A ST RL AT S B B & GBI ORI IELE © 72 2 DATBUS I B 3 2 T 9E
) 12030 # % <D Universal Health Coverage iZB I [A] 1) 72 7 ¥ 7 & E D ERIR I
&R ICBE S 2%

A4 FE pEpRRESE
[ Universal Health Coverage % #K 3 % 72 % ® PPP (Public-Private
Partnership) 12T

s RERY  ERZRMEEFREDE  EEG e B EEEE

[FE - -HB)] 2= —F 1 -~ x- 2L Ly (UHC) ERK L fRfdy 2T LD
PRI, FETRRA R T Tue—FRERI N TWE, hhr T BREHE
(Public Private partnership : PPP) &, B34 v 7 7 OARLEMLICER L, X
DI Y — R ERLEL T 286, HilhRROBIH S ESTNEICKT > To
b, —J. #Hllanry AN ZRBIHEOMANEILIC XY, % OEKFFFE (Low
and Middle Income Countries: LMICs) DOfffdt 7 & —ic B\, REEHESE O MK
LY — v RO, it B - FEEEET 2GR0 FEE~ DR
INTVE, KIFETIFZ= N—FL - ~LZ - ALy Y (UHC) %3EKT 2729
®D PPP oW T, ZOHLWM EHE, with o v FEHMRICK® 5 2 W62 W Tl
L. TV THEICE T 25B%OEME RN T 6 &2 HINE T 5,

(58] AREREE L, RIEEEZE I B0 2 B Rl - PPP ico W, WIEREICH] &
% World Bank (H54R17). WHO., OECD Z o [Ei#EERTIC X 2 AR CEP K EE T
NRE, Y v —F L FEOHERIC X 2 1ERINEEZIT> 72, Ffic, 774 <)~
A7 TICE T 5 PPP IR Z K > TERINE R 1T - 72,

[R5 3R] REER DI ICE T 25 b — ki 7 PPP (3, MR O £ 72 13ds, &
R -0 EFECEANRERY - AR Th I, BET T4~
VUNART T LRATOF - GBS — 22 &0 -HELHEML TS, ¥y—E R
DTV Y= v X > CTHEFRBOBSPRTE I N, BHFNA vy T4 70
BBk, - ARHEoUELHIEI LTI bDD, LA, —
EANDT 7w AUGE IR I N B A, O B, SR woizftho T —< v
AR Y AT LRI KITTERICOWTIIAHEETH D, £72. PPP 7oy 27+ D
WREIFRDVICS W THH 5720, NEBENIC X 2 2 X MERAHEREI NS,
BRIz, HEMECEH b — v 2 h Yo/ I 7 a = 7+ CilBRIIC R L. K
Mz 220 CX VMR — RN T 2 LB IREI N T3,

(% - #55%] PPP oEELHEIEIX. K E D PPP BT 2 AN 2 ik Bk 5
BRELEEG LT3, MREITEOEEKREIC X 28»H 5 —FT, —r X
HElDEE 2 AMBEK, N FERE, HOo¥ — R 2E~DORICONT, & HITH
T BRENRD L, TV TEEEZ B REREIEIED A7 53 NCD (FERG
PEER) CE Lo EDL KE W L5, FEICE W TESEE O & W EEE %
DICEM7: PPP ©b Y jiofEske b3, A oERY — v 2 eHsic 1
57 7AY)~NARTTH—ERAR LY FEOFERICIG U7 PPPEED D, v AT
LR L 2SR B,

048



A, TEHEHW

INET, =2 "—H L - ~LZX - F
NLLyY (UHC) ERK L RfEs 27
L O EFRIC T, FETIIRAY BT
T —FREHINTHEH, BrTH
B RsE (Public Private partnership)
ZERhE S hTE (1], —fkic, PPP
X, A v 7 79— (LTAKE, R
d, (i, BHERLY) 2T
i, Bk 72— (BFRY) 2, RiE
v 7 £ — (pFEAEAE. RESZE. ZEH
R, FEBUMHA (NGO) 72 &) oAl
. RRER, MR L OREN ZIEH T S
MATH D, BUEHEA v 7 7DEF{LS
FRICHEB L, X3RNy —v 2%
PBEELTw 5, Rl 2—-Lt o
Nt F =2y T, e mBRKEOF
X & BB FEICHL - T 5[ 2],

BHHEicbiz Y, B S—
—13% { Df&HFT{EE (Low and Middle
Income Countries: LMICs) D{#fdt+ 2~
2 —IlBWT, FEBISVBANLZ D=—X
7T DI B R — e X & A
N—F 27-DIC PPP ZHEEL T % 7=,
—7J7C, 2019 FE LA O a v F 7 4
N ZJEGE(COVID-19) o TH R & 4L i
I, chboEAL ik, RESEEED
WL - BN O fEk, ¥ — v 3R - fiff
WEE D, otk BEE - FEH
BIR DD RAEIC OIS - 72 & 156G X
nTw3[3],

AWFFETIL, = —H)L + ~L R -
AN vy (UHC) %ZFEKT 57200
PPP icoW T, ZoA%EM & HE, with
a v FIERIC kD S5 B GO WThH
Fri. 7Y TREEICE T 25%0EME
T3 L EHET B,

B. HFE A
AAEE L, RBERSTFICETIER
HiHE - PPP IcoWC, FMEREICH| i %

World Bank (1f5$R17), WHO, OECD
o EEBERIC X 2 AR CECKEAIT
NFSCE, B Y v —F LV FEO D D |
FC 774~ ~VAT Tk 5 PPP
ICEE R A o TIEHINEE 21T - 72,

< fERRLIE >
HuUL

C. MR

PPP ¢ 774~V ~A A7 TICBET 5
avieyvavobh e, INET
IZ World Bank iZ X %2 & 57 L DFEANZHEH
REANTWE R, ZOEHHANEIT&EIC
X o T4 TH 5 [4],

47 vcid, EEBEMAG (health
cooperative) &\ 5 Hi mEREHEE T
NERIR L., 774 <=V ~N Z5HED
— RO 1T > T3 [5], BEDA
RfgitEv v £ — (PHC) & 1AM A5
+ v #— (CHC) IcH1F 2y — 1 =
DEBEERHE LA, 227 —
=V 7 - Tu s LRoiEOES e
HYEERBEEHO WS 22D 7 v 77 LT
1Z. CHC 22XV RBwWiEHR2HL Tk,
T L OFBEEHDIZE A EDIEEE, F
W@ 7 10 75 Lk X OHBESRE O+
TOEEIZ, CHC D52 N TV 3 25,
[FIFERE CH - 72, BRI T ld PHC 234
N—F 5 N & LT, CHC 2847 N —
TEANAICHERZ R D o7, T Ofth,
T A VAV MBI R LA O E
JEEBORE~OSN L EE S CHC @
HiBEN Tz, PHC 38 —3 3 A0
D—ANH47- 0 O = X Fid, PHC
DITBEP o T, fERE LT AT VICE
FrEREEETLELTO CHC 3. %
K D4r87c PHC & [HF D FHiEREY —
R iR E 2 R[EEES H D . HuUEIC
LoTREILIENTVD LHEINT
W5,

049



AV FTlE. PPP ORRX N7 5775 4
AEHEHL, 2BECRERAEE D PPP
TaY s FEMBRENZED D720,
PPP #E CHR I hWizfic 7o X7 b
EHENALTWSE, 2hbDFL vy Fm
& 7 b (knowledge products) i 13, v ==
TN, YV —vT7v 7, PPP IcBd 3%
BE0oMEE, 4 v FicksF 3 PPP 4 =
STFTREB T —RARART 4, A V7T
SWCHEFBPPP 7Yuy 7 b 0EMEICHE
BT EF Y TA Y —=Fy bREDH
AR ZBRBPEEN T S[6], 2o
W, 774 <)~V RET, BXUOT T4
Y UNVADT 77T 4 at—ATD
EEeEs B E T 5 ([7,8],

AVIEDT T4 ~VATTIX, E
fiA . PIB 72 4 v 7 7 ik D A
HHIA R, BR~OHHBFED XA 2
12T A NDEMORA, 7T OE%
BT 2 D RN, 75 ERkA i %
iz T3,

TIA4w) ~L Ry X —TREE N
29— RICiT, 24 Wilofar&o -
ARIGEE. FKIEGET I % & O R
(BERTT 7\ PERR T T A, BERT T
FAERRE, BRCKERELZ Rt 2
P — U R, EANRITIROK T (N TR
Hif) . RO B, PERGYE. BEIHSL
KV — v REE) 2, BOE S LA LE
(s &) PHEEShTw3[8],
PPP ick 3774 —+« ~VLAFTT -
7V=v27 (PHCZV=v7) X, 7nu
Y7 FOEMNRYROENR, LI
fii, PRZHICIS LT, Loy —Ee 2D
—WE I e Rt T s L TR 5,

PHCZ Y =v 7#EEZED DD FELH
A KT, PHC 7V =y 7 OFXEICD
TO7 7 A2 —THFET2dD (NBUTF
23, itk ic %o PHC # BT 2 720D
aveyvavEEERTRG)., Ofco
PHC B¥¢ (YR8 —R BB D BF D

ooavieyyavELrLa) TiE
KL TWwb,

7 7 AR —THRTSPPP 7uy 2
FMEINBIE M4 7 ey =7 bR 1D
DHBEOHEDOTICT LD, ZDNy T —
vieREIPECRKETIbDOTH S, F
T HIX LR RS B A i
WERET 5 BiiE20 o PHC), 2D
%, @ 3~6 fEfTo PHC 2257 % 7 7
AR =Ny = En, Xy s —
Ji. flRlo ey s e LTikbil
%, AMLE X, wIhd, THiFTTo
Ny = LT ALLEITY ., $RCT
DXy =TI DV TH—DHEMREE
BRHL, &5y 7= o0 TiEjlo
MBREERET 2 Ltk 5,

7 7 AX—FFEDAY v bix, PHC ®
—1E - R LA Cch b &, $/
PHCHUEA K EL h b 7-0&E L ) X —
v OEREEAETEZ 2L, ARIALL
7'\ R X B EhERAL, FE S (B
o7ayz bREELZD, LHRVL
M ORE % ER) ., LVRVWE=XY v
JWAREL B ETH D,

WHO/ W INZE 8 2 D 5t DS 2= Tl
i I IC 51 5 PPP 2 d{b§ 5 729
I, SEBF SIS R & FEATH Z i
RLTWA[9], WHO = — 1 v o3sHilfio
HEEEIZ, 7794~ ) =7 TLRLD
BENAR. A v 7 70EM. BEERES
B, B 2\ I3EREC FP R O R 7
&L EREY AT L ORI T 5
DHEICEHTLTEHY., %L DETIE,
PPP 22 & OIS L3 2 1538 % B
72T ENRTELE VIR BD S,

ZoWEFEDOPRTIL, PPP 0fgz 3V
AT EWEZZIZAT, [N 2 —T 5 —
<A — "R T B S 2 L, PPP &8
fhoFEL T a v e L <R EH
RO E BV Y a— a v Th IS

050



CDAEMT S ] CERHERINTED,
U 23635 CRIAN 22 3250 % 3% 5t SH,
EHL., BEETRE~ORNN R EE Y E
BT enTERTNIEARLRwER
XT3,

T 7. DBt ot A ERE 2 18
Iy e, 94~ =0Tkl
PPP 7my =7 PORRLEIF D IT W
DH~OEEEROT LR, X}
RHERCTEX 2 L5 IcT 32 LML
w3, BfERICiE, PPP AT 2 EIC
T, HESRLZW Y — v 27 & O/
m7my 7 b CalBRICHI L. IR
EPFCZOMDAN—FF— v TTH
OB ZEDTh b, X EMRY—
EAGE T T A L RREL TWw B,

Bk 25 v 7 & LT,

D =P F— v P REESENC, R
BIXEE S 2T LR CTHRE SN
Pp r BP0 9 — v RIS IEN %
DU, b EHANIR O E R
THh LA ICDH PPP Z#FE T~
XEThHhHrZ L,

@ Ric, BUFIZ, BEEA v 7 7 0irfk
ft (ERE) b, EFECAT LD
Pk o W B ¢ e AT R & EOR 3
%72 DO ih\ ik FERE) I
B9 2 AR 7o BE G % SRE 3
ZNEEEN R L BT b
5, TIDIFERE Y 27 L0 RHAKY
72 SN RIS AS AT R 7 BURF O X
PREETH 0 | SLEHREA 3T 5 N & D
DTEHRVWEINTWD,

@ X bic, %< D PPP »HiffL <~

L., M) 227 z&/MLL, Nt
DRI ZSE B =0, FIEH 7 F =
Y7 T VR RNTURBEEIN
3Z ¢

ELTWw3,

D&%

WEEEEoMEHE T S AL X oI,
PPP 7uy =7 b, vy =/
F OEMBERICE O Wi T . & D
— M) 2R RN 2 — - T —
~H =M THDL, LHL, ~VARTT
D XS BBUAN B e Z v Tt
BOK DB Ic 1 % PPP 2HIES 5 72
DICTIE, EEMW - EERIHE DT 2324
HWChb, ~NVATTORMERERL T
PPP Zrkth& ¢ 2720k, 2Ia=%
— v a v EJRR. Xt L EER oG Ic
HalhdEE2IhbRdniEnbhnwo &
PEf S CH Y [10], FHHr o WHO #
HETITILICEAIAATENE LT
Wiz,

WMEETIZ, 774~V ~AVLRTTIC
B1F 5 PPP H:fHlic o nTik <7, Ept
LIEREYL R (NCD) D EE AR
LTW3 A4 v FTlE, 2017 4 0 FE SRR
BoEC, SN AR T 74 )~V RT T
RT3 7y v 7 xr—2 LT [~
NA&YT =3 Ak v&Z—(HWC) | D%
VEBLT, 7742V ~NVRTT DR
zift3 2 L 2 HEREL RETED 3
DD 2% TITA) —=~LAT TICRT
32 EERDTNB[11],

BE A Y FOo—XERICIZ, 7Y
% — (Health Sub Center : HSC. & ARiiD

TITON D ARENED B % 72, BUT
k. BRI ZREE T e e R O
BRB 72 2K DERET. ZH DJEITIR
MDOE=ZY v I7ITENT, 5
Y 5 % 2R3 2 NEfRE 1 &2 FF D
PVERH DB L, Tz, ERMEZE

