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Public vs. private provision of public goods

Education literature

Test score performance
→ Tooley & Dixon, 2005

Teacher absenteeism
→ J-PAL Experiments

Health literature

Provider attention
→ Das & Hammer, 2005

Drug availability
→ More et al., 2009

Common theme:

Lack of accountability of
public sector providers

Focus of this study:

“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, vacci-

nations, and a baby kit.”

– Life Spring Hospitals Pvt Ltd

“[...] 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 (2005)
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Hospital choice for maternity care in Hyderabad, India
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Question: What explains lower income groups’ predilection for
private providers? Despite them generally being

more expensive,
less qualified, and
demonstrably more responsive to patients perceived, rather
than actual medical needs (Das and Hammer, 2005).
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Attribute levels used in Discrete Choice Experiments
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Choice cards used in experiments

(a) Choice Card 1 (b) Choice Card 2

http://thiloklein.de/research Europ. Microfinance Week 2010, Luxembourg

http://www.thiloklein.de/research


Literature Empirics Theory Conclusion Attribute Levels Regression Insurance

Hierarchical Bayes random-effects logit estimates

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

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

Income Groups:

Change in
Attribute Level:

Part-worths (% contribution to choice) Part-worth structure
for ’medicines and
equipment’ attribute

Higher part-worth
(0.24 vs. 0.19) for a
step-change from
’medium’ to ’full’
medicines (uncertain
component)

Lower part-worth
(0.13 vs. 0.18) for a
step-change from
’low’ to ’medium’
medicines (certain
component)
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Theories of insurance demand

Nyman’s (1999) theory
classical Bernoulli (1738) utility function in income
changes in income are valued from a reference point, as in
Kahneman and Tversky’s (1979) prospect theory
net gain specification of von-Neumann-Morgenstern (1944)
expected utility theory

Figure: Empirical utility functions by income groups

Residual Income in Rs

Insurance demand explained by income levels
Access value of health insurance (Nyman, 2001)

State-dependent utility theory (Anscombe and Aumann, 1963)
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Conclusion

Feasibility of DCE method for BoP markets?

non-lexicographic preference orderings

transitivity of preferences and rationality of choices made

no response from Muslim women withdrawn into purdha

decision-making in health care is a joint process!

Policy implications

key explanation why urban poor choose to go private:
insurance demand with respect to medical expenses

effective pro-poor policy should provide insurance in urban
areas (instead of spending too much on efforts to provide
free basic medication)

such insurance cover is implicitly contained in contracts
offered by private providers, as microfinance institutions.
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