"Is there any room for PPP in health? Or do we continue with the present strictly separate categories of Public or Private Providers?"

1.0 Public-Private Partnerships in Healthcare

The following sections try to answer the above question pertaining to the relationship between public and private providers in a public-private partnership (PPP). There have been many types of PPPs tried out in the country by the Union as well as state governments. In fact, virtually all types of relationships could be classified as PPPs. But since this question pertains more towards the providers and provision of healthcare services, this paper is going to restrict itself to the models of PPPs which are applicable to the healthcare service provision. It excludes such PPPs as ambulances (EMRI), trainings conducted by non-government organizations (NGO), targeted interventions under HIV control programmes involving, Behaviour Change Communication campaigns, District Health planning and so on. 

There is enough empirical evidence in economic theory for justifying the leadership role for the State in health care to ensure both equity and efficiency [endnoteRef:1]. If one were to move towards Universal Health Coverage with Public Health System leadership, then it has to be backed by adequate infrastructure and human resources. Public health system in India is characterised by shortfalls in both infrastructure and health workforce. There are going to be serious challenges to meet the infrastructure and Health Human Resources needs for Universal Health Coverage goal.  On the other hand it is well documented that Indian health system is dominated by a large unregulated private sector, concentrated in urban settings, where more than 80% of health care is provided by the private facilities with huge inequitable out-of-pocket expenditures. Given this situation, the two options available is either to expand the infrastructure and human resources rapidly in the public health sector both in the rural and urban sectors or relocate some of the services by ‘contracting-in’ the private sector, for the curative services and in particular urban settings [endnoteRef:2]. In other words, the policy makers have to decide whether to “make” or “buy” healthcare as it is known in international parlance.  [1:  Arrow, K (1980). ‘Arrow’s theorem: the paradox of social choice’. New Haven, CT, Yale University Press, 1980]  [2:  Krupp, K & Madhivanan P (2009). ‘Leveraging human capital to reduce maternal mortality in India:
enhanced public health system or public-private partnership?’ Human Resources for Health 2009, 7:18] 


2.0 	“Make” or “Buy” decisions in Healthcare

The decision to “make” or “buy” is dependent on two major factors namely, ‘contestability’ and ‘measurability’. Contestability refers to a competitor being able to enter or leave the market easily without substantial losses while having equal access to technology (low asset specificity). Measurability refers to the ability with which inputs, outputs, processes and outcomes of the goods or services can be measured precisely. Figure 1 below shows a typical measurability and contestability Matrix for health sector combining both the input and output markets (factor and product markets). As can be seen from the matrix, services such as consumables, unskilled labour supply (Type I) are both highly contestable and highly measurable. As we move down the measurability matrix, non-clinical services like cleaning, linen, security are highly contestable and even though difficult to measure it is still possible. At the same time skilled labour and research on the input side and clinical interventions on the output side is characterised by asset specificity and hence are difficult to enter and leave (Type V). Much more difficult both in terms of contestability and measurability would be public health, inter-sectoral actions and in-patient care. Figure 2 shows a correspondence guidance matrix helping in the “make” or “buy” decisions. 
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The guidance matrix guides the decision maker to take the “make” or “buy” decisions. The matrix shows that while goods or services which are having high to moderate contestability and measurability, like the consumables or the non-clinical services, can still be left to the market, the more difficult options of clinical interventions, public health functions, quality in-patient care, inter-sectoral action which are difficult to measure are difficult to be contracted out. Some of the functions like outpatient and ambulatory services may be “contracted out” through strict regulation[endnoteRef:3].  [3:  Preker, AS Harding, A and Travis, P (2000). '“Make or buy” decisions in the production of health care goods and services: new insights from institutional economics and organizational theory'. Bulletin of World Health Organization, Vol. 78, no. 6, 2000, pp. 779-790] 


3.0 	Ex-Ante Competition through PPPs

The economic logic for “contracting out” healthcare services is to provide for ex-ante competition – competition for the market as against the conventional competition within the market to increase efficiencies[endnoteRef:4]. In a recent study of sixteen various types of PPPs in India, only three were done through open-tender process and the rest relied more on ‘consultations’ between the service provider and the public system[endnoteRef:5]. So in the absence of ex-ante competition, the ‘value for money’ sought to be derived is lost. There are transaction costs associated with contracting processes namely writing of specifications for tenders, tender evaluations and negotiations. These costs can be very high resulting in loss of ‘value for money’ [endnoteRef:6].  [4:  Domberger, S & Jensen, P (1997). ‘Contracting out by the Public Sector: Theory, Evidence, Prospects’. Oxford Review of Economic Policy, Vol. 13, No. 4, pp 67-78]  [5:  Venkatraman, A & Bjorkman JW (2009). ‘Public Private partnerships in Health Care Services in India’.]  [6:  Välilä, T (2005). ' How expensive are cost savings? On the economics of public-private partnerships', EIB papers, Vol. 10, No. 1, European Investment Bank, Luxemburg, 2005, pp. 94-119] 


