choice cards)
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Hierarchical Bayes random-coefficients logit estimates

Price Privacy Professionalism Equipment Continuity
(Ref.: 1000 Rs) (Ref.: General Ward) (Ref.: Doctor) (Ref.: Medium) (Ref.: Never met)

4000 Rs 7000 Rs ~ Shared Private Nurse Team Low Full Once Twice
Mean -1847 k% e000*H*  532%*k | 8BEHFH* - 1Q08HH*  |OG4FRK  4BTRRIE 5RAQHAK FABARE 550 Hkk
Predisposing Factors
No. of Children -9 -409* =212 -171 108 74 -513%* -152 315 -121
Miterate -108 -452% -183 -189 -644+% 179 -320 406* 437+ 65
Muslim -828 k802 164 344 38 286 454* -224 -62 22
Household-size -408* -37 -409% -6 -18 347 133 252 180 -59
Value to Homebirth 1104 %3 -85 279 T45% 129 135 680%* 67 -269 -225
First month Antenatal Care 44 -265 -104 -58 636 472% -078##E 151 -588#* =327
Enabling Factors
Income 3,000 - 5,000 Rs 250 -272 909k 160 -483* 157 S971*wk 361 636%* 84
Income > 5,000 Rs -97 -220 579% 321 -390 T35k RS FETH 406* 50 1%
Family Finance 203 -61 495%* -104 316 204 -186 51 186 -193
Need Factors
Health at Risk 89 -237 -4837* 103 -254 246 -254 -56 292 339
Birth by Cesarean -321 -457* -376% -366* 249 S521%* 420* 76 40 -262
Significance codes: 0 0.01 7% 0.05 % 0.1 1
Number of Observations: 9,757

*
Model:  ujj, Xiji (B4 nk) + €ijk (1)
e = Dsi+ ¢ (2)
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Insurance demand by income groups
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Insurance demand by income groups
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Conclusion

Current situation is anything but pro-poor...

@ “[..] after the cost of external medicines was added, the for-profit
sector turned out to be cheaper than the government sector.”

— WoRLD BANK PoLicy NOTE, Radwan (2005)

...but some private providers seem to get the pricing right.

@ “A normal delivery costs Rs 4,000 in the general ward Rs 5,500 in the
semi-private ward, and Rs 7,000 in the private ward.
A normal delivery package is all-inclusive and includes a two-day
stay, medicines, vaccinations, and a baby kit.”

— LirE SPRING HospiTALS PvT LTD, HYDERABAD
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