REEERR CTH O, BNEO N4 Ikt
TRIEY — e R 2 RET 2 HTH 2,
AT 5,000 ANico% 1 flagk (g c
AN E 3,000 Ao & 1 X)X
5)8,713 jitigk., 774~ —~ LRk
£ — (Primary Health Center : PHC. f2ff

051



%TiAD3ﬁAuO§1ﬁm(ﬁﬁﬂ
BTl AO 2 HAICDE 1 i) ikE &
na, ERl, BEMEZREL, 70 -iR
B — v 2 2 fRE) 2,330 fiik, 2 3 2=
7 4 ~ ) A+t v X — (CommunityHealth
Center : CHC. PHC4 »ffDV 77—
W(EFGEEE iR e LT, AL 8 Jidh
12 T ANICDo % 1 fligkixE. HME 4 4
(OAEHE, ARHE, I ARHE., /NRFHE) 35
XUz DD ERFEFHE ZBCE L. Jk
2R 24 RFREDT LG ATV JRIR 30 IR %
fii 2. EERRAE. X SREEFEOY — X
Z fefit )400 iz 75>1’%f@“5[1z]

K #H{ 4 v FEti# (Ayushman Bharat)
TliX, WEED HSC * PHC %~V A&V
AF ALy X2 —HWC) Izl [A
EE CcolE] % 30 AN T3 L %
JRANC, ERIC X iR caEiE
TIA4A=Y) =TT iRt a8 L I
Tw3([11],

E.f550

PPP (3% [E CHUHHARIIT R 722 D D
D, ZOMY EE TS5 LIk
D, PRAEEBESTFICE T A TH S,

HilaoF A ZAEGYESIEIC X - T,

INHIRERE & FARIREES o EL i 1348 4 B EL
ZELTW5, “GEDEVERI v 2=
NP~V AR Y P RERT S 72
DITIE, MEEMHOER Y — e RICET 5
PPP oA T, Hlflick 35 774~

UNAATTLRUICEWTHERT 3
VERH 5,

PPP diEECH L. FE DR
RERAHIRIE LR E S LT
THFUERATSE o ELEEE I X 282 5 5
—J T, - R 0EE S AME
B AN EERE, oW — v 2 ek~ D%
BiconT, ILICHFNTILELRD S,
T YT REE DU 2 B PRI X R O
A7 53 NCD GERSMEER) LRl

DEELRET W L2, FEICENWT
BT o & >R AR 2 RO I AR 7
PPP 0 & Y fFotEatsko b b, fEak
RoEEYy — v 2eHlfick 2 774
<~V ~NARTTH - RRE, FEOE
RIGE U 72 PPPESED -0, v AT L4
RE MR L 720G fF T %,

F.5F>THR
1. Davies P. The Role of the Private Sector
in the Context of Aid Effectiveness:
Consultative Findings Document, Final
Report. Organisation for Economic Co-
operation and Development (OECD)
Development Assistance Committee;
2011.
2. Public Private Partnership. The World
Bank.https://ppp.worldbank.org/public-
private-partnership/about-us/about-
public-private-partnerships
3. David Williams O, Yung KC, Grépin
KA. The failure of private health services:
COVID-19 induced crises in low- and
middle-income country (LMIC) health
systems. Glob Public Health. 2021;16(8-
9):1320-1333. doi:
10.1080/17441692.2021.1874470.
2021/01/21.
4 . https://ppp.worldbank.org/public-
private-partnership/library/green-book-
health-care-guide-practitioners-ppp-
primary-health-care
5.Farahbakhsh M, Sadeghi-Bazargani H,
Nikniaz A, Tabrizi JS, Zakeri A, Azami S.
Iran's Experience of Health Cooperatives
as a Public-Private Partnership Model in
Primary Health Care:
Study in East Azerbaijan. Health Promot
Perspect. 2012 Dec 28;2(2):287-98. doi:
10.5681/hpp.2012.034. PMID:
24688945; PMCID: PMC3963636.

A Comparative

052



6. Public Private Partnerships in India
https://www.pppinindia.gov.in/guidance
-material-and-reference-documents

7. Green book for Primary Healthcare
https://www.pppinindia.gov.in/documen
ts/20181/27281/Greenbook+for+Primar
y+Healthcare+-
+25+02+14.pdf/6395babf-4158-4eae-
al61-7dfcf4b87e99

8. Guide for Practitioners for Primary
Healthcare
https://www.pppinindia.gov.in/documen
ts/20181/27281/Guide+for+Practitioner
s+for+Primary+Health+Care.pdf/5bfd8
12¢-28d0-46aa-9b00-21ccf553b5fc

9. World Health Organization. New WHO
report lays out concrete actions for
governments to optimize public—private
partnerships for health, 26 January 2023
News release
https://www.who.int/europe/news/item/
26-01-2023-new-who-report-lays-out-
concrete-actions-for-governments-to-
optimize-public-private-partnerships-for-
health

10. Barrows, David , et al. (2012), “Public-
private partnerships in Canadian health
care: A case study of the Brampton Civic
Hospital”,OECD Journal on Budgeting,
Vol. 12/1.
http://dx.doi.org/10.1787/budget-12-
5k9czxkbck9w

114 v FERMARERY Ry 2 —%
EfEHRAE (PPP 4 v 7 7H¥) FHH
BT THE.2022 4F 6 H 02T
B NERE 15k (JICA)
12. Ayushman Bharat -
Wellness Centre,
https://ab-

hwec.nhp.gov.in/home/aboutus

Health and

GWERE
HLFRE

1.

Tomoko Kodama, Eri Osawa.

How we can achieve Universal Health
Coverage in Sustainable Development
Goal 3 with Public-Private
Partnerships ? 5 37 [0l H A [E PR LR
ERFRFMTRE.2022 42 8 H. FAL.
PhEkEE. P145.

2. KiEfH, W1, FARNE], B
HUHESE, BRI EfE, EHE—HF, R’
EHIT, BEEHER [2="=3% -
~NLVA ALy Y (UHC) ~DiE |
DHE O LB, H AE B IREEE Y
2. 41 mfgHAR 4. 2023 4 3
H. Fl&.

LFR

L

H.ARBREME D HFE - B8RRI

L

053



World Health
\&®Y Organization

European Region

Public—private partnerships
for health care infrastructure
and services:

policy considerations

for middle-income
countries in Europe

Health financing
policy papers



WHO Barcelona Office
for Health Systems Financing

The WHO Barcelona Office is a centre of excellence in health financing
for universal health coverage. It works with Member States across WHO's
European Region to promote evidence-informed policy making.

A key part of the work of the Office is to assess country and regional progress
towards universal health coverage by monitoring financial protection - the
impact of out-of-pocket payments for health on living standards and poverty.
Financial protection is a core dimension of health system performance and an
indicator for the Sustainable Development Goals.

The Office supports countries to develop policy, monitor progress and design
reforms through health system problem diagnosis, analysis of country-specific
policy options, high-level policy dialogue and the sharing of international
experience. It is also the home for WHO training courses on health financing
and health systems strengthening for better health outcomes.

Established in 1999, the Office is supported by the Government of the
Autonomous Community of Catalonia, Spain. It is part of the Division of
Country Health Policies and Systems of the WHO Regional Office for Europe.

o
w
aE
o
w
~



Z3) World Health
3/ Organization

B

European Region

Public—private partnerships
for health care
infrastructure and services:
policy considerations

for middle-income
countries in Europe

Health financing

policy papers 056



ISBN: 978-92-890-5860-5 (PDF)
ISBN: 978-92-890-5861-2 (print)

© World Health Organization 2023

Some rights reserved. This work is available under the Creative Commons Attribution-Non
Commercial-Share Alike 3.0 IGO licence (CC BY-NC-SA 3.0 IGO;
https://creativecommons.org/licenses/by-nc-sa/3.0/igo).

Under the terms of this licence, you may copy, redistribute and adapt the work for non-
commercial purposes, provided the work is appropriately cited, as indicated below. In any use
of this work, there should be no suggestion that WHO endorses any specific organization,
products or services. The use of the WHO logo is not permitted. If you adapt the work, then you
must license your work under the same or equivalent Creative Commons licence. If you create

a translation of this work, you should add the following disclaimer along with the suggested
citation: “This translation was not created by the World Health Organization (WHO). WHO is
not responsible for the content or accuracy of this translation. The original English edition shall
be the binding and authentic edition: Public-private partnerships for health care infrastructure
and services: policy considerations for middle-income countries in Europe. Copenhagen: WHO
Regional Office for Europe; 2023."

Any mediation relating to disputes arising under the licence shall be conducted in accordance
with the mediation rules of the World Intellectual Property Organization
(http://www.wipo.int/amc/en/mediation/rules/).

Suggested citation: Public-private partnerships for health care infrastructure and services: policy
considerations for middle-income countries in Europe. Copenhagen:
WHO Regional Office for Europe; 2023. License: CC BY-NC-SA 3.0 IGO.

Cataloguing-in-Publication (CIP) data. CIP data are available at http://apps.who.int/iris.

Sales, rights and licensing. To purchase WHO publications, see http://apps.who.int/bookorders.
To submit requests for commercial use and queries on rights and licensing, see
http://www.who.int/about/licensing.

Third-party materials. If you wish to reuse material from this work that is attributed to a third
party, such as tables, figures or images, it is your responsibility to determine whether permission
is needed for that reuse and to obtain permission from the copyright holder. The risk of claims
resulting from infringement of any third-party-owned component in the work rests solely with
the user.

General disclaimers. The designations employed and the presentation of the material in

this publication do not imply the expression of any opinion whatsoever on the part of WHO
concerning the legal status of any country, territory, city or area or of its authorities, or
concerning the delimitation of its frontiers or boundaries. Dotted and dashed lines on maps
represent approximate border lines for which there may not yet be full agreement. The mention
of specific companies or of certain manufacturers’ products does not imply that they are
endorsed or recommended by WHO in preference to others of a similar nature that are not
mentioned. Errors and omissions excepted, the names of proprietary products are distinguished
by initial capital letters.

All reasonable precautions have been taken by WHO to verify the information contained in this
publication. However, the published material is being distributed without warranty of any kind,
either expressed or implied. The responsibility for the interpretation and use of the material lies
with the reader. In no event shall WHO be liable for damages arising from its use.

The named authors alone are responsible for the views expressed in this publication.

Design and typesetting by Alex Prieto and Aleix Artigal.

057



Abstract

There is increasing interest in using public—private partnerships (PPPs)

to mobilize funds for and enable reforms of health systems. This report
provides a review of PPP models currently being used or considered in the
WHO European Region. It finds that, in comparison with other models

of engagement with the private sector, PPPs have led to good outcomes
in terms of post-contractual cost-certainty, but also higher transaction
and financing costs. Securing value for money means selecting the right
projects, reflecting their degree of priority for the health system as a
whole (allocative efficiency) and implementing these effectively (technical
efficiency). PPPs should be used only when they represent the most cost-
effective solution compared to other procurement options and where the
capacities needed to plan, design, negotiate and monitor long-term and
complex transactions are readily available. To minimize fiscal risks, ensure
the integrity of procurement processes and safeguard the public interest,
robust institutional checks and balances need to be in place.

Keywords

PUBLIC PRIVATE PARTNERSHIPS
PRIVATE SECTOR

HEALTH FINANCING

CAPITAL INVESTMENTS
MIDDLE-INCOME COUNTRIES
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Executive summary

Middle-income countries (MICs) in the WHO European Region face

a number of common policy challenges that reduce their capacity to
improve population health. Prominent among these are legacy issues

that drive inefficiencies in health expenditure, including lack of capacity
at primary care level, an excess of hospital and mono-profile specialist
facilities, obsolescence of infrastructure, and high and rising out-of-pocket
payments. Sustained investment and structural reform are required to
address these challenges.

In many countries, there is a perception that public—private partnerships
(PPPs) can play an important role in this regard, partly because they can
create a (superficial) relaxation of the public capital budget constraint by
leveraging private financing. This report aims to examine the empirical
experience of PPPs in the MICs of the Region to provide governments and
other health system stakeholders with evidence on which to base their
policy frameworks in relation to PPPs and their role in capital investment
strategies. In particular, the report is focused on three key questions.

1. What PPP models are being used or actively considered
by MICs in the Region?

2. What are the costs, risks and benefits of these models?

3. What actions can governments in the Region
take to optimize the use of PPPs?

In most countries of the Region, the PPP agenda is highly centralized,
with policy formulation led by ministries of finance, and then - in effect
- transplanted into the ministry of health, and from there to individual
regional or local authorities. In many cases, this leads to a prioritization
of form over function, as policy analysis begins with the assumption that
PPPs will be used and proceeds to identify service areas/localities that
may provide viable opportunities for them. Instead, investment decisions
should come first and procurement decisions second. However, capital
projects should be prioritized according to a plan for reconfiguration

of the health estate by, for example, responding to a lack of capacity at
primary care level and addressing excess capacity and/or fragmentation at
secondary and tertiary levels.

Once a prioritization plan is in place, decisions about the mode of
procurement/financing should be informed according to a clear
assessment of the costs, benefits and risks associated with alternative
options. As noted, PPPs are often seen as a means of mobilizing
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additional capital; by utilizing private finance, they allow for the deferral
of the budgetary recognition of capital expenditures, whereas, with
conventional procurement (in which the construction/equipping project is
tendered independently of facilities management/maintenance, services
continue to be provided by the public sector, and funding for capital is
provided by government through, for instance, grants or loans to public
authorities involved), the up-front capital expenditures are recognized as
they are incurred.

However, PPP contracts signed today will still place a significant call on
public budgets tomorrow (once the associated facilities, equipment and
services are established, and the bill must be paid). Consequently, their use
should be informed by a clear strategic plan for the reconfiguration and
modernization of the health estate (the investment decision — whether to
invest or not in a given project) and identification of how to deliver this in
a way that maximizes value for money and safeguards the future financial
sustainability of the health system (the procurement decision — whether to
use a PPP or conventional procurement, as defined above).

To address the latter question, a large evidence base exists on the use

of health sector PPPs in high-income countries (notably for Australia,
Canada, Italy, Portugal, Spain, the United Kingdom and the United States
of America). This evidence demonstrates that:

* post-contractual cost overruns tend to be lower under the PPP route
than under alternative procurement routes;

¢ standards of maintenance tend to be higher in PPPs, as private operators
are incentivized to ensure that physical assets (buildings and equipment)
are fully available and at the level of quality outlined in the contract
(whereas maintenance of purely public assets tends to be neglected,
especially, but not only, in periods when budget constraints are strict);

e transaction and financing costs tend to be higher — for example, the
private operator’s weighted average cost of capital will normally be
a multiple of the interest rate on the government’s debt, indicating
that in financial terms, deficit financing is a lower-cost option for
governments; and

e the obligations created by PPPs for the public sector and other health
system stakeholders are debt-like in that they cannot legally be avoided or
adjusted and can undermine the financial sustainability of health systems.
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What PPP models are being used or are being actively considered in the
MICs of the Region?