Transaction cost economics recognises the limits to which contracts can be written in complete detail taking care of all post-contractual eventualities and when contracts involve high asset-specificity (transaction-specific investments), as in clinical services provision, the uncertainty brings out the chances for opportunistic behaviour of the contractual partners. Due to the complexity of the healthcare projects, opportunities crop up for supplier to exercise ‘hold-up’, a practice when a supplier can utilise his position to push the procurer into a disadvantageous position. Supplier hold-up can result when the procurer, having come thus far, would be reluctant to restart the procurement process resulting in significant shift of power relations from buyer to supplier[endnoteRef:7]. For the government to act as an efficient purchaser, appropriate decisions regarding when to contract out, designing of tight contracts and effective monitoring mechanisms are compulsory pre-requisites and in the absence of these it is liable for supplier hold-up[endnoteRef:8]. This was precisely what happened in the Janani Sahyogi Yojana of Madhya Pradesh, a public-private partnership where the private facilities were empanelled to provide maternal services to Below Poverty Line (BPL) beneficiaries on a fee-for-service basis with Caesarean sections reimbursed upto Rs. 5500. In the first year of operation, the Caesarean sections done on the beneficiaries were found to be as high as 67% of the total deliveries conducted in Jabalpur district and average of four districts studied was  around 46% which is way beyond the norm of around 8% prescribed by WHO [endnoteRef:9]. When the department of public health and family welfare sought to put a cap on the number of Caesarean sections by shifting to capitation mode of payment, the empanelled private facilities withdrew from the scheme and empanelled facilities came down drastically from 191 to 20 and the secretary quoted “...we could not do anything as we have a demand-supply problem in the state...”[endnoteRef:10].  In the same study of regulation scenario in health sector, the regulatory authorities identified lack of resources and staffing as the main reasons for weak regulation. Hence a strong public health system backed up by a very strong regulation is a pre-requisite before any partnerships can be thought of. [7:  Lonsdale, C and Watson, G (2007). 'Managing contracts under the U.K.'s Private Finance Initiative; evidence from the National Health Service'. Policy and Politics, Vol. 35, No. 4, 2007, pp. 683-700]  [8:  Muraleedharan, V & Nandraj S (2003). ‘Private Health Care Sector in India – Policy challenges and options for partnership’ in Eds. Yazbeck, A &  Peters DH “Health Policy Research in South Asia: Building capacity for reform”, Ch 9, Volume 434. World Bank: Washington DC, pp 229-257]  [9:  Government of India, Ministry of Health and family Welfare, National Institute of Health and Family welfare (NIHFW) (2006). ‘An appraisal of Janani Sahyogi Yojana in Madhya Pradesh’, NIHFW: New Delhi, pp 1-46]  [10:  Sheikh, K Saligram P & Prasad L (forthcoming). ‘Characterizing the Regulatory Architecture for Health Care Provision in Mixed Health Systems: A Research Tool and Case Studies of Madhya Pradesh and Delhi States’. New Delhi. Forthcoming] 


4.0	Evidence for the Public-private partnerships 

This section tries to look at the empirical evidence available for some of the PPPs in operation in the country. As mentioned before, the type of PPPs that have been selected for this paper are more from healthcare service delivery side rather than the other services like ambulances, training etc., For all the enthusiasm shown towards PPPs, there is little empirical evidence to show for achieving equitable outcomes in healthcare service delivery. This section tries to map out what little evidence that is available vis-a-vis PPPs.

4.1	Handing over government hospitals to be run by the private providers. 

The governments have handed over facilities for the private providers to run its hospitals. Two such examples are the Escorts Hospital in Chhattisgarh state and Rajiv Gandhi Apollo hospital in Raichur of Karnataka State. Rajiv Gandhi Apollo hospital is to provide free outpatient services and 40% of in-patient beds to ‘BPL’ patients. Limited evidence points to some patient satisfaction. But patients have been subjected to shortage of medicines and forced to buy the medicines; problems with proper identification of BPL patients; the private operator having been largely influential in devising government policy towards the private sector; confusion over charging user fees and so on [endnoteRef:11].  [11:  Venkatraman, A & Bjorkman JW (2009). ‘Public Private partnerships in Health Care Services in India’] 


