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Literature

Private vs. public provision of public services

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

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

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

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

Willingness-to-pay (WTP) for availability of medication is
higher for lower socioeconomic groups.

http://thiloklein.de European Microfinance Week 2011 2/ 10

http://www.thiloklein.de


Literature Theory Method Results Policy

Theory

Hospital Choice by Household Income

Monthly houshold income in Indian Rs.
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Delivery Cost by Place of Delivery
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Discrete Choice Experiments (attributes & levels)
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Discrete Choice Experiments (choice cards)

(a) Choice Card 1 (b) Choice Card 2
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Hierarchical Bayes random-coefficients logit estimates

Model: u∗ijk = Xijk (β + ηk) + εijk (1)

ηk = Γsl + ζk (2)
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Insurance demand by income groups

Willingness to pay
(option prices)

WTP for uncertain
component of
medicines is 2.4
times the average
WTP for attributes!

Empirical utility function
in income

indicate diminishing
marginal utility
(DMU).
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Insurance demand by income groups

Willingness to pay
(Option prices)

WTP for uncertain
component of
medicines is 2.4
times the average
WTP for attributes!

Nyman’s (2003) theory of
demand for health
insurance

net-gain
specification of EU.
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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.”

– Life Spring Hospitals Pvt Ltd, Hyderabad
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