In the health sector, PPPs involve a long-term contract between a
private sector entity and a government entity for the provision of health
facilities, equipment and services. In general, the contract is designed

to ensure that the private entity bears significant risk and managerial
responsibility, and that its remuneration is tied to its performance. These
features are designed to ensure limited variation in the prices paid by
public authorities and/or service users once contracts have been signed.
In addition, a central characteristic of PPPs is that they bundle together
a range of project functions (such as facility design, build, finance,
maintenance and operation). This creates the potential for economies
of scope to be realized by the private operator — assuming the original
procurement process was competitive, this may reduce the prices paid
by authorities and/or service users. There are different models of PPP,
however, incorporating different assets, project functions and payment
mechanisms, and featuring different combinations of costs, risks and
benefits. This report focuses on three such models:

* Model 1, specialized clinical/diagnostic services PPPs, in which a public
entity contracts with a private operator for delivery of specialist equipment
and clinical services (such as dialysis, radiotherapy and day surgery) or
diagnostic services (like laboratory services, imaging and nuclear medicine);

* Model 2, health facility PPPs, in which a private operator manages the
design, build, financing and operation of health care facilities (such as
hospitals, ambulatory care facilities, polyclinics, primary care centres and
maternal and paediatric clinics) while management responsibility for
clinical services remains in the public sector; and

¢ Model 3, so-called integrated PPPs, in which a private operator manages
the design, build, financing and operation of health facilities (such as
hospitals, ambulatory care facilities, polyclinics, primary care centres and
maternal and paediatric clinics) alongside a defined range of associated
clinical services.

What are the costs, risks and benefits of these models?

Experience in the Region demonstrates that the three models present
different combinations of costs, risks and benefits.

Model 1 can in principle enhance the scope and quality of specialist
medical infrastructure, equipment and services that are available to the
general population when, for instance, relevant capacity is lacking in the
public sector, and cannot easily be established in the required timeframe.
Safeguarding allocative efficiency, however, requires detailed assessment
of the net benefits of allocating additional public funds to the service
areas to be targeted, compared to alternatives. There is a danger that
additional spending on relatively low-value, high-tech services will erode
fiscal space for additional low-tech, high-value services (such as those
relating to chronic conditions such as asthma, diabetes and hypertension)
at the expense of allocative efficiency.
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In terms of cost-efficiency, the opportunity costs of procurement through
Model 1 PPPs should be compared to alternative procurement routes
(such as direct public sector investment and service provision, or more
routinized contracting arrangements administered by a social/national
health insurance agency or governmental purchaser). While quantitative
data are absent, interviews completed for this report suggest that Model
1 PPPs are associated with higher transaction costs and/or per capita/per
session prices than these alternative forms of provisioning.

Use of Model 2 is largely driven by the superficial benefits of private
financing - its apparent ability to defer and smooth out the budgetary
recognition of capital costs. From a public interest point of view, however,
this feature of Model 2 is undesirable: it can, for example, create perverse
incentives within the public sector, in particular a willingness to overcommit
future government revenues by, for instance, entering into contracts that
will in the long term prove to be unaffordable for the public sector and other
health system stakeholders. This may be driven by a combination of technical
errors (related to the inherent difficulty of predicting the future), optimism
bias (a non-deliberate tendency to underestimate costs/overestimate
capacity to bear costs) or strategic misrepresentation (a deliberate effort to
underestimate costs/overestimate capacity to bear costs).

Whatever the cause, the international evidence shows that the resulting
underestimation of future costs or overestimation of the health authority’s
ability to service them has real, and sometimes severe, consequences for
health systems. Yet in the absence of such behaviour by public authorities,
this model can generate cost—efficiencies if the public authority:

¢ is able to generate strong competition in procurement;

¢ specifies its requirements in a clear and operationally relevant manner in
the contract; and

» verifies (through monitoring of performance against the contractual
provisions) that the operator is meeting these requirements in practice.

Where these things are not possible, or are not achieved, the risk transfer
on which value for money depends will be undermined.

Compared to conventional public procurement, and to the standard
forms of Models 1 and 2 as outlined above, PPPs of Model 3 can mobilize
additional private financing for recurrent expenditures while enhancing
the availability of medical equipment and clinical services to persons in the
targeted populations. The costs to government (and service users) can be
high, however, and both forecasting of, and budgeting for, these can be
extremely challenging. As with the other PPP models, risks to affordability
and value for money can be severe and difficult to mitigate via contract
design. In this case, however, the risks are greater in magnitude and the
potential impacts more severe due to the inherent difficulty of specifying
long-term requirements for complex clinical services (and monitoring
them adequately). In addition, equity of access and financial protection
can be compromised when — as is being considered in some health system
contexts — user fees are to be introduced as a major source of private
operator revenues.
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What actions can governments take to make the most effective use of PPPs?

While each of the three models presents a different combination of costs,
risks and benefits, certain principles of good practice apply equally to all.
Specific recommendations for Member States include the following.

1. Ensure that the investment decision is separated from the procurement
route decision and that these decisions are made in the right order. The
investment decision comes first. It is concerned with questions such
as what is needed to deliver the right combination of services (those
covered in a State Guaranteed Benefit Package or similar, for instance)
in the right kind of facilities (primary, secondary, or tertiary facilities)?
Only once such questions are addressed can a decision be taken about
the relative value for money of alternative procurement routes. The
latter decision is concerned with the question: what procurement
route will deliver the intended outputs with the most advantageous
combination of costs, risks and benefits?

2. Incorporate in the procurement route decision an objective recognition
of long-term financial costs and risks to the public sector, health systems
and (where user fees are to be introduced/expanded in the post-contract
arrangements) household budgets. Financial risks relate to uncertainties
around what the future costs will be in real terms and the ability of the
ultimate payers to afford them without detriment to their own financial
position. Experience to date has demonstrated a willingness to use
PPPs even in cases where the model is unlikely to deliver best value for
money, and a propensity to overcommit future revenues by, for example,
entering into contracts that are too costly for the public authorities and/
or service users that ultimately will pay the bill. Given the tendency of
public authorities to engage in forms of strategic behaviour, it is crucial
that regulations governing the conduct of financial appraisals are robust
and subject to independent scrutiny. For larger schemes, scrutiny should
by undertaken by well resourced independent agencies, such as the
supreme audit institution of the country.

3. Invest in the capacity required to define a strategic plan for the health
estate in which all investment decisions are embedded. In view of the
importance of recommendations 1 and 2, achieving success in capital
investment programmes — including those in which PPP is implicated
- requires strong capacity within government to undertake rigorous
needs-based capital planning to define a strategic plan for the health
estate in which all investment decisions should be embedded. These
functions should not be outsourced to external agencies — they are core
functions of government and are essential to the long-term technical
efficiency of the health system. Nor are they well suited to so-called PPP
units, which require more specialist skills, as outlined below.

4. Invest in the capacity required to deliver the strategic plan. Finally,
there needs to be strong contracting capacity in government, ideally
in the form of a specialist procurement unit, to support local health
authorities in running competitive procurements, designing effective
contracts and establishing structures to ensure assiduous monitoring
of performance. Without such capacities in place, PPPs will not deliver
benefits in respect of risk transfer that are sufficient to offset this
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procurement model’s higher transaction costs and financial costs. Such
capacities should be complemented by robust institutional checks and
balances to ensure transparency in decision-making, minimize fiscal

risks and maintain the competitive integrity of procurement processes.
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Middle-income countries (MICs) in the WHO European Region face a
number of common health system challenges. Prominent among these are
infrastructure-related challenges that undermine organizational efficiency
at system level, including:

¢ an oversupply of hospital capacity;

¢ an undersupply of primary care and diagnostics capacity;

¢ outdated facilities, technologies and ICT;

¢ lack of integration between primary, specialized and hospital care; and
e inefficient use of energy and inadequate waste management.

A sustained programme of capital investment is required to address these
challenges. In many countries, there is a perception that public—private
partnerships (PPPs) can play an important role in this regard, partly
because they can create a (superficial) relaxation of the public capital
budget constraint by engaging private financing. This interest is illustrated
in recent legislative changes in Ukraine (Parliament of Ukraine, 2021)

and Uzbekistan (Parliament of Uzbekistan, 2019) designed to enable the
systematic deployment of PPPs in the health sector.

This report focuses on transaction-specific PPPs, which are distinct from
other forms of public—private engagement such as those described in
Box 1, and also more routinized forms of contracting (see section 3). A
transaction-specific PPP involves a long-term contract between a public
authority and a group of private investors, normally constituted as a
special purpose vehicle. The contract sets out the terms under which the
consortium will ensure the availability of health care facilities, equipment
and services (clinical and/or non-clinical) to the public authority. The
consortium manages the design, construction and financing of the
required facilities and equipment and subsequently manages a range
of services over the contractual period. In return, it receives a stream of
payments from the authority, in some cases supplemented by user fees.
The payment amounts are determined through:

¢ a competitive bidding process during the earlier phases of procurement;
and

¢ a bilateral negotiation process during the later phases of procurement.

These payments are drawn on by the consortium to pay its costs (capital
and operational costs, including profit margins), make scheduled
payments of principal and interest to its lenders, and a supply a return on
equity to its shareholders.

While PPPs mobilize additional (private) funds for capital investment, they

therefore require a commitment of the public sector revenue budget over
a long period.

072



Public-private partnerships for health care infrastructure and services:
policy considerations for middle-income countries in Europe

Box 1. Placing PPPs in the broader context of private sector engagement

This report focuses on a specific form of public—private sector engagement
—the transaction-specific PPP, of which there are three main models. It
does not seek to cover the many other ways in which governments seek to
engage private sector entities to influence their incentives and behaviours
by, for instance, safeguarding/promoting population health objectives.

It is recognized by WHO that governments need to have a strong public
policy framework in place to address the challenges the private sector can
create and to harness the opportunities it can present. Such a framework
may include:

e regulations that require private sector entities to report into the routine
health information system;

e licencing to define and enforce the conditions of market entry and to
ensure ongoing oversight of, and accountability for, performance; and

e strategic purchasing of private sector entities’ capacities to, for example,
enable specific populations to access health services outside of the public
sector on a free or low-cost basis.

This report makes a number of observations about the costs, benefits
and risks of transaction-specific PPPs. By no means are these observations
generalizable across the other modalities of engagement. In addition,

it should be noted that the specialist skills required for a government

to manage the costs, benefits and risks of PPPs are different to those
required for effective implementation of other market interventions, so
it will rarely be the case that the PPP unit within a ministry of health or
other relevant state agency is best placed entity to define/manage the
wider policy framework for private sector engagement.

As PPP contracts signed today will place a significant call on public
budgets tomorrow (once related facilities, equipment and services are
operational), their use should be informed by a clear strategic plan

for the reconfiguration and modernization of the health estate (the
investment decision — whether to invest or not in a given project) and
identification of how to deliver on this in a way that maximizes value

for money and safeguards the future financial sustainability of health
systems (the procurement decision — whether to use a PPP or conventional
procurement in which construction/equipping is tendered independently
of facilities management/maintenance, services continue to be provided
by the public sector and funding for capital is provided by government
through, for instance, grants or loans to public authorities involved).

To address this latter question, a large evidence base exists on the use

of health sector PPPs in high-income countries (notably for Australia,
Canada, Italy, Portugal, Spain, the United Kingdom and the United States
of America) (Roehrich et al., 2014).
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This evidence demonstrates that:

* post-contractual cost overruns tend to be lower under the PPP route
than under alternative procurement routes;’

¢ standards of maintenance tend to be higher in PPPs, as private operators
are incentivized to ensure that physical assets (buildings and equipment)
are fully available and at the level of quality outlined in the contract
(whereas maintenance of purely public assets tends to be neglected,
especially, but not only, in periods when budget constraints are strict);

* transaction and financing costs tend to be higher and tend to result
in considerable excess profits for private sector technical advisors and
investors, meaning that in purely financial terms, deficit financing will
often be a lower-cost option for governments than the cost of PPP
financing (Hellowell, 2016); and

¢ the obligations created by PPPs for the public sector and other health
system stakeholders are debt-like in that they cannot legally be avoided
or adjusted and can undermine the financial sustainability of health
systems.

In addition, the evidence shows how the financial sustainability of health
systems can be threatened if the opportunity to mobilize private capital
leads to poor investment decision-making (that is, investment of the
wrong scale and/or on the wrong assets) by health authorities (Hellowell
& Vecchi, 2015).

Experiences in MICs, however, are less well documented. This report seeks
to address this gap. It draws on: a synthesis of theoretical and empirical
research on PPPs; documents published by key policy stakeholders at
national and international levels (documents in the public domain

and those obtained through personal communication); and key
informant interviews with experts with direct experience of working

on PPPs in multiple MICs (see acknowledgements section) to identify

key considerations for the use of PPPs in the Region, focusing on three
research questions in particular.

1. What models are being used or are being actively considered in the
MICs of Europe?

2. What balance of costs, risks and benefits is presented by these models?

3. What actions can governments in the Region take to mitigate the costs
and risks of PPPs?

The report is structured accordingly, and a final section provides a
summary of recommendations.

1. Supporters of PPP sometimes imply that
post-contractual cost certainty can be taken

as an overall arbiter of value for money.
However, this is incorrect: it is evident that a
project delivered on budget (meaning costs
for the public sector do not exceed those
outlined in the contract) can still represent
poor value for money if the authority overpaid
for the risk transfer mechanisms that led to
that outcome.
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PPPs share a number of common features, the defining ones being:

¢ the use of private financing for capital (and sometimes recurrent)
expenditures;

¢ the bundling together of outputs and activities within the scope of a
single contract between a public and private sector entity; and

 the sharing of costs, risks and benefits between the contracting parties.

In the WHO European Region, as elsewhere, PPPs have been used to
address a number of objectives, including:

¢ the harnessing of private sector resources (such as capital, human
resources and/or expertise) by the commitment of a defined public
sector and/or user-fee revenue stream;

* the need to overcome constraints on public sector capital budgets and
thereby enable additional expenditures on health facilities, equipment
and services;

 the opportunity to leverage new construction and facilities
management/maintenance skills (some of which are only found in the
private sector and which may be difficult to fully leverage via public
procurement) to improve the quality and efficiency of health care assets/
services; and

¢ the opportunity to enhance the transparency and value for money of
government procurement processes.