4.2	Private providers provided concession in exchange for free beds and service for the poor

Private providers have been provided land and other facilities at a concession rate by the government in exchange for free outpatient services and certain percentage of In-patient beds to the economically weaker sections. One such PPP is of the Delhi Development Authority and Land and Development office, Delhi Government which allotted land at a concessional rate to trust hospitals. In exchange, the hospitals were to earmark 10% of in-patient beds and 25% OPD free for Economically weaker sections (EWS). The evidence against this type of PPP is perhaps the most damning. This type of PPP has been followed more in violation. There is a famous Delhi High court indictment of a private hospital for not following the rules [endnoteRef:12] following which the Directorate had come with a new government order with new monitoring rules [endnoteRef:13]. But recently the Information commissioner had penalised the Delhi directorate of Health Services for failing to monitor the implementation of this rule resulting in denial of treatment for an EWS patient [endnoteRef:14]. [12:  Government of India, Hon’ble High Court of Delhi in WP ( C) no 2866/2002 in the matter of Social Jurist Vs GNCT Delhi dated 22.03.2007 ]  [13:  Directorate of health Services, Government of  NCT Delhi (2007). 'Guidelines for provision of free treatment facilities to patients of EWS category in private hospitals in pursuance of directions issued by the Honourable High Court of Delhi in WP ( C) no 2866/2002 in the matter of Social Jurist Vs GNCT Delhi' 'http://www.delhi.gov.in/wps/wcm/connect/3cd0a5004d9238eeaa5eaf09e0ee946a/guidelines.pdf?MOD=AJPERES accessed on 10.04.2011
]  [14:  http://www.hindu.com/2010/08/24/stories/2010082456771000.htm accessed on 10.04.2011] 


4.3	Chiranjeevi Scheme of Gujarat

This is one of the very few schemes that tried to enrol commercial providers on a large scale. The evidence is mixed regarding this scheme. Access has improved and the Caesarean sections have not been as high as that of Madhya Pradesh due to the capitation nature of the scheme. There has been substantial savings for the government. But on the flip side, the beneficiaries had to still incur substantial additional expenses for medicines ‘prescribed’ by providers[endnoteRef:15]. Elsewhere it is reported that the private providers engaged in ‘cream skimming’ by transferring all the difficult cases back to the public health system citing insufficient 7% C-section compensation provided by the scheme. None of the leading gynaecological providers joined the scheme and the ones who joined were either fresh providers who were establishing themselves or some who wanted to provide ‘charitable’ services. Of course, the problem of BPL identification plagues this scheme as well[endnoteRef:16].  [15:  Bhat, R Mavalankar, D Singh, PV & Singh, N (2009). ‘Maternal Healthcare Financing: Gujarat’s Chiranjeevi Scheme and its Beneficiaries’, Journal of Health Population and Nutrition, 27(2):249-258 ]  [16:  Acharya, A & Mcnamee, P (2009). ‘Assessing Gujarat’s ‘Chiranjeevi’ Scheme’, Economic and Political Weekly, Vol xliv, no. 48 pp 13-15] 


4.4	Running of Primary Health Centres (PHC) by Non-governmental organizations

Select states have tried with the experimentation of handing over the running of PHCs by NGOs. Some of the states are Arunachal Pradesh, Gujarat, Karnataka, Orissa and Rajasthan. The evidence in this case is very thin and mixed. The access has improved in such places.  In Arunachal Pradesh, in the PHCs which were run by NGO at least one Medical Officer could be seen; medicines were available; patients expressed satisfaction with the services and maintenance of proper records was found to be better [endnoteRef:17]. But while it has been successful to a certain extent in some states like Karnataka and Arunachal Pradesh, it has failed to take off in the state of Orissa. There is also a history of NGO’s having returned the PHC back to the government like SEWA rural in Gujarat and Prayas in Rajasthan. One of the main reasons for this is pertaining to the payment systems. In states like Karnataka and Arunachal Pradesh, the Government agreed to pay 90% of the amount needed to run the PHCs with the rest 10% having to be raised by the NGO from its donors whereas in Orissa, the government paid only 75% of the amount and the rest 25% was to be raised by the NGO [endnoteRef:18]. Only those NGOs which could raise the funds, who were totally committed to this and who could withstand the delays in payments were able to continue. There is also the question of scaling-up and sustainability of this type of partnership.  [17:  Mili, D (2009). ‘Public Private Partnerships in health; An understanding of PPPs in Primary Health Centre in Arunachal Pradesh’, available online at http://www.cehat.org/go/uploads/PPP/deepakmilipaper.pdf accessed on 10.04.2011]  [18:  CBHI, 2009 - http://www.hsprodindia.nic.in/retopt2.asp?SD=11&SI=1&ROT=2 accessed on 10.04.2011] 

Another type of PPP followed was the Service NGO scheme under Reproductive Child Health (RCH) where the clinical services of RCH were contracted out to NGOs in underserved areas, the author could not get any evidence regarding this scheme. 

4.5	DOTS treatment by private providers

There is a public-private mix model followed to enlist the support of the private providers to provide DOTS treatment as the first point of contact for most TB patients in India is the private service provider. This is also to limit the damages caused by inappropriate prescriptions which increase drug resistance. There is extensive evidence for this type of PPP. There is evidence of this having been largely successful and very little negative fallouts [endnoteRef:19] [endnoteRef:20]. But this is not so surprising since this is more an outpatient ambulatory care and in tune with the matrix presented in earlier sections.  [19:  Sheikh, K Porter, J Kielman, K & Rangan, S (2006). ‘Public-private partnerships for equity of access to care for Tuberculosis and HIV/AIDS: Lessons from Pune, India’, Royal Society of Tropical Medicine and Hygiene (2006) 100, 312-320]  [20:  Floyd K et al, (2006). ‘Cost and Cost effectiveness of PPM-DOTS for tuberculosis control: evidence from India’, Bulletin of World Health Organization 2006; 84:437-445] 


4.6	Insurance Schemes

There have been many attempts to contract in the private providers through the insurance schemes by the various state and central governments. Some of the models have been the Yeshaswini scheme in Karnataka, Rajiv Arogyasri in Andhra Pradesh, Kalaignar scheme in Tamil Nadu, Rashtriya Swasthya Bima Yojana at an all India level. Since most of these initiatives are relatively new, there have been very little systematic reviews done but some of them give an indication to the direction in which each of these are heading. 

In the case of Rajiv Arogyasri in Andhra Pradesh, the problems of BPL identification was overcome by expanding the net wider and almost 80% of the population getting the benefits. The scheme has reduced illness related expenditure for the beneficiaries to a large extent. But since the insurance offers a carte blanche to the private providers, with no regulation on the rational treatment protocols, the resulting over-medicalization has led to cost overruns. There is a question mark over the financial sustainability of such a scheme. In fact, the Andhra Pradesh government had requested the central government for additional funds, which was not approved[endnoteRef:21]. Regarding the Rashtriya Swasthya Bima Yojana (RSBY) run by the Labour department. Here again there are anecdotal reports coming in about “moral hazards” (supplier-induced) [endnoteRef:22]. If left unregulated, the costs of healthcare provision under this could also spiral out of control.  [21:  Bloom, DE Mahal, A Rosenberg L & Sevilla, J (2010). ‘Economic Security Arrangements in the context of population ageing in India”; PGDA Working paper No. 60 available online at 
 http://www.hsph.harvard.edu/pgda/working.htm accessed on 10.04.2011]  [22:  Ibid] 


5.0	Conclusions and Recommendations

The previous sections have tried to argue both from a theoretical standpoint as well as from what little evidence there is regarding the experience of operation of PPPs in India. This paper has tried to put forth arguments for under what conditions PPPs can work. The matrix drawn clearly illustrates that as one moves more and more towards the clinical aspects of healthcare services, it becomes more and more difficult to enforce the contractual obligations.  In India, there is also the informal linkage and blurring of the lines between the public and the private in which the public sector provider doubles up as a private provider. Providing public money support to the private providers through public private partnerships in the current scenario where public sector is weak, regulations and rationality of care are absent is going to result in the ‘contracted’ calling the shots. The literature is replete with exhortations to improve the regulatory scenario and strengthen public sector in the country [endnoteRef:23] [endnoteRef:24]. But given the current scenario when there is considerable infrastructure and human resources available in the private and where the private is largely unregulated and irrational, this gives a good chance to harness the private resources for public purposes but from a point of strength rather than from a point of weakness what is called as the ‘Public harnessing and socialisation’ of the private medical resources[endnoteRef:25]. Such a relationship should contribute to the strengthening of the public health system; norms for quality, rationality and costs of care should be developed and strictly enforced; all publicly funded services should function as a public service regarding the patients’ entitlements. This, in fact the case with the private providers contracted in both the universal healthcare systems of NHS, UK and Canada. This would also be a good opportunity to bring the private providers into the regulatory and rational fold. But in order to achieve this the capacities of the Public health system to monitor and regulate have to be increased manifold along with the political commitment to pull it through recognizing that the forces that run counter to regulation are much more powerful and lots of power asymmetries exist between the regulators and the ‘to be regulated’. [23:  Muraleedharan, V & Nandraj S (2003). ‘Private Health Care Sector in India – Policy challenges and options for partnership’ in Eds. Yazbeck, A &  Peters DH “Health Policy Research in South Asia: Building capacity for reform”, Ch 9, Volume 434. World Bank: Washington DC, pp 229-257]  [24:  Ghosh MD (2008). ‘Public Private partnership in health care’ in Eds. Ramani, KV Mavalankar, D & Govil, D. “Strategic Issues and Challenges in Health Management” Ch4: Sage: New Delhi, pp 42-51. ]  [25:  Shukla A, 2010 ‘Fifteen actions which Health Policy makers can and should take in the interests of the Indian people’, p.10] 
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