Models of PPP differ, however, varying in terms of the scale, nature and
timing of the expenditures and risks involved. Table 1 provides an overview
of three PPP models that the document review and interview data
demonstrate have been used in the MICs of Europe. Table 1 notes their key
economic features and provides a brief summary of the key opportunities
and challenges that relate to each of them. More detailed commentary on
each of these models is then provided in section 3 (see below).
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Table 1. Types of health sector PPPs used in MICs in the WHO European

Note: no quantitative data exists on the
number of health sector PPPs in the Region.

Region
Source: author’s analysis, based on
International Finance Corporation (2021).
PPP model Economic features Opportunities and challenges
MODEL 1 The public sector identifies specialist Opportunities

Specialized clinical/
diagnostic services

services (such as dialysis, radiotherapy

and day surgery) or diagnostic services
(like laboratory services, imaging and
nuclear medicine) to be provided by a
private operator. The private operator
finances up-front capital costs. Payment
to the operator is made by government
on the basis of an annual per capita or per
treatment model (or a combination), and
in some cases users’ co-payments.

The model can enhance the availability of medical facilities, equipment and
services for the population(s) targeted, while improving the quality of clinical
services and/or the efficiency of their provision.

Challenges

High transaction costs and/or per capita/per session prices are probable
relative to other modes of delivery, including other methods of contracting
with the private sector. The model may influence and perhaps distort
resource allocation priorities unless projects are selected specifically to
address identified gaps in the availability of prioritized services (as defined
by the essential health service package, for instance).

MODEL 2
Health facility

The private sector partner manages the
design, build, financing and operation

of health facilities (such as hospitals,
ambulatory care facilities, polyclinics,
primary care centres and maternal and
paediatric clinics). Management of clinical
services remains in the public sector.
Contracts typically last for 30+ years and
may include outsourcing of so-called

soft facilities management (like catering,
cleaning and laundry). Payment to the
private operator is made by government,
usually on the basis of a performance-
adjusted availability charge. Co-payments
by users for some limited costs — such as
parking charges — may also be in place.

Opportunities

The model can enable access to private finance for capital expenditure,
circumventing public budget constraints and enabling additional investment
in the health care estate and equipment. It can also enhance the efficiency
of capital procurement, with an emphasis on establishing certainty of public
sector costs over the lifecycle of the assets.

Challenges

Substantial government capacity and a competitive market environment -
one that enables a competitive procurement process — are required to secure
and sustain value for money over the duration of the contract. In practice,
costs can be difficult to forecast and budget for ex ante, and the opportunity
to defer and smooth out the costs of capital investments presented by
private finance may lead to an overcommitment of future public sector
funds. As a result, there are risks to affordability ex post, such that the
financial sustainability of health systems can be compromised (Hellowell &
Vecchi, 2015).

MODEL 3
Integrated

The private operator manages the design,
build, financing and operation of health
facilities (such as hospitals, ambulatory
care facilities, polyclinics, primary care
centres and maternal and paediatric
clinics) and the full range of associated
clinical services on a long-term basis,
typically ranging from 10-30 years.
Payment to the private operator is made
by government, usually on the basis of a
prospective global budget that includes
the operator’s cost of capital, and also co-
payments by users.

Opportunities

The model can mobilize private financing for both capital expenditure and
recurrent expenditure (if user fees are involved), enhance the efficiency of

government procurement with an emphasis on lifecycle costs, and enhance
the range and quality of medical equipment and clinical services to persons
in the targeted populations.

Challenges

Substantial government capacity alongside a market environment that
enables competitive bidding are required to secure and sustain value for
money over the duration of the contract. Contracting authorities must be
able to specify clinical service requirements and monitor that these are
delivered in practice. Failure to do so places the quantity and quality of
clinical services at risk. Market prices can be high due to a lack of qualified
bidders and high transaction costs - related costs are difficult to forecast and
budget. The risks to affordability — and thereby to the financial sustainability
of health systems — can be high in magnitude and difficult to mitigate in
practice. Equity of access and financial protection will be compromised if user
fees are a major component of the private operator’s revenue stream.
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3.1 Model 1. Specialized clinical and
diagnostic services

In this model, the private operator commits to deliver:

¢ a specified range of clinical and/or diagnostic facilities and/or
equipment; and

¢ a specified range of services to a defined number of patients over a
multi-year period (often 4-10 years, with longer durations for more
capital-intensive contracts).

Typically, private operators assume responsibility for: renovating and/

or equipping facilities; maintaining and operating equipment; procuring
all medical supplies; recruiting, training and managing all staff; and
treating patients. Government payments to the operator can be based on
prospective global budgets, capitation payments, fixed fees-for-service or
case-based payment (which may be adjusted annually). There is also, in
some cases, a defined schedule of user charges.

Model 1 PPPs are in some ways similar to other contracting arrangements
used by governments and other public authorities, such as social/national
health insurance agencies that have included private operators in the
network of providers eligible to receive pre-paid/pooled funds. There
nevertheless are also important differences, summarized in Table 2, such
that PPPs tend to be associated with much higher transaction costs than
other forms of contracting.
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Table 2. Distinguishing Model 1 PPPs from other forms of private sector

contracting

a. Where a government or health agency has
- or plans to have - a substantial programme
of such contracts in place, it may attempt to
reduce the transaction costs of individual
contracts by standardizing such variables.

Function

Routine private sector contracting

Model 1 PPP contracts

How contractors are
selected

Contracts are allocated to any willing provider that
meets set criteria (as defined, for example, through
accreditation/empanelment/certificate of need
arrangements).

Contracts are entered into with winning bidders —in
principle, those that have offered the best terms (price/
quality) during the competitive procurement process.

Type of competition
involved

Competition takes place in the market - that is, after
contractual arrangements have been established.

Competition takes place for the market - that is, before
contractual arrangements have been established.

How outputs (and their
range and volumes) are
defined

Service volumes are defined by demand among patients
within the specified group (such as residents in a defined
locality enrolled in a specific insurance scheme). The
range of services, quality standards and fee structure/
amounts to be paid to contractors are determined at
health system level.

Service volumes are determined by mechanisms set out in
the contract (these may be volume-based but more often
are availability-based, or a combination). The range of
services, quality standards and fee structure/amounts to
be paid to the contractor are specific to the transaction.
and determined during the procurement process.?

Basis for payment

Money follows the patient.

Patients follow the money.

Benefits

The contract can be light touch (as accreditation/
empanelment criteria set minimum standards for issues
such as provider competencies/equipment standards),
reducing transaction costs.

Incentives to provide high-quality care flow from
financial incentives to attract and maintain patient
demand, assuming that market conditions enable
consumer choice/provider competition.

The contractor has strong financial incentives to: deliver
construction on time and in line with defined standards;
and after completion/provision of the capital assets,
operate them at the level of quality defined in the
contract (as failure in either case may lead to delayed/
reduced payments and associated financial losses).

Costs and risks

A lack of detailed performance criteria and enforcement
mechanisms may lead to gaps or weaknesses in the
quality/quantity of service delivery.

Performance relies on the conditions of entry and
the market environment, including the robustness of
the regulatory apparatus and the appropriateness of
payment mechanisms and prices - where these are
inadequate or ineffective, performance pressure on
provider(s) is limited/inadequate, at the expense of
patient care and value for money.

Contracts need to be lengthy and detailed, and
monitoring arrangements extensive. For both reasons,
transaction costs will tend to be very high. This may result
in risks to value for money and affordability of contracts
because of the direct burden of transaction costs and the
downward pressure such costs can exert on the level of
competition during the procurement process.

Establishing comprehensive contracts is challenging. Any
major gaps or limitations in contracts may compromise
the contractor’s incentive to perform well, at the expense
of value for money for the public sector.

In principle, Model 1 PPPs have the potential to:

¢ enhance the availability of high-quality specialist medical infrastructure,
equipment and services for the general population;

e improve health authorities’ procurement of equipment, with an
emphasis on reliability of operations, and strengthen the predictability
of costs to government over the lifecycle of the assets;

* enable the development of new models of care through, for instance,
hub and spoke models that improve organizational efficiency;

¢ allow the public sector to benefit from the skills of specialist

international players, of whom there are many in key areas such as

dialysis, radiotherapy and day surgery; and
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¢ enable health authorities to attain experience and knowledge in
procuring, designing and monitoring contracts for complex health
services — building capacity for more institutionalized approaches to
contracting and/or more complex forms of PPP contracting.

Model 1 has been used in a number of MICs over the course of the last
two decades, most commonly for haemodialysis. There is good evidence
from recent experiences in Kyrgyzstan, the Republic of Moldova and
Romania that the model can be used to expand the availability and
distribution of modern medical equipment and improve access to high-
quality services for targeted populations. PPPs can also stimulate the
development of a market in the private provision of clinical services that
can (in the longer term) enable more service provision to occur outside of
hospitals. This has been the case for haemodialysis in Romania, in which
an initial programme of PPPs led to multiple short-term, and more flexible,
contracts with dialysis providers that were entered into directly by the
insurance fund — an experience that also seems to have been replicated in
the Republic of Moldova and, most recently, in Kyrgyzstan (see Box 2).

However, evidence on value for money from a contract-specific
perspective (asking whether government costs may have been lower

or the quantity/quality of facilities and services higher by using other
modalities) is limited and is constrained by the absence of a clear
counterfactual, or clear cost benchmarking. It nonetheless is apparent
that transaction costs tend to be high relative to other forms of

delivery, including other types of delivery under contracts such as direct
contracting of private sector dialysis providers by insurance funds or state
purchasers and/or managed equipment service (MES) leases undertaken
by autonomous health care providers. Indeed, in some countries, the
resulting costs may be affordable only if governments are able to access
external support through, for example, development partners. The
transaction costs faced by private sector bidders also tend to be high,
increasing bid prices and limiting the number of bids, contributing to
higher contract prices and/or service fees.

In analysis of value for money, such costs need to be considered alongside
any operational efficiencies that the PPP model is expected to generate.
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Box 2. Haemodialysis PPPs in Kyrgyzstan

Legislation to regulate the use of PPPs in the health sector was enacted

in Kyrgyzstan in 2013. From that year, the Ministry of Health worked

with development partners to prepare feasibility studies for a project to
deliver haemodialysis capacity in the country. Initially, the level of interest
from international market players was considerable, with expressions of
interest from companies headquartered in 12 different countries, but
several companies withdrew over the course of the procurement process,
reducing the degree of competitive pressure. The Government eventually
prequalified two bidders, both of which submitted a bid. The project was
awarded to Fresenius, a German company. Fresenius signed a 10-year
contract to finance, lease and operate four haemodialysis centres offering
a minimum of 75 000 dialysis sessions, train health professionals from
several public centres and develop home-based peritoneal dialysis services.
As of April 2022, this contract was still in place, though the price per
session (approximately US$ 100) is now viewed by the Ministry as higher
than current market rates.

Reflecting on the transaction and operational costs of the PPP, policy-
makers have opted to diversify their approach to private sector
engagement in future, including in the form of direct contracting by the
Mandatory Health Insurance Fund with haemodialysis providers on the
basis of one-year contracts. These contracts are regarded as having a
number of advantages over PPPs, including shorter procurement periods,
greater flexibility in service provision and lower contract periods and
costs. This experience helps to demonstrate that where a mandatory
health insurance fund exists and is capable of acting as a strong strategic
purchaser, alternatives to PPPs can be found. In some cases, these
alternatives represent a more affordable solution or better value for
money, taking into account the up-front transaction costs and the long-
term costs to government.

In addition to matters of transaction costs, finance costs and per capita/

per treatment costs, it is important to consider the broader issue of
allocative efficiency, which refers to whether the right services are likely to
be purchased through Model 1. It is important that services are selected
according to their degree of priority for the health system as a whole as
reflected in, for example, the package of essential services covered by

the national health insurance scheme rather than their amenability to be
provided under a particular modality. It is apparent that services such as
dialysis, radiotherapy and day surgery can be delivered under Model 1, but
further case-specific analysis is needed to consider whether they should

be. Analysis should consider the need for developing additional capacity in
these areas and the net benefits of this private sector engagement modality
in comparison to others (such as via subcontracting by public providers or
direct contracting of private providers by a strategic purchaser). It should
also be noted that the services purchased under this model are likely to
represent only one input into a care pathway, and not a whole case episode.
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There should be clear guidelines with referral criteria on the types of
patients eligible to receive the related services, alongside robust monitoring
to guard against opportunistic behaviours by providers.

Examples of projects of this type under consideration in the WHO
European Region include:

¢ establishment of a new radiology centre at the National Cancer Institute,
Kyiv, Ukraine; and

¢ establishment of three haemodialysis care centres in three regions of
Uzbekistan — the city of Tashkent, the Republic of Karakalpakistan and
the Khorezm region (in operation from April 2022).

3.2 Model 2. Health facility PPP

In this model, the private operator manages the design, construction,
financing and operation of health facilities (such as hospitals, ambulatory
care facilities, polyclinics, primary care centres and maternal and paediatric
clinics). The name refers to “health facilities” because the public sector
retains management of all clinical services and employment of all clinical
staff. The model therefore focuses on the modernization of infrastructure
and related activities, such as maintenance, rather than clinical services,
although it can also have a major impact on services. Contracts typically
last for 30 years or more — a period of time set to reflect the lifecycle of
the contracted facilities — and may include outsourcing of some so-called
soft facilities management (such as catering, cleaning and laundry),

but this has been less common in recent years. Payment to the private
operator is made by government, usually on the basis of availability (that
is, the extent to which the specified facilities at the required standard are
available for public sector use) and may be supplemented by user fees for
some services (such as parking fees). Key features of this model include:

¢ long-term contracts — typically 30 years or more and up to 60 years in
some cases;

¢ the sharing of risks between the public authority, private operator and
investors/creditors;

e contracts based on a specified payment mechanism (the so-called
availability charge), analogous to a prospective global budget, albeit one
that can be adjusted according to performance;

¢ government ownership of the assets at the end of the contract, at which
point facilities and equipment must be in reasonable condition; and

¢ bundling of infrastructure and non-clinical services within a single
transaction.

Payment to the private operator is made in full only if the specified
infrastructure and services are made available in accordance with
the standards set out in the contract. The operator therefore has a
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compelling incentive to deliver the specified infrastructure on time and
to budget and to ensure that it is constructed and, once completed,
maintained well, remaining fit for purpose throughout the long contract
period. Achieving this degree of risk transfer, however, is dependent on
a number of factors, including the ability of the authority to specify its
needs in a legally enforceable and operationally practicable contract
and to verify that the operator is meeting these needs in practice. The
authority must also be able to run a competitive procurement, such
that bidders are forced to ensure that bid prices approximate to their
marginal costs of production, eliminating excess profits and enabling
the state to capture a share of the gains from efficiencies related to risk
transfer and the economies of scope engendered by the bundling of
activities (design, build and maintenance, etc.).

Consequently, achieving benefits from this model requires that the
authority has (or at least has access to) a high level of contracting expertise.

Even where such conditions hold, benefits may in practice be offset by the
high transaction and financing costs that are, as the empirical evidence
shows, generic features of the model. For example, Dudkin & Valila (2005)
showed that a sample of social infrastructure PPPs undertaken in the
United Kingdom had higher precontractual transaction costs than would
have been generated under conventional public sector procurement.
These amounted to about 10% of the capital expenditure value of the
project on average for both state authorities and the winning private
sector bidders, and up to 5% of that value for losing bidders. The authors
attributed these additional costs to the long-term nature of PPPs, the
complexity accruing to bundling of functions and the emphasis placed
on risk transfer, all of which increase the costs of procurement across
parties. In addition, transaction costs accrue to private financing itself -
for example, the additional fees that equity investors must pay to their
lenders and to sellers of financial derivatives that are used to hedging
against inflation and interest rate risks. These fees add to the operator’s
costs and are then factored into the availability charge to be paid by the
authority. Such transaction costs have no direct parallels in alternative
forms of procurement. Finally, the rates of return on private debt and
equity add to the costs of PPP projects. A private operator’s weighted
average cost of capital will normally be a multiple of the interest rate on
the government’s debt (Hellowell & Vecchi, 2012).

Many governments are attracted to this form of PPP for economic rather
than financial reasons. The model allows the budgetary recognition of
capital expenditures to be:

» deferred (the government only pays once the facilities are operational);
and

¢ smoothed out (the up-front costs are repaid across the contractual term
in a manner similar to a residential mortgage).

The ongoing costs of PPPs cannot be avoided indefinitely, however. The
future costs of such PPPs are, in effect, debt-like in their structure. For
such reasons, international accounting rules have made it difficult for
the obligations under PPPs to be accounted in so-called off-the-budget
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sheets (Eurostat & European PPP Expertise Centre, 2016). Even where the
current accounting rules allow for this, as appears to be the case in many
MICs in Europe, it is apparent that accounting definitions are subject to
periodic revision. It is also possible that the debt will transfer back to the
on-budget sheet at some point in future. The opportunity to defer and
smooth out costs through PPPs can create budgetary incentives in the
public sector that may undermine the financial sustainability and service
capacity of health systems because of:

¢ a willingness to use PPPs even in cases where the model is unlikely to
deliver best value for money (that is, where the benefits of risk transfer
and bundling are more than offset by higher transaction and financing
costs, as described above); and

¢ a propensity to overcommit future revenues by, for example, entering
into contracts that are too costly for the public authorities and/or service
users that ultimately will pay the bill.

Reflecting these concerns, current advice from the International Monetary
Fund (Irwin, Mazraani & Saxena, 2018) is that governments should avoid
overinvestment by:

¢ developing and implementing clear rules for their use, including financial
analysis to determine affordability over the full period of the contract;

¢ identifying, quantifying and disclosing all PPP-related risks to
government; and

* reforming budget frameworks and government accounting procedures
to capture all future costs in a comprehensive way, including actual and
conditional liabilities (those that relate to changes in macroeconomic
variables such as inflation, interest rates and exchange rates, all of
which can have a material impact on the affordability of PPP schemes to
payers) (Box 3).

In addition, when a health ministry expects to make large-scale use of
health facility PPPs, it may be beneficial to establish an overall “control
total”. This is a defined limit to the total value of all future PPP liabilities
that can be entered into in a given period and is, in effect, an attempt to
establish an overall credit limit for public authorities. While a control total
does not eliminate the budgetary incentive to use PPPs over other forms
of procurement (at least until the total has been reached), it may help to
stimulate a shift from a medium-term to a long-term budget-planning
horizon and more disciplined prioritization of investments.
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Box 3. Health facility PPPs in Tlrkiye

PPP contracts have been signed for 20 so-called city hospitals in Turkiye,
with a total capital expenditure value of US$ 11 billion. Turkiye has
become an important source of inspiration for the use of PPPs in Ukraine
and other countries in the WHO European Region. This is part of a wider
process in which a number of investors — including commercial banks and
multilateral development partners such as the European Investment Bank
(EIB), European Bank for Reconstruction and Development (EBRD) and the
International Finance Corporation (IFC) — have been seeking to harness
their experience of the PPP programme in Tlrkiye and apply it to other
emerging markets.

According to recent media reports, however, the Ministry of Health has
announced that there will be no further PPPs in the country and that all
future hospital construction projects will be financed from government
sources alone. The decision was taken after it emerged that payments
for just 10 operational hospital PPPs accounted for some 27.8% of the
Ministry of Health budget.

Key elements of the budgetary pressures created by the PPP programme
in Tarkiye include:

e the large scale of the projects and the public revenue commitments they
involve; and

¢ exchange rate volatility aggravating the budgetary challenge, as public
revenue commitments were tied to the value of the US dollar, meaning
that as the Turkish lira depreciated against the US dollar, the proportion
of the Ministry of Health budget (denominated in lira) allocated to PPP
payments had to be increased.

Examples of projects of this type under consideration in the WHO
European Region include:

e construction of a modern general hospital (based at the Emergency
Hospital in Lviv, Ukraine), which is currently at the pre-feasibility stage;

e construction of an emergency wing for the Poltava Regional Clinical
Hospital in Ukraine; and

e initiation of procurement processes for four Model 2 PPPs for
multidisciplinary hospitals in the cities of Aktobe, Atyrau, Karaganda and
Taraz in Kazakhstan.
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3.3 Model 3. Integrated PPPs

In addition to the models described above, a third PPP model is being
considered in some MICs (such as Ukraine) and is, in general, one of a
menu of PPP options presented by development partners such as IFC,
EBRD and the Asian Development Bank to country partners. Under this
model, a private operator is tasked with building and maintaining new or
rehabilitated facilities and managing the full range of clinical and non-
clinical services in them, usually for periods of 10-30 years. Because this
model combines infrastructure-related and clinical services, it is sometimes
referred to as the integrated model.

As clinical services are delivered by the private operator, this model can
accommodate user fees either as a minor or major component of operators’
revenue stream. In such cases, public funding may be used for specific
purposes (such as purchasing a certain volume of essential services and/or
co-financing capital expenditures to address a so-called commercial viability
gap). In either case, the model provides an opportunity for governments

to increase private financing for recurrent expenditures (alongside capital
expenditures) and, for the same reason, raises concerns in terms of equity of
access and financial protection for patients.
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A number of conditions need to be met for PPPs — of any form - to be
successfully implemented.

4.1 Determining the role of PPPs in
shaping the provider network

As noted above, PPPs are a tool used to pursue a government’s strategic
objectives. They do not constitute a strategy in themselves. Whether
they impede or support the government’s strategic objectives is an open
question — they might, and they might not. PPPs can only enhance the
allocative efficiency of health systems if they are embedded in a strategic
plan for the provider network — one that defines its future scale and
configuration — and one that is informed by, and integrated into, the
(often evolving) organizational, financing and purchasing strategies of
the health care system as a whole.

While this may seem obvious, it is worth re-emphasizing. In most countries
in the Region (as elsewhere), the PPP agenda is highly centralized, with
policy formulation led by ministries of finance/economies (or equivalent).
It then - in effect - is transplanted into the ministry of health (alongside
departments responsible for the road, rail and energy projects that have
also been prioritized under project finance/PPP programmes) and from
there to individual regional or local authorities (Agency for Support of
Public-Private Partnerships, 2021). This approach has been observed

in multiple other countries and can lead to prioritization of form over
function, with decision-making beginning with an assumption that PPPs
will be used and the analysis focusing on how PPPs can be applied. In turn,
this carries the risk that investment programmes become distorted away
from the objectives set out at the beginning of this report, including the
needed reconfiguration and modernization of the Region’s health estates.
In addition, PPPs may be used for projects where they do not represent
value for money, and this risk is amplified if local-level authorities or

other contracting entities (often with limited capacity in PPP and contract
management) are provided with subsidies or guarantees conditional on
the use of PPPs specifically.

However they are financed, capital projects should be prioritized
according to a plan for reconfiguration of the health estate by, for
example, responding to lack of capacity at primary care level and
addressing excess capacity at secondary and tertiary levels. Once a
prioritization plan is in place, decisions about the mode of procurement/
financing should be informed according to a clear assessment of the costs,
benefits and risks associated with alternative options. As noted, PPPs are
often seen as a means of mobilizing additional capital; by utilizing private
finance, they enable the budgetary recognition of capital expenditures to
be deferred (in comparison with conventional public financing of capital
investment, for which up-front capital expenditures are recognized as they
are incurred). In the long term, however, PPPs create debt-like obligations
for the public sector (and, in the case of some models, also for patients).
These need to be carefully and objectively considered through value-for-
money analysis (which examines the opportunity costs of the PPP route

25



Public-private partnerships for health care infrastructure and services:
policy considerations for middle-income countries in Europe

compared to alternative models) and financial analysis (which examines
the impact of future fiscal obligations on the financial sustainability of the
(national or local) health systems).

4.2 Financing the long-term costs of
PPP contracts

In some countries in the Region, health facilities’ capital and maintenance
costs are funded through a different route to funding for services. For
instance, it is common for infrastructure costs (maintenance and utilities
costs) to be borne by regional or local authorities, while service costs

are borne by health care payers. In such cases, it is important that local
authorities’ plan to pay more for the capital and maintenance costs of
PPP facilities than in the rest of the health care estate. Such costs will
often be higher in PPP facilities, even in cases where the contract has been
implemented effectively by procurers, for two reasons:

e the capital expenditures committed by the private operator to develop
the facilities will have to be re-paid, along with the required rates of
return of its creditors; and

¢ the maintenance costs of the facilities may be higher, reflecting the
incentives in PPP payment mechanisms to ensure high standards of
maintenance through the lifecycle of the contract.

Public authorities will need to ensure they can afford such costs without
compromising their ability to meet their other social obligations and
without crowding out investment in service areas that are unlikely to be
part of PPP projects, such as primary care.?

In other countries in the Region, the capital and maintenance costs of
autonomous health care providers are funded through the tariffs for
services, with no additional subsidy from local authorities. This adds

a level of uncertainty to the budget-planning process for health care
providers. For example, if the operator is paid an availability charge
(which is unaffected by service volumes) while the service provider is paid
a tariff per case, the provider’s costs and revenues are mismatched. This
complicates the affordability assessment before contracts are agreed
and/or may lead to budgetary shortfalls after contracts are signed. Such

a mismatch also creates risks to investors, as any shortfall in revenues of
the health care provider may result in delays to payments to the operator,
threatening its returns or even (in extremis) its solvency. To avoid the
potential for such problems and to ensure that projects are bankable
(meaning that private investors are willing to participate in them), the
mismatch may have to be resolved at local, regional or even national level
through, for example, guarantees that any shortfall in providers’ ability to
pay will be met by authorities at a higher level.

Whoever pays the bill, it is of core importance to limit the potential for
overinvestment through PPPs — a risk related to the fact that private
financing allows expenditure to take place now without that expenditure

26

2. In principle, health facility PPPs could be
used to support capital investment in primary
care networks. In practice, this is relatively
rare, largely because the high transaction
costs of PPPs — for both government procurers
and private operators — are deemed to be too
heavy for the small-scale facilities required
for primary care provision. There are cases

of integrated PPPs (in Maseru (Lesotho) and
Valencia (Spain), for example) that have
incorporated managed primary and secondary
care facilities and services within individual
transactions, but this is extremely rare.
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scoring on the public budget (generating a kind of credit card effect, with
predictable effects on the quality of investment decisions). Empirically,
however, analysts often underestimate the future costs of PPPs (both
direct and conditional liabilities) when conducting financial analysis.

This may be driven by a combination of technical errors (related to

the inherent difficulty of predicting the future), optimism bias (a non-
deliberate tendency to underestimate costs/overestimate capacity to bear
costs) or strategic misrepresentation (a deliberate effort to underestimate
costs/overestimate capacity to bear costs). Whatever the cause, the
international evidence shows that the resulting underestimation of future
costs or overestimation of the health authority’s ability to service them has
real, and sometimes severe, consequences for health systems.

Mitigating risks to affordability requires national and/or other public
authorities to ensure all plans for new projects are scrutinized by a source
of independent scrutiny, such as national/municipal audit institutions.
Official audits are required to establish that transactions will generate
benefits in excess of their opportunity costs and need to include an
assessment of the potential for costs to vary over the duration of the
contract. Such variation can have a number of potential causes, many of
them external to the contract itself. For example, exchange rate volatility
may present a serious challenge to affordability over the longevity of the
contract, as public revenue commitments tend to be tied to the value of
an international currency; if the value of local currency falls in relation to
that currency, the costs of PPP payments increase in real terms (see Box 3
describing the experience in Tirkiye). This is also likely to be a factor in the
private sector’s assessment of investment risk.

4.3. Strengthening capacity to
undertake effective PPP projects
and programmes

As noted above, the decision-making process for all capital investment
decisions, including those that are eventually to be taken forward as PPPs,
needs to begin with the question: what investments are needed to deliver
the right combination of services (such as those covered in the State
Guaranteed Benefit Package, or equivalent) in the right kind of facilities
(primary, secondary or tertiary facilities)? Only once this critical question

is conclusively addressed can decisions be taken about the specific
procurement method to be deployed and what capacity is needed to be
in place to deliver the method effectively. While building capacity for the
effective deployment of PPPs is likely to be important in many countries,
it is even more important that ministries of health and other health
authorities build strong capacities to undertake needs-based assessment
of service needs, plan a strategic reconfiguration of the health estate that
is aligned with this, and select and take forward the investments needed
to deliver that strategy.

Yet in cases where PPPs will be used, strong capacities will be needed.
Across the three models, PPPs incorporate a range of complex services,
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all of which need to be specified in contract documents and payment
mechanisms. Because of the multifaceted and conditional nature of
health care, these services also tend to be challenging (and expensive) to
monitor. Achieving successful outcomes from PPPs requires investment
in the specialist human resources (either in-house or external to the
organization) required to do this well. Currently, such capacities are
limited in most countries in the Region. While specialist PPP agencies
may exist in some limited form, ministries of health and other relevant
subnational authorities need to be capable of implementing PPPs
sensibly. The costs of achieving this, which include training of the required
professionals and sufficiently attractive salaries to preclude corruption
or poaching by the private sector, need to be considered as part of the
overall economic appraisal of PPP programmes.

In general, it is sensible to start small when using PPPs, piloting the
model on smaller projects in areas that are relatively measurable and
monitorable (such as specialist clinical/diagnostic services, as discussed
under Model 1 above) and building up the capacities of government and
the market over time before moving to contracting in more complex and
capital-intensive service areas, such as multi-profile hospitals. Indeed,
there is evidence that the deployment of Model 1 contracts can stimulate
state and market capacity for the wider adoption of contracts with the
private sector. In Romania, for example, a programme of eight dialysis
PPPs in the early 2000s helped to stimulate development of an efficient
market in dialysis provision that now operates on the basis of short-term
performance-based contracts let by the National Health Insurance House
(Box 4).

Box 4. Dialysis Model 1 PPPs in Romania

In 2004, four private operators were selected to run eight separate
contracts — each running for up to seven years — to refurbish, operate and
manage dialysis centres at eight hospitals in Romania. The projects had a
combined capital cost of €28.6 million. Payments to operators were based
on a defined fee per haemodialysis treatment and a defined annual fee

per peritoneal dialysis patient. Contracts were awarded to operators on

the basis of investment levels rather than prices. The IFC, which worked as
transaction adviser on the programme, estimates that between 2005 and
2008, the Government of Romania saved €2.9 million on the cost of dialysis
services. Introduction of contracts based on fixed fees has resulted in a more
transparent pricing system for dialysis services and enabled the adoption

of stricter national quality standards that are applicable to privately and
publicly managed clinics. There is now an efficient market in dialysis
provision in the country (unlike in the initial wave of PPPs, now mostly
conducted outside of hospital facilities) underpinned by financing from the
National Health Insurance House on the basis of simple, output-based short-
term contracts with international dialysis providers, in which fixed fees for
treatment have been falling in real terms for a number of years.
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This report has provided: a review of three PPP models currently being
used or considered in the Region; an analysis of the costs, risks and
benefits of these models; and an assessment of the specific actions that
governments can take to strengthen their capacity for effective policy-
making and implementation. Although PPPs have often led to relatively
good outcomes in terms of post-contractual cost-certainty, they lead to
high transaction and financing costs that need to be recognized, planned
for and where possible mitigated by policy-makers. Securing value for
money means selecting the right projects, reflecting their degree of
priority for the health system as a whole, taking into account the need
for rationalization/reconfiguration of physical and human resources
(from hospitals to other care settings) and the potential impact of new
purchasing arrangements and payment mechanisms. Securing value for
money also means implementing PPPs only when they represent the
most cost-effective solution compared to other procurement modalities,
and where the robust capacities needed to plan, design, negotiate and
monitor long-term complex transactions are available in the public sector
to implement them effectively. Such capacities often are not available;
where this is the case, they need to be built up over time.

In the real world, PPPs are often seen as a means of mobilizing additional
capital. In utilizing private finance, they enable the budgetary recognition
of capital expenditures to be deferred (in comparison with conventional
public financing of capital investment, for which up-front capital
expenditures are recognized as they are incurred). In the long-term,
however, PPPs create debt-like obligations for the public sector (and, in

the case of some models, also for patients). These need to be carefully and
objectively considered through value-for-money analysis (which examines
the opportunity costs of the PPP route compared to alternative models) and
financial analysis (which examines the impact of future fiscal obligations on
the financial sustainability of the relevant health system setting).

To minimize fiscal risks and ensure the integrity of procurement processes,
institutional checks and balances need to be robust. Securing allocative
and productive efficiency and safeguarding the public interest requires
sources of independent scrutiny and challenge, including the activation
of supreme audit institutions for larger schemes that have the potential
to impact on the financial sustainability of health systems. Their findings
should be disseminated as widely as possible, including in parliament and
through the media, and the data, evidence and recommendations they
provide utilized to inform policy adaptation and learning.

While each of the three models presents a different combination of costs,
risks and benefits, certain principles of good practice apply equally to all.
Specific recommended actions for Member States include the following.

1. Ensure that the investment decision is separated from the procurement
route decision and that these decisions are made in the right order. The
investment decision comes first. It is concerned with questions such
as what is needed to deliver the right combination of services (those
covered in a State Guaranteed Benefit Package or similar, for instance)
in the right kind of facilities (primary, secondary, or tertiary facilities)?
Only once such questions are addressed can a decision be taken about
the relative value for money of alternative procurement routes. The
100
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latter decision is concerned with the question: what procurement
route will deliver the intended outputs with the most advantageous
combination of costs, risks and benefits?

2. Incorporate in the procurement route decision an objective recognition
of long-term financial costs and risks to the public sector, health
systems and (where user fees are to be introduced/expanded in the
post-contract arrangements) household budgets. Financial risks relate
to uncertainties around what the future costs will be in real terms and
the ability of the ultimate payers to afford them without detriment
to their own financial position. Experience to date has demonstrated
a willingness to use PPPs even in cases where the model is unlikely to
deliver best value for money, and a propensity to overcommit future
revenues by, for example, entering into contracts that are too costly
for the public authorities and/or service users that ultimately will pay
the bill. Given the tendency of public authorities to engage in forms of
strategic behaviour, it is crucial that regulations governing the conduct
of financial appraisals are robust and subject to independent scrutiny.
For larger schemes, scrutiny should by undertaken by well resourced
independent agencies, such as the supreme audit institution of the
country.

3. Invest in the capacity required to define a strategic plan for the health
estate in which all investment decisions are embedded. In view of the
importance of recommendations 1 and 2, achieving success in capital
investment programmes — including those in which PPP is implicated
- requires strong capacity within government to undertake rigorous
needs-based capital planning to define a strategic plan for the health
estate in which all investment decisions should be embedded. These
functions should not be outsourced to external agencies — they are core
functions of government and are essential to the long-term technical
efficiency of the health system. Nor are they well suited to so-called PPP
units, which require more specialist skills, as outlined below.

4. Invest in the capacity required to deliver the strategic plan. Finally,
there needs to be strong contracting capacity in government, ideally
in the form of a specialist procurement unit, to support local health
authorities in running competitive procurements, designing effective
contracts and establishing structures to ensure assiduous monitoring
of performance. Without such capacities in place, PPPs will not deliver
benefits in respect of risk transfer that are sufficient to offset this
procurement model’s higher transaction costs and financial costs. Such
capacities should be complemented by robust institutional checks and
balances to ensure transparency in decision-making, minimize fiscal
risks and maintain the competitive integrity of procurement processes.
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GUIDE FOR PRACTITIONERS FOR PRIMARY HEALTH CLINIC
1. INTRODUCTION

Both Central and State governments have identified several important needs and taken
initiatives to strengthen the health and medical care services for greater benefit of the
people. In this context primary healthcare is the cornerstone of health services- a first
port of call to a qualified doctor for the sick. Amongst various needs, greater access to
primary health care round the clock for the patients at affordable cost is one of the
critical aspects of modern healthcare services.

The primary healthcare in India suffers from issues such as the inability to perform up
to the expectation due to (i) non-availability of doctors; (ii) inadequate physical
infrastructure and facilities; (iii) insufficient quantities of drugs; (iv) lack of
accountability to the public and lack of community participation; (v) lack of set
standards for monitoring quality care etc. Thus to improve the health and well-being
of the people there is need to leverage resources from private sector to improve the
primary healthcare services and increase the coverage of population for primary
healthcare services. Already, several states have started implementing projects under
Public Private Partnership (“PPP”), for provision of primary healthcare services to its
inhabitants, particularly in rural areas.

The key objective of implementing primary healthcare projects on PPP basis would be
to provide access to primary healthcare services to vulnerable and targeted sections of
society such as economically weaker section patients/below poverty line patients
(“BPL Patients”). In order to achieve the objectives set out hereinabove, the
government (“Implementing Agency”) proposes to develop/implement greenfield
Primary Healthcare Clinic (“PHC”’) which may include development of building and
support infrastructure; installation of equipment’s; and may provide clinical services,
support clinical services and facility management services (such as housekeeping and
maintenance, etc.) to inpatients and outpatients of the concerned PHC.

With the intent to provide access to primary healthcare services to BPL Patients, the
Implementing Agency proposes to implement PHC in different regions of the state
where there are no PHC or the existing PHC is insufficient to serve the entire
population of such BPL Patients within the specified area.

o Capacity of PHC: PHC is to serve a defined area and population thus the
minimum capacity of the PHC will be dependent on feasibility study which
would take into account the population density, technical and commercial
aspects of a project facility, covering the required services, usage requirements
and the type of healthcare to be provided in the PHC. Indian Public Health
Standards (IPHS) Guidelines for Primary Healthcare Clinics 2012 may be
referred to for basic requirements of primary health care establishment.
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o Services to be provided in Primary Healthcare Clinic:

©)

Clinical Services: The clinical services would cover the following:

= Medical Care: Under medical care, PHC has to provide OPD
services, 24 hours emergency services, referral services and in-
patient services for four- six beds.

= Maternal and child health care including family planning: This may
include ante natal care; inter natal care, referral, post natal care and
new born care. Also to provide child care and family welfare
services, medical termination of pregnancies, management of
reproductive tract infection and sexually transferred infections, and
adolescent healthcare services etc.

= Selected surgical procedures: PHC may provide selected surgical
facilities the vasectomy, tubectomy (including laparoscopic
tubectomy), MTP, hydrocelectomy etc.

Support clinical services: The support clinical services would include
basic laboratory and diagnostic service, referral services, patient data
and report capturing and integration with the existing referral hospital
network, etc.

Facility management services: The facility management services
would include help desk services, housekeeping services, material
services (management of goods and supplies), plant services including
facility maintenance, repair, and replacement, patient portering,
utilities management, etc.

A Primary healthcare clinic under PPP may provide some of the
abovementioned services or all, depending upon the project objective,
authority requirements, epidemiological assessment and budgetary outlay.
Thus it is imperative that a detailed study is done before deciding upon the
services scope of the project.

o Alternative models for development:

o

Alternative 1: Development in clusters: Under Alternative 1, the state
government may appoint concessionaire for development of multiple
PHC’s in a region. The PPP projects in primary healthcare clinic can
involve the bundling of various projects by state government under one
common umbrella and offering the collective package for private
sector participation. Firstly at a district level regions where primary
healthcare clinic is required are identified (say 20 PHC’s). Thereafter,
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these are packaged into clusters which typically constitute 3-6 PHC’s.
Each package is treated as an individual project. The bidders can bid
for any or all the packages. The bidders would need to submit single
technical proposals for all the packages and separate financial
proposals for each package.

o Alternative 2: Development of individual PHC: This alternative
involves authority appointing concessionaire for development of single
primary healthcare clinic.

o Recommended Approach: The key advantages of alternative 1 over
alternative 2 are:

" Uniformity and Standardization: The clustering of projects
under alternative 1 will enable uniformity and standardization
of service level across PHC in terms of services. On the other
hand under alternative 2 separate services could be provided as
per the specific local requirement.

. Scale of investment and return: As investment and return levels
for a single PHC can below, alternative 1 may provide an
optimal scale of investment and return to attract private sector
investment from established players. Under Alternative 2, the
scale of investment and return may remain low to attract
established players.

. Combined Bidding Processes: Alternative 1 would involve a
combined bidding process which would be cost efficient, less
time consuming and cumbersome while alternative 2 would
involve separate bidding process for development of respective
primary healthcare clinic.

. Increasing Affordability: Due to clustering of several projects
better economies of scale may be achievable by the private
player, under Alternative 1.Thus service prices may be more
competitive than under Alternative 2.

" Better Monitoring: By packaging and adopting a cluster
approach the scale would enable appointment of independent
monitors to monitor the project in effective manner.

In view of the inherent advantages available under alternative 1 over
alternative 2 in respect of uniformity and standardization of service levels,
scale of investment and return, combined bidding process, affordability and
better monitoring, alternative 1 can be the preferred mode for development of
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primary healthcare clinic on PPP mode.
2. SCOPE OF THE PROJECT

. Components of PHC: The project scope will vary according to the objectives
of the Implementing Agency, however the key components of scope of PHC
project can be categorized into following:

o Design: This includes all designs, drawings, calculations and
documents pertaining to the project facilities. The concessionaire
would need to prepare the designs for the project facilities in
accordance with the standards and specifications prescribed by the
Implementing Agency (please refer to para 8.1) and submit the same
with the Implementing Agency. The Implementing Agency will
review the same and provide comments to the Concessionaire. If the
designs are not in conformity, then the concessionaire would need to
revise and resubmit the same with the Implementing Agency.
Notwithstanding the review and comments of the Implementing
Agency, complete responsibility for designs would vest with the
concessionaire.

o Infrastructure: This includes construction of the building and related
assets to provide the health care services and allied services. The
Implementing Agency should provide a detailed explanation of the
infrastructure scope and standards & specifications in the schedule to
the concession agreement in terms of the off-site, on-site development,
building components, construction responsibilities, testing and
commissioning of the structure (please refer to para 8.1). Any sub-
contract by the Concessionaire should be granted through open tender
process.

o Equipment’s: This includes procurement, installation and testing of the
equipment and standards & specifications for the same (please refer to
para. 8.2). Any sub-contract by the Concessionaire should be granted
through open tender process.

o Clinical Services: The clinical services to be provided at the PHC
would cover outpatient and inpatient medical care; maternal and child
health care including family planning; and selected simple surgical
procedures etc.

o Support clinical services: The support clinical services would include
basic laboratory and diagnostic service, referral services, patient data
and report capturing and integration with the existing referral hospital
network. etc.
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o Facility management services: The facility management services
would include help desk services, housekeeping services, material
services (management of goods and supplies), plant services including
facility maintenance, repair, and replacement, patient portering,
utilities management, etc.

o Other commercial services: The scope should also define if any other
commercial services such as cafeteria, restaurant, book shop, florist
shop, ATM facility etc. are to be provided by the Concessionaire. The
commercial services may be provided at market price and the entire
revenue generated from such commercial services may (i) accrue to the
concessionaire (i.e. may not be shared with the Implementing Agency)
or (ii) may be shared between the concessionaire and the Implementing
Agency. In the event such revenues accrue to the concessionaire (i.e.
not be shared with the Implementing Agency), the same should be
factored in by the bidders while submitting their financial bids.

. Key issues to be address while defining project scope: In defining the scope
of the project, the concession agreement should clearly bring out the
following:

o Capacity of Primary Healthcare Clinic: The infrastructure requirements
of PHC to be as required based on usage requirements for various
services envisaged.

o Segmentation of the capacity: Different categories of patients or
distinction between the BPL Patients and any other patients, and
reserving the capacity for BPL Patients. Such segmentation should be
arrived at by factoring in the feasibility study, annual budget outlay of
the Implementing Agency, regional demographics, socio-economic
composition and such other relevant factors as may be considered.

o Sub-contracting: Any sub-contract by the Concessionaire should be
granted through open tender process in order to maximize
competitiveness, to ensure greater transparency and maximizing
financial efficiency.

3. TERM OF THE AGREEMENT
o Factors to be considered while deciding duration: The concession
agreement should specify the duration of the project. The factors to be taken
into account while deciding upon the duration of the contract shall include:

o Based on the scope of the project and services, cost and revenues from
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the project, the implementing agency will be required determine the
optimal duration for the financial viability of the project.

o The service requirements of the Implementing Agency and the
required quality and quantity outputs in the longer term; the expected
life of the assets underpinning the service; any possible residual value;
and the need for and timing of major refurbishment or asset
refreshment programme during the concession agreement.

o The factors such as service requirements, forecast quality and quantity,
expected life of assets, construction and maintenance requirements,
forecast of the base cost, option to extend the term of the concession.

o The importance of continuity in the delivery of the service, including
the degree of transition difficulties and inefficiencies that might be
caused by changing/substituting the concessionaire. The affordability
of the payments to be made by the Implementing Agency for the
project.

o Recommended Approach: Given these factors the option for duration of
agreement has to be arrived at by the authority which provides best value for
money the project. The concession period in general for PHC may range from
7-15 years. Given that the PHC will require comparatively smaller built up
area the construction period may be of the order of 0.5years, the rest being the
operation period. The entire project assets should transfer to the Implementing
Agency at the end of the concession period.

4. PATIENT MIX

o Options for Patient Mix: In order to achieve to the key objective set out
hereinabove, the Implementing Agency may provide differential benefits to
BPL Patients and other patients. Based on the aforesaid, the term ‘patient’ may
be divided into two categories under the concession agreement:

o BPL Patients: This would include the vulnerable and targeted sections
of society who falls under the definition of BPL Patient (as may be
defined by the Implementing Agency).

o Non BPL patients: This would include the patients who do not fall
under the definition of BPL Patient (“Private Patients”).

o Recommended option for Patient Mix: The concession agreement may
provide for such segmentation/ categorisation of patients based on feasibility
study, annual budget outlay of the implementing agency, regional
demographics, socio-economic composition and such other relevant factors as
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may be considered.

o Key issues to address: The categorisation of patients requires concession
agreement to address following issues:

o Mechanism for identification of BPL patients: Where there is a
segmentation of different classes of patients, the concession agreement
should clearly specify the institutional mechanism for identification of
BPL Patients.

o Specifying proportion of healthcare infrastructure for different
category of patients: Where there is a segmentation of different classes
of patients, the concession agreement should clearly specify a
percentage of capacity or usage level which is to be achieved for BPL
Patients for primary healthcare services.

S. PRICING MECHANISM*

. Options for pricing: The pricing of the services is one of the critical aspects
in a PHCPPP as it impacts both the affordability and accessibility of
healthcare services. In this context, various options to determine pricing have
been outlined below:

¢ For BPL Patients: The following options may be followed for pricing
of services to BPL Patients:

. Option 1 - Benchmarked to CGHS prices: The concession
agreement can specify that the pricing applicable under Central
Government Health Scheme (“CGHS”) to be followed by the
concessionaire in pricing the healthcare services. CGHS
provides comprehensive health care facilities for Central
Government employees, pensioners and their dependents
residing in CGHS-covered cities. Generally, two models are
adopted for application of CGHS pricing: (a) city pricing at
applicable rates, and (b) city pricing at a discounted rate, or
where city pricing is not available, CGHS rates applicable for a
nearby city are discounted and used.

] Option 2 - Benchmarked to SGHS prices: The concession

1Note: The pricing model adopted should be sensitive to Section 9(ii) of the Clinical Establishment (registration and
regulation) Act, 2010 which provides that the clinical establishment shall charge the rates for each type of procedure
and services within the range of rates determined and issued by the Central Government from time to time, in
consultation with the State Governments.
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agreement can specify that the pricing applicable under the
State Government Health Scheme (“SGHS”) to be followed by
the concessionaire in pricing the healthcare services.

. Option 3 — Agreement specified pricing: A detailed pricing
structure can be included in the concession agreement, wherein
the prices for all services which are to be delivered under the
project can be specified in the concession agreement. This
approach requires a thorough working out of the services to be
delivered and the prices for each of the service. Alternatively,
the prices can be benchmarked to a state hospital whereby the
healthcare services to users can be provided as per the
prevailing prices for such services in a benchmark state
hospital.

¢ For Private Patients (Non - BPL Patients):The following options can
be followed for pricing of services to Private Patients:

" Option 1 - Benchmarked to CGHS prices: The concession
agreement can specify that the pricing applicable under CGHS
to be followed by the concessionaire in pricing the healthcare
services. CGHS provides comprehensive health care facilities
for Central Government employees and pensioners and their
dependents residing in CGHS-covered cities. Generally, two
models are adopted for application of CGHS pricing: (a) city
pricing at applicable rates, and (b) city pricing at a discounted
rate, or where such city pricing is not available, CGHS rates
applicable for a nearby city are discounted and used.

. Option 2 - Benchmarked to SGHS prices: The concession
agreement can specify that the pricing applicable under the
SGHS to be followed by the concessionaire in pricing the
services.

" Option 3 — Agreement specified pricing: A detailed pricing
structure included in the concession agreement, wherein the
prices for all services which are to be delivered under the
project can be specified in the concession agreement. This
approach requires a thorough working out of the services to be
delivered and the prices for each of the service. Alternatively,
the prices can be benchmarked to a state hospital whereby the
healthcare services to users can be provided as per the
prevailing prices for such services in a benchmark state
hospital.
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. Option 4- Market pricing: The concession agreement may
provide freedom to concessionaire to determine and charge the
patients market determined prices for services. This approach is
suitable where there is adequate competition for healthcare
service delivery; else it would lead to a monopoly pricing.

o Recommendation for pricing standards: In order to implement the options
set out hereinabove, there are two approaches for pricing the services:

(@]

Option 1 - Uniform pricing: Under this approach, there is no
differentiation in pricing among different categories of patients (such
as BPL Patients and Private Patients), and single price regime should
be followed for primary health services provided to BPL Patients and
Private Patients.

Option 2 - Mixed Approach: Under this approach, there is
differentiation in pricing among different categories of patients (such
as BPL Patients and Private Patients), and different price regime
should be followed for health services provided to BPL Patients and
Private Patients.

Thus, there can be two kinds of approach for pricing within which there can be two
different options specified above (such as specified CGHS pricing for BPL Patients
coupled with market pricing for Private Patients or uniform pricing for both). The
primary issue associated with mixed pricing approach is that it may lead to
discriminatory treatment towards BPL Patients, as the pricing fixed for these patients
is typically lower than the pricing fixed for Private Patients. Hence, it is
recommended that the uniform pricing approach should be adopted.

o Key issues to address: In defining price regime, following issue need to be
addressed,;
o Revision of Prices: The PPP agreements usually have a long tenure in

such cases, so the cost of the service delivery is likely to go up during
the concession period. To provide for such eventuality, the concession
agreement needs to provide fora mechanism for revision of prices,
which can be done in following ways:

" Market Pricing Regime: Under market pricing regime, there is
no need to incorporate price revision or indexation provisions.
However, in such cases it is prudent to have an Implementing
Agency check point to ensure that the health care services
prices do not become arbitrarily high.

" Specified Pricing Regime: In cases where prices for services
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are specified in the concession agreement, the concession
agreement should also provide for the revision procedure for
such prices. The revision procedure should incorporate the
principles for inflation indexation.

Non-Inclusion of free services: In setting up a pricing regime, the
Implementing Agency should refrain from obliging the concessionaire
from providing free services (no reimbursement to concessionaire for
such delivery of services) to BPL Patients, as it may create potential
for discrimination by the concessionaire against BPL Patients. A better
approach is to price the services for all and develop a payment
mechanism for such services which benefits the BPL Patients.

6. USER FEE/PAYMENT FOR THE SERVICES

o Introduction: Collection of User Fee and the payment mechanism lies at the
heart of the concession agreement and forms the consideration for which
parties have entered into the concession agreement.

o Options for Payment for primary healthcare services: For payment of
healthcare services provided to BPL Patients, the following options can be
adopted in the concessionagreement:

o

Option 1 - Reimbursement by the Implementing Agency for Primary
Healthcare services to BPL Patients: Under this approach, the
Implementing Agency would reimburse the concessionaire for the
treatment and services provided to the BPL Patients.

Cap on Reimbursement: The objective of the Implementing Agency is to extend
affordable primary healthcare benefits to BPL Patients. While pursuing such
objective, it is equally important that the total consideration to be paid/ reimbursed by
the Implementing Agency for the services given to BPL Patients should be within the
budget of such agency. Accordingly, concession agreement may provide for caps on
such reimbursement. Typically, there are two approaches within the healthcare sector
to sustain the affordability:

" Budgetary cap on reimbursements: In this approach, a
budgetary cap is fixed by the Implementing Agency in respect
of the maximum reimbursements to be made to the
concessionaire for services to BPL Patients.

. Cap on number of BPL patients: In this approach, a maximum
limit is fixed on the total number of patients for whom the
Implementing Agency will reimburse the charges. Here the
registration based approach can be adopted wherein the BPL
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patients within the specified region may be registered with the
primary health clinic for availing the services, except for
emergency services which may remain available to all and any
BPL patients.

The above stated models should be based on a thorough analysis of the Implementing
Agency’s budget outlay, projected demand for primary health care services, regional
demographics and socio-economic assessment. Such budgetary cap should have
adequate built in margins, to factor the increase in population. Further, the concession
agreement should provide suitable safeguards to go above and beyond the
reimbursement caps in case of emergency, natural calamities, epidemics etc.

o Option 2 - Reimbursement through central/state insurance schemes for
treatment of BPL Patients: Under this approach, central/state insurance
provider would reimburse the concessionaire for the treatment
provided to the BPL Patients. For e.g. an insurance scheme may
specify surgical/non-surgical services in respect of which the entire
sum (as set out under such insurance cover) would be paid by the
central/state insurance provider. Such payment will cover the payments
for the healthcare services. In this case, there would not be any
reimbursement from Implementing Agency.

o Option 3 — Partial reimbursement through Central/State Insurance
Scheme and the balance Implementing Agency: This approach can be
used in conjunction with the reimbursement by Implementing Agency
i.e. central/state insurance provider, through the government insurance
scheme, would reimburse the concessionaire for the treatment provided
to the BPL Patients to the extent of insurance cover and shortfall, if
any from applicable tariff structure would be reimbursed by the
Implementing Agency. For example, an insurance scheme could
involve a fixed cover of say Rs. 150,000 (Rupees One Lakh Fifty
Thousand only) per family per annum and in case the medical
expenditure exceeds the specified limit, such excess shall be
reimbursed by the Implementing Agency to the primary health clinic.

For payment of primary healthcare services provided to Private Patients, the
concessionaire should directly collect charges from Private Patients for services
provided to them.

o Recommended Option: Among the above models of reimbursement,
reimbursement via government health insurance schemes could work out as
the most effective tool for ensuring payment for the health care services.
However, this model has limitations as many states do not have state insurance
policies. Thus, the optimal option is to provide for reimbursement by the
Implementing Agency for the primary health care services in states, where the
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state insurance policies are non-existing. This option fulfills the objective of
providing accessible and affordable health care to BPL Patients.

7. PAYMENT SAFEGUARDS

o Options for payment safeguard: A critical area of concern is that concession
agreement defined timelines for payments of service fees may not be adhered
to by the authorities. This can lead to the problem of liquidity and reduce the
project viability. To resolve this issue, the concession agreement can follow
two options:

o Option 1 No payment safequard: No safeguards are provided to the
private partner. However, the concession agreements may provide for
penal interest for delay in payment by the Implementing Agency,
which is linked to SBI PLR + 2-4% per annum.

o Option 2-Payment safequards: Typically, two types of payment
safeguards are available for protecting the interest of the
concessionaire:

" Payment reserve account: The concession agreement can
provide for a payment reserve account (PRA), wherein the
Implementing Agency has to deposit specified months revenue.
In the event of any default or delay in payment by the
Implementing Agency, the concessionaire can withdraw such
amount from the PRA without notice. The Implementing
Agency has to replenish the PRA within specified number of
days.

. Letter of credit: The concession agreement can provide that
the Implementing Agency provides for an irrevocable and
revolving letter of credit equivalent to specified months
revenue to the concessionaire, as a security for payment of
service fee. In the event of any default or delay in payment by
the Implementing Agency, the concessionaire can invoke the
letter of credit without notice. The Implementing Agency has to
replenish the letter of credit within specified number of days.

o Recommended option: Though interest provisions intend to compensate the
aggrieved party for the delay in payment, by far this has failed to prove as a
standalone safeguard mechanism, and it can lead to dispute over payment of
interest. On the other hand, option 2 of providing the payment safeguard such
as a payment reserve account or a letter of credit can be an effective safeguard
mechanism which can ensure payment discipline on the part of the
Implementing Agency and protect the interest of the private player.
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8.1

PERFORMANCE SPECIFICATION

To effectively manage performance and optimise risk transfer, the concession
agreement should contain, at a minimum, the following elements:

o Performance specifications: Describing the requirement in terms of
measurable outcomes rather than by prescriptive or input methods.

o Measurable performance standards: To determine whether performance
outcomes have been met and define acceptable performance.

o Performance assessment plan: Describing how the concessionaire’s
performance will be measured and assessed against performance standards.
(Quality Assurance Plan or Quality Assurance Surveillance Plan).

. Remedies to poor performance: Describe procedures that address how to
manage performance that does not meet performance standards (please refer to
para. 8.7). While not mandatory, incentives should be used, where appropriate,
to encourage performance that will exceed performance standards. Remedies
and incentives complement each other.

The project scope varies from project to project, based on the scope PPP arrangement
in the healthcare sector, specifications would typically fall into the following
categories:

Infrastructure specification

. Design specification: The concession agreement should provide the required
design specifications. Specifications as far as possible should be in terms of
the output required where in the following approach can be taken:

o Design as per the applicable regulations/frameworks: Where applicable
design of the Primary Health Clinic can be required to follow the
applicable regulations. The Implementing Agency may take
cognizance of the IPHS guidelines in deciding optimal design
configuration for primary health clinic.

o In addition, the concession agreement can provide for output based
specifications for the design of the Primary Health Clinic. Where this
approach is followed, the concession agreement shall provide for the
following to ensure design quality:

. Technical standards and requirements which are to be achieved,
to ensure optimal functioning of the project facility. This
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should be achieved not by specifying the design but by
describing the output required from the structure and other
structural elements as well as and functional integration, for the
services to be delivered.

. Design quality plan, wherein the concessionaire should be
required to submit its strategy along with timelines for
formulation of design, including consultation with stakeholders,
experts involved, internal review mechanism and submit the
same to the independent monitor and Implementing Agency for
review. The concessionaire should carry out revisions in the
design quality plan based on the comments of the independent
monitor and the Implementing Agency and also demonstrate
achievement of the optimal functional integration for the
services delivery.

. Construction performance requirements: The concessionaire is required to
construct the facility on the site provided; the construction performance
specifications are also to be provided in the concession agreement. The
following framework can be utilized for specifying the performance
requirement.

o Defining the construction scope: The concession agreement should
specify all the structural elements and components of the project
facility which is to be constructed. This will have close correspondence
with the design specifications. The construction scope should clearly
bring out the work required to be carried out for different components
of the project facility.

o Construction Standards: In defining the scope of development, the
second aspect is to define the standards which have to be adhered to, in
creation of different components, including the regulated standards
which have to be achieved.

o Construction Timelines: The concession agreement should clearly
specify the timelines for various stages of the construction. Delay in
achievement of such timelines should be penalized.

o Construction Quality Plan: The concessionaire should be required to
submit a construction quality plan. Such a plan should be submitted
prior to start of the construction and should be approved by the
independent monitor. The plan should outline the approach to and
adherence to the design, applicable quality standards, time lines and
tests. Tests to be conducted at different stages of construction should
be elaborated along with the rectification measures required in case of
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failure of such test.
8.2  Equipment Specification

In outlining the equipment specification the following framework can be adopted,
wherein there is an equipment list. The implementing agency may take cognizance of
the IPHS guidelines in arriving at the minimum equipment requirement for the
optimal functioning of the clinical and clinical support services at the primary health
clinic. This has to be supplemented by the equipment performance monitoring and
maintenance plan to be submitted by the concessionaire.

o Equipment List: A list may be provided enumerating the equipment’s in
following format:

Equipment Reference Item Further Quantit Procurement
quip Description Description y Category

Name of To Clinical/ The The description | Number By the

equipment Clinical Support/ specification of | of attachment Concessionaire/
Facility the equipment and ancillaries Implementing
management Agency

service for which
equipment would
be utilized.

. Equipment Performance Monitoring: These would need to be developed by
the Implementing Agency for all equipment’s, as described in the equipment
list. It would require monitoring the availability and functional status of the
equipment as per the following framework.

Remarks/Suggestlons/

Yes/No Yes/No
Yes/No Yes/No
C Yes/No Yes/No
o Equipment Maintenance Plan: As the third aspect of the performance

requirement the Concessionaire should be required to submit equipment
maintenance plan, where in the concessionaire should list out:

o The schedule for routine or planned maintenance for each of the
equipment.
o The planned replacement of the equipment depending upon the

equipment life

o Reactive maintenance plan, where in the equipment should be
categorised into rank order of importance/criticality for delivery of
different health services. Based on this categorisation adequate
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timelines for rectification of problems should be mandated in the
concession agreement. Non-rectification within the timeline should be
regarded as quality failure.

o Where service failure is being monitored and service standards are in
place, separate penalty for equipment failure should not be warranted.
However, adequate protection should be there for continued non-
availability of the mandated number of equipment’s. This will
constitute a quality failure.

8.3 Performance specification of clinical and clinical support services:
. Introduction: The key objective of the Primary Healthcare Clinic project is to
provide primary healthcare services to different types of patients. Depending
on the project scope, the Primary Healthcare Clinic may have to provide wide

range of services to inpatients and outpatients.

o Clinical Services: The clinical services would cover the following.

. Medical Care: Under medical care PHC has to provide OPD
services, 24 hours emergency services, referral services and in-
patient services for four- six beds.

. Maternal and child health care including family planning: This
may include ante natal care; inter natal care, referral, post natal
care and new born care. Also to provide child care and family
welfare services, medical termination of pregnancies,
management of reproductive tract infection and sexually
transferred infections, and adolescent healthcare services etc.

. Selected surgical procedures: PHC may provide selected
surgical facilities the vasectomy, tubectomy (including
laparoscopic tubectomy), MTP, hydrocelectomy etc.

o Support clinical services: The support clinical services would include
basic laboratory and diagnostic service, referral services, patient data
and report capturing and integration with the existing referral hospital
network. etc.

o Service Specification: It is important that a detailing of the services to be
delivered in the project facility is carried out. The concession agreement
should bring out the output specification for delivery of the clinical and
support clinical services. The framework for performance specification of
clinical and clinical support services is provided below:
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1.

8.4

Essential Service

Minimum hours of operation

Patient Management Process

Patient Information Management

Information Dissemination
Staff Requirements

Service Standards

Availability of Standard
Operating Procedures
(SOP)/Standard Treatment
Protocols (STP)/Guidelines etc.
User satisfaction Survey

Availability of OPD services and its components

Availability of IPD services and its components

Availability of Emergency Service and its components
Availability of Surgical Services and its components
Availability Referral services and its components

Availability of Laboratory Services and its components

Patient Data Management

The availability of each service in terms of hours and days.
Unavailability of any of the essential service and any of its
components during mandated hours will constitute service failure.
The patient flow process can be worked out from entry into the
primary health clinic to exit. Based on this patient flow process
service standards can be established for PHC.

This section will describe the information and record
management for the patient. Ready availability and processing of
the patient information will constitute service performance
standard.

Display of mandated services rates and timings

Here the minimum staff required for the optimal performance of
PHC may be stated. Inadequate availability of staff would
constitute service failure.

For each element of the PHC as discussed above the service
standards should be specified along with monitoring frequency.
Non-achievement of service standards should comprise a service
failure event.

Adherence to standard Operating Procedures (SOP)/Standard
Treatment Protocols (STP)/Guidelines etc.

Provision can be made for quarterly survey of the user
satisfaction survey for the services delivered.

Outcome Indicators for Clinical Performance

o Introduction: In addition to the service performance indicators, above the
concession agreement may also include outcome based indicators to monitor
the outcome of the primary healthcare services.

o Indicative Framework for Specifying Outcome Indicator: An ideal
outcome indicator would capture the effect of processes on the delivery of
relevant and accurate treatment. An example of framework for specifying
outcome indicators is shown in table below.

PHC Outcome Indicators GO1 Number of patients treated
GO2 In-patient mortality
GO3 % of patient serviced within service standards
GO4 % emergency request responded within service standard
GO5 Number of patients referred to hospitals
G06 Patient satisfaction
o The implementing agency may take cognizance of the outcome indicators
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specified under the IPHS guidelines to arrive at project specific outcome
indicators.

o Outcome of care is determined by several factors related to the demography,
patient, the illness, and health care. Differences in outcome may be due to case
mix and other confounding factors. Standardized data collection and risk
adjustment are therefore important for interpreting outcomes data.

o The Concessionaire should be obliged to provide data and reports on the
specified outcome indicators on regular basis to the authority. Authority upon
any deterioration overtime in any of the indicators may be empowered to take
suitable remedial action.

8.5  Performance Indicators with respect to the BPL patients

o The authority may define a composite set of performance indicators to monitor
the service delivery to the target vulnerable segment including the BPL
patients. Here a twofold approach can be adopted:;

o Separate indices for the specified standards: Under this approach the
service performance for the BPL patient can be separately tracked and
maintained for the specified service standards, as developed based on
the methodology outlined in the section 8.3. Similarly, performance
pertaining to BPL patients can be tracked for the outcome indicators as
developed based on the methodology indicated in the section 8.4. Such
performance monitoring will allow a comparison on the performance
standards achieved for the BPL patients with the overall performance
on service delivery to patients.

o BPL patient specific Indicators: The concession agreement may
supplement above or as standalone define BPL patient specific
indicators for monitoring service delivery to such patients. Such
Indicators may include as below;

| Category | lIndicators |
Service Access and BAQO1 | % of BPL inpatient to total inpatient
Quality Indicators BAQO2 % of BPL outpatient to total outpatient

BAQO3 | % of BPL inpatient to % of BPL outpatient

BAQO4 Average waiting time for BPL patients at the time of random check
BAQO5 % Adherence to defined treatment protocol for BPL patients
BAQO6 BPL complaints rectification rate

8.6 Performance Specification of facility management services

The concession agreement schedule should bring out in detail all the facility
management services which are to be performed by the Concessionaire. The facility
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management services in a primary healthcare clinic project will comprise of general
management services, help desk services, food services, patient, housekeeping
services, waste management, pest management, laundry and linen services, material
services, plant service, protection services, utilities management, parking services,
etc. each service should be specified and monitored based on availability and
functional status.

Facility Management o : . Remarks/Suggestions/
Service Availability Functional Quality Identified Gans

Waste Management Yes/No High/Medium/Low Service Failure/Quality
Failure

Pest Management Yes/No High/Medium/Low Service Failure/Quality
Failure

Material services Yes/No High/Medium/Low Service Failure/Quality
Failure

8.7 Options for Remedies of Poor Performance

The poor performance of the concessionaire has to be disincentivized through
concession agreement provisions. The concession agreement should set up a defined
performance regime in respect of the service delivery and based on such performance
standards service failure event should be defined. The implementation of the remedies
for poor performance in monetary terms is as follows:

o Service failure event deductions: Service Failure events are service
performance failures related to services to be delivered by concessionaire
within the facility including clinical, clinical support and facility management
services, for example non-availability of services during mandated hour
constitutes service failure. Service Failure events can be recorded through
random checks by the monitoring agencies and deductions calculated on a
monthly basis. Service Failure event deduction can be based on:

o Criticality factor: The relative importance of the service affected by
the failure event. The criticality factor can be the Rupees amount per
service, detailed in the schedule and is based on significance weighting
of zero to five of the service.

o The severity of the failure event, i.e., the failure event category. The
failure event category can be assessed based on the inconvenience,
remaining functionality and incapacity of the service delivery resulting
from the failure event and in accordance with the output specifications.
Percentage deductions range from 10% for category "A" failure event
or routine failures to 100% for a category "E" failure event or
“unavailable or unused.”

o Quality failures deductions: Service performance failures are not related to
delivery of services but the quality of such services, where in the services fail
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to meet the quality standards outlined in the service specifications; for
example the IPD service is available but the cleanliness and sterile
environment is not up to specified standards. Herein a service quality failure
has occurred which can be recorded and deductions can be calculated as per
the specified formula. Such performance failures can be monitored monthly
basis through a system of random checks or as in the case of quality
satisfaction failures, on periodic basis. A quality failure deduction is based on
three factors:

o Relative importance of the service in delivery of which the quality
failure occurs. Each service can be given a weighting in proportion to
the criticality factor.

o Severity of the quality failure, and the quality failure category, ranging
from 1% for a low priority failure to 2% for a high priority failure

o Quality satisfaction failures can be assessed based on a survey of
services’ users; failure deduction percentage ranges from 0.5% for a
minor failure to 2% for a significant failure.

. Incorporation in payment mechanism: Both the deductions have to be
incorporated in the calculation for payment due for the period in which the
failure event occurs. In cases where the concessionaire is not being paid by the
Implementing Agency in any form, the penalty will be recovered by the
Implementing Agency on a monthly basis.

9. PERFORMANCE MONITORING

. Introduction: There must be a mechanism under the concession agreement
which enables the Implementing Agency to monitor the concessionaire
performance against the performance requirements so that the project can
operate effectively. The Implementing Agency should also be able to identify
performance problems so that remedies for poor performance can be pursued
if necessary. This entails a need for mechanism to ensure monitoring of the
project.

o Levels of Performance Monitoring: Depending on the project magnitude,
the monitoring should occur at five levels:

a. Independent Monitor: The concession agreement must provide for an
independent monitor to review the performance against the
performance indicators. There may be a need to appoint following
independent monitors during the construction phase and the operations
phase of the project.
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. Independent Engineer: An independent engineer can be
appointed for monitoring during the construction phase to
inspect, test and monitor the construction works. In the
operations phase the independent engineer would be
responsible for inspection, verification and testing for building
and equipment maintenance requirements.

. Independent Health Consultant: In the operations phase, the
independent health consultant will be required to monitor
clinical, support clinical services and facility management
services as per the required performance standards. Such
Consultant should be appointed prior to operations date so that
they can be part of testing of equipment’s prior to issue of
completion certificate.

b. Concessionaire: A systematic self-monitoring by the concessionaire
through a quality management system, measuring availability and
performance of services to the specified performance standards. The
concessionaire should report the outcome of such monitoring on a
periodic basis (monthly) to the independent monitor.

C. User Satisfaction Survey: The ability for users to report failures by
way of including the complaint mechanism and user survey provisions.

d. Accreditation Requirement: The concession agreement will provide
provisions for requirement of accreditation from specific agencies,
such as National Accreditation Board for Hospital for primary health
clinic.

e. Disclosure on Website: The concession agreement will provide that the
Primary Health Clinic should update on its website on weekly basis the
facilities used by and available for BPL Patients. Further, in order to
provide transparency, all reports should be published at the website of
the concessionaire for the primary health clinic.

o Recommended performance monitoring mechanisms: There is no single
best option; the most optimal approach is to have a multi-layered monitoring
framework. In the multi-layered framework the key elements will be the
Independent Monitor and the user satisfaction survey. Around these elements
other options can also be included in the concession agreement. The layered
approach to monitoring provisions needs to be in line with the magnitude and
scope of the project. This will ensure that where it is possible to have a less
onerous system, it will be in the interest of all parties to do so. Equally, where
the scope is large and project magnitude demands, a rigorous monitoring
system needs to be specified in the concession agreement